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PROGRAMME 
 
Outline 
 

“In order to ensure that all of Scotland benefits, the Government Economic Strategy has a 
vital role in ensuring shared and sustainable economic growth that provides the most 
disadvantaged areas and people in society with the opportunity to prosper. We must 

maximise the potential of Scotland's people, places, and assets”.  
Scottish Government Economic Strategy, September 2011 

 
This year‟s event, “Growth vs. the Golden Rules”, will consider a range of issues which 
will influence the ability of the Scottish Government to achieve the ambition set out above.  
The seminar will examine the economic costs of inequality, ways in which Scotland‟s 
prosperity might be more effectively measured and the success of other countries in 
balancing dynamic economies with greater equality.  
 
The Scottish Government‟s Economic Strategy balances its ambitious growth and 
productivity targets with what it describes as its „Golden Rules‟: targets on Solidarity 
(„improving the proportion of income earned by the three lowest income deciles‟), 
Cohesion („narrowing the gap in participation between Scotland‟s best and worst 
performing regions‟) and Sustainability (reducing emissions).  
 
The seminar will consider whether policies designed to achieve more rapid economic 
growth (lower business taxation, financial deregulation, flexible labour markets etc.) will 
help or hinder the Government in achieving its Golden Rule targets. Questions will be 
raised about the appropriateness of the targets and the National Performance Framework 
in which they sit. The experience of other countries will be drawn on to consider whether 
the current economic strategy is likely to achieve the totality of its goals. 
 
This seminar will bring together leading figures from the trades union movement in 
Scotland, Members of the Scottish Parliament and other guests to discuss the trades 
union perspective on the policy choices ahead. 
 
Agenda 
 
9.30am Arrival and registration - teas and coffee available 
 
10.00am Welcome - Murdo Fraser MSP, Economy, Energy and Tourism Committee. 
 
10.05am Welcome - Grahame Smith, General Secretary, STUC. 
 
10.15am Guest speakers: 
 
1. Stewart Lansley – will discuss the economic costs of inequality.  
 

Stewart is an economist, financial journalist and award-winning television producer. 
He is a visiting fellow at the Townsend Centre for International Poverty Research, 
the University of Bristol and the author of The Cost of Inequality: Three Decades of 
the Super-rich and the Economy,  Poor Britain (with Joanna Mack), Rich Britain, 
Top Man, a biography of Philip Green and Londongrad: From Russia With Cash. 
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2. Dr. Katherine Trebeck – will discuss how prosperity is measured; drawing on 
development of Oxfam’s Humankind Index and analysis of the Scottish Government’s 
National Performance Framework. 
 

Katherine is Research and Policy Advisor for Oxfam‟s UK Poverty programme in 
Scotland and an Honorary Research Fellow at the University of Glasgow. She 
leads on development of Oxfam's Humankind Index, a measure of Scotland's real 
prosperity developed through a wide range of community consultations. 

 
3. Professor Mike Danson – will discuss the performance of Scotland’s European 
neighbours in balancing dynamic economies with greater social equality. 
 

Mike is Business School Associate Dean of Research & Commercialisation 
Reader in Economics and Management at the University of West of Scotland. He 
specialises in regional economics and policy development and has published 
widely in this area. 

 
11.45am Discussion and Q&A 
 
12.45pm Close and light buffet lunch 
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Scottish Parliament 

Economy, Energy and Tourism 
Committee and Scottish Trades 

Union Congress Seminar 

Tuesday 21 February 2012 

[The Convener opened the seminar at 10:00] 

Growth versus the Scottish 
Government‟s “Golden Rules” 

and Economic Strategy 

The Convener (Murdo Fraser): Good morning, 
ladies and gentlemen. For those of you who do not 
know me, I am the convener of the Scottish 
Parliament‟s Economy, Energy and Tourism 
Committee. I now have the chance to say 
something that I have been waiting all my life to 
say: welcome, comrades. [Laughter.] As you can 
see from my red tie, I am suitably attired. 

Thank you for coming to this joint seminar of the 
committee and the Scottish Trades Union 
Congress. I remind everyone to turn off all mobile 
phones and other electronic devices. In the event 
that there is an emergency, please follow the 
advice from the clerks and the security staff 
outside the room about fire exits. This event is 
being webcast and all comments are being noted 
by the Parliament‟s official report, so please bear 
in mind that everything that is said in the room will 
be made public. 

I thank Grahame Smith and Stephen Boyd from 
the STUC for all their assistance in organising the 
event, and I thank the three speakers from whom 
we will hear shortly for their presentations. I also 
thank all the MSPs—including those who are not 
members of the committee—who have come 
along to engage, and the other delegates who 
have come along to participate. 

This is the fourth in a series of seminars that the 
committee has had with the STUC, and we are 
keen to continue our good working ties with the 
STUC and employee representative bodies across 
the public and private sectors. The theme of this 
morning‟s event is to go beyond gross domestic 
product as the sole measure of economic growth 
by looking at the wider priorities that the Scottish 
Government set in its economic strategy—namely, 
solidarity, cohesion and sustainability—and by 
asking how well the Government is doing against 
those indicators. 

I will pass over to Grahame Smith, who is the 
general secretary of the STUC, to kick off and set 

the tone for the event. He has a few words of 
introduction. 

10:02 

Grahame Smith (Scottish Trades Union 
Congress): Thank you, comrade chair. 

The Convener: You have been looking forward 
to saying that for a long time. 

Grahame Smith: I thank Murdo Fraser, the 
committee members and the clerks to the 
committee for working so hard with us to pull the 
seminar together. As Murdo said, the STUC 
strongly values the relationship that we have with 
the committee. This is the fourth joint seminar, and 
I am happy to report that the previous three have 
been excellent. I have no reason to believe that 
the same will not be true of today‟s event. 

All the seminars have stimulated fascinating 
discussions and have been genuinely quite 
influential. Our first session, which was held in 
2008, was on the Scottish workplace and the 
productivity challenge. That led, perhaps indirectly 
but nevertheless in a significant way, to a high 
level of activity in the area of skills utilisation, 
which is still an area of concern to us and one on 
which we continue to work with the Scottish 
Government. 

The second seminar offered a trade union 
perspective on the arc of prosperity. It generated a 
wide debate on the lessons that we in Scotland 
can learn from our near neighbours. 

The most recent seminar, which was held in 
2010, was on manufacturing. It led to our signing a 
joint communiqué with the Scottish Government. 
We are building on that communiqué in an effort to 
better support our manufacturing industries, and I 
have no doubt that today‟s event will be similarly 
influential. 

The STUC appreciates that the Scottish 
Government‟s economic strategy tries to balance 
a strong commitment to economic growth with the 
golden rules on solidarity, cohesion and 
sustainability. We also recognise—as, I believe, 
does the Scottish Government—that achieving 
that balance will not be easy. 

It seems to me that, although the agencies that 
are charged with implementing the Government‟s 
economic strategy have a much greater 
appreciation of the golden rules, achieving them is 
viewed as being coincidental to the activities that 
are aimed at growing the economy, rather than as 
being part of a defined strategy. 

The purpose of the presentations that we are 
about to hear is not to provide an off-the-shelf 
alternative economic strategy, but to improve our 
understanding of the areas that we need to 
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address over the coming years if we are to 
establish an economic development framework in 
Scotland that truly works for all Scotland‟s citizens 
and makes the achievement of the golden rules 
not something that happens by chance, but a 
deliberate act of policy. I am sure that you will 
enjoy the presentations by Stewart Lansley, 
Katherine Trebeck and Mike Danson. I am looking 
forward to the discussion and debate afterwards. I 
hope that, as has happened with the other 
seminars, we will see something tangible flow from 
the discussions that we have today. 

I again thank Murdo Fraser and the committee 
for working with us to hold the event today. 

The Convener: Thank you. Before I introduce 
our first speaker, I should introduce our deputy 
convener, John Wilson. Do you want to say 
anything by way of introduction, John? 

John Wilson (Central Scotland) (SNP): Not at 
the moment, convener. You have provided a good 
introduction so far, on behalf of the committee. It 
would be better to go straight to the speakers, as 
they will give us food for thought, which will assist 
with the debate later on. 

The Convener: I am pleased to introduce our 
first speaker, Stewart Lansley. Stewart is a writer 
and an economic consultant. He is an academic 
economist who has held research posts at the 
National Institute of Economic and Social 
Research and the centre for environmental 
studies, specialising in poverty, inequality and 
wealth. He has taught at the University of Reading 
and Brunel University. He has also been a 
television journalist and producer, and has won 
awards for a number of programmes and series 
that he has produced. He has written extensively 
on social and economic issues for a variety of 
journals, magazines and newspapers, and has 
published several books on the subject. We are 
very pleased that he has given up his time to 
come along to address us this morning. Clearly, 
he has a great deal of knowledge and expertise in 
the area, and I am delighted to hand over to him. 

10:06 

Stewart Lansley: Thank you very much for 
inviting me. It is a great pleasure to be here. I have 
given a handful of talks in the Westminster 
Parliament‟s committee rooms, and this is a 
magnificent improvement. Anybody who has ever 
been into those rooms will know that the sound is 
of a very poor quality and one can never really 
hear what is happening, whereas here it is 
absolutely magnificent. 

I might be deviating a little bit from the broad 
themes, but I am going to give a bit of background 
on the relationship between inequality and the way 
in which the economy functions. Five years ago, it 

was virtually impossible to get a debate going 
about inequality—it just was not an issue at all 
anywhere on the political spectrum. However, in 
the past few years, it has suddenly become a 
major talking point. I offer two quotes to illustrate 
that, both of which come from pretty unexpected 
quarters. The first is from Max Hastings, who was 
the editor of The Daily Telegraph for 10 years and 
is not renowned for his sympathy for regulated 
economies. Nevertheless, he was one of the first 
commentators to raise concerns about inequality. 
He wrote: 

“It seems mistaken to take for granted the tranquillity of a 
large struggling majority, while a minority wins fabulous 
rewards ... capitalism works only when rewards are seen to 
be shared.” 

Perhaps even more surprising is what Irwin 
Stelzer, the American economist and adviser to 
Rupert Murdoch, wrote just before Christmas 
about the growth of inequality: 

“The issue needs airing, and the problem needs solving”. 

He, too, made the point that something needs to 
be done about inequality. There is no question but 
that inequality is an issue that has suddenly come 
to the centre ground of the political debate. 

To date, most of the debate about inequality has 
been around social justice and proportionality 
rather than the effects on the economy. I will talk 
about the effects on the economy and will address 
two particular issues: first, whether the increase in 
inequality over the past 30 years played a role in 
the 2008 crash; and, secondly, whether it is 
helping to prolong the present crisis. 

Let us have a quick look at what has been 
happening to inequality. The first graph shows the 
share of income held by the top 1 per cent and the 
top 0.5 per cent since 1937. Essentially, the share 
of income held by those groups fell very sharply 
from the 1930s to the mid-1970s, but has gone 
back up again. In other words, things have almost 
gone full circle, and we are nearly back to where 
we were in the 1930s. One could draw such a 
graph for almost every other rich country, 
particularly the United States, where the circle is 
even more complete. Indeed, in even traditionally 
more equal countries, the graph will be similar, 
although the upward movement will come later 
and will not have gone quite as far. In short, 
inequality has increased in most—but not all—
Organisation for Economic Co-operation and 
Development nations, but in some the 
development has come later and been shallower. 

The most important factor for the rise in 
inequality has been what has been happening in 
the labour market, particularly with regard to 
shares. The next graph shows what has been 
happening to the share of output going to wages in 
the UK economy. In the 1950s and 1960s, the 
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share held relatively constant at 58 to 60 per cent. 
However, in the mid-1970s, it jumped to just over 
64 per cent and since then it has been on a 
permanently downward slide and now stands at 
around 53 per cent. It is clear that the squeeze on 
wages started not in the past five or six years, as 
some commentators have been saying, but in the 
early 1980s. If anything, the graph understates the 
extent of the squeeze on wages among the bulk of 
the workforce.  

The next graph shows what has been 
happening within those falling wages and to the 
dispersion of wages. Over the past 30 years, the 
wages of those in the 90th percentile, on the edge 
of the top 10 per cent, have been rising at roughly 
twice the rate of those in the middle of the wage 
distribution, whose own wages have been rising at 
roughly the double the rate of those at the bottom. 
Essentially, the bottom 60 per cent have been 
receiving a declining share of a smaller pool; in 
other words, the bulk of the fall in wages has fallen 
on them. 

There are two main explanations as to why 
wages have fallen and why the fall has been 
concentrated on the bottom 60 per cent. The 
orthodox explanation—the one cited by the 
majority of academic economists and written about 
more—is that it is all down to globalisation and 
technical change. The opening up of markets and 
freer trade and labour movement has certainly led 
to a bigger international labour force, which has 
put a downward pressure on wages. It is also true 
that technical change and the advent of 
computerised technology will have affected 
wages, particularly among unskilled workers. 

However, I believe that that accounts for only a 
small proportion of what has been happening. In 
fact, many of these trends have been driven by 
deliberate Government policy, starting with the 
introduction in the early 1980s of a new model of 
capitalism that was committed to bringing more 
markets into the way economies work. Of course, 
the model was advocated in the postwar era by a 
number of right-wing, right-of-centre thinkers, 
particularly those in the Austrian school of 
economics, who argued that the regulatory 
capitalism of the postwar era had gone too far, 
had created too much equality and was putting a 
damper on economic vibrancy. On slide 6, which I 
have entitled “Zapping Labour”, I have set out a 
few quotations, the middle one of which comes 
from one of those Austrian pro-market economists, 
an Austrian-American called Ludwig von Mises, 
who says: 

“Inequality of wealth and incomes is the cause of the 
masses‟ wellbeing ... Where there is a lower degree of 
inequality, there is a lower standard of living of the 
masses.” 

As you can see, von Mises is arguing that 
inequality is good for the population and that too 
much equality is bad. That view very much sat on 
the sidelines throughout the 1950s and 1960s, but 
it began to be taken much more seriously in the 
1970s.  

The first quote on the slide is by one of 
President Nixon‟s key advisers:  

“The strategy of big business is to zap labor.” 

In other words, the solution to the crisis of the mid-
1970s was to “zap labor”, by which he meant 
cutting wages. 

The same sentiment is echoed by Andrew 
Mellon, who was American Secretary of the 
Treasury during the 1920s when he made his 
infamous comment after the crash that the solution 
was to “liquidate labor” and 

“purge the rottenness out of the system.” 

That ideology became quite influential in the 
United Kingdom as well.  

The third quote on the slide is from Sir Keith 
Joseph, who took up the idea. He was a key 
adviser to Mrs Thatcher, so the policy was 
adopted. He said: 

“Making the rich poorer does not make the poor richer, 
but it does make the state stronger ... The pursuit of income 
equality will turn this country into a totalitarian slum.” 

Effectively, we have had a 30-year experiment 
in which an attempt has been made to increase 
profit levels by squeezing wages, which, it was 
assumed, would lead to much more vibrant 
economies, high levels of investment and a bigger 
cake, which would mean that everyone would be 
better off—even though we had created more 
inequality. 

That philosophy was first implemented by the 
mechanism of a switch in bargaining power away 
from the workforce towards business. That 
happened in a number of ways, through a process 
of deregulation and the weakening of unions‟ 
bargaining power. During the past 30 years, the 
proportion of the UK workforce that is unionised 
has halved. In the private sector, the proportion is 
now around one in eight, so the private sector is 
not highly unionised. 

The philosophy was also implemented through a 
complete change in business model: the adoption 
of the shareholder value model, or the idea that 
the single goal of running a business was to 
maximise the short-term value of shares. From the 
mid-1980s, that led to business and industrial 
restructuring and downsizing, all of which had the 
effect of reducing the size of workforces in big 
business and putting a cap on wages. 

Has that model worked? Was the economic 
record of the past 30 years better than the 



  21 FEBRUARY 2012   
 

6 
 

economic record of the post-war era? The answer 
is no. There was an improvement on one count 
only: inflation. On every other single goal of 
economic policy, the record was worse. We have 
had lower growth rates, lower rates of increase in 
productivity, much higher levels of unemployment, 
much higher levels of instability and much lower 
levels of investment. 

I will give one illustration of that. The graph on 
slide 7 shows all the post-war recessions. As you 
can see, there were three shallow, short-lived 
recessions in the 1950s and 1960s; recessions 
have gradually got bigger and deeper since then. 
The period of deregulated capitalism has been 
more unstable than the previous era. 

In the past 30 years, inequality has risen 
sharply, the wage share has fallen, and rewards at 
the top have accelerated. All those conditions 
were meant to lead to economic improvement but, 
as things have turned out, that has not worked. 
The promised pay-off from a widening gap and 
increasing concentration of income at the top has 
not happened. We have ended up with an 
economy that is more divided and much more 
fragile and prone to crisis. 

Can we say anything about cause and effect? 
Can we say anything about the extent to which an 
increase in inequality is the direct cause of a more 
fragile and unstable economy, and about whether 
that led to what happened in 2008 and to the 
current crisis? According to the official reports, we 
absolutely cannot. The major bipartisan report by 
the financial crisis inquiry commission in the 
United States—it is 662 pages long, so perhaps 
you have not had the chance to glance through 
it—does not mention inequality or wages once. 
Basically, it rejects the idea of cause and effect, 
but the historical evidence makes it pretty clear 
that there is a link between inequality and 
instability. The two most damaging recessions of 
the past century—the one in the 1930s and that of 
the past three years—were preceded by great 
surges in inequality, first in the 1920s and then in 
the United States, the United Kingdom and 
globally since the mid-1980s. 

If there is a link—as I suggest there is—how 
does it work? It works through the relationship 
between growth and wages and productivity. Slide 
8 is on what I call the growing wage-productivity 
gap in the United Kingdom, and shows the 
relationship between wages and productivity since 
the 1980s. Since the early 1990s, wages have 
been falling behind productivity, and at an 
accelerating rate. Since the early 1980s, 
productivity has been rising at 1.9 per cent a year 
and wages by only 1.5 per cent, so there has been 
a growing gap. Exactly the same thing has been 
happening in the United States; indeed, the gap 
started earlier there and has been even greater. 

Adjusting for inflation, the real median wage in the 
United States has been little more than constant 
over the past 30 years, while productivity has been 
soaring. 

There have been three distinct wage-
productivity gap periods. The first was the wage 
squeeze in both the 1920s and the post-1980s 
when wages fell sharply behind productivity, 
leading to recession. The second period was from 
1950 to 1970, when wages rose in line with 
productivity and the capitalist model shared the 
proceeds of growth more equally between wages 
and profits. There was a stable relationship 
between wages and productivity, and those were 
the three most stable decades in history. The third 
period was from 1970 to 1975, when wages rose 
more sharply than productivity. The era became 
known as the profit squeeze, and it had a different 
sort of crisis, but a crisis nonetheless. As soon as 
we deviate from the rule that wages should rise in 
line with productivity, we get crises. 

When wages fall behind output, what is it that 
leads to instability? Two things happen. First, 
there is a big effect on demand. If we start cutting 
wages behind output, purchasing power falls 
behind the extra output, there is deflation and we 
end up with consumer societies without the 
capacity to consume. If we had allowed that to 
happen in the 1920s and the post-1990s, 
economies would have ground to a halt much 
more quickly. The solution was to pump in debt; 
debt as a proportion of GDP rose dramatically in 
those periods and kept economies going. Of 
course, that process of pumping in debt to 
maintain demand is unsustainable. It does not 
stop recessions; it merely delays them. That is the 
first reason why, if you let wages fall too far behind 
productivity, you end up with a recession.  

The second reason is that high levels of 
inequality, in which you concentrate the output of 
the economy and create big surpluses at the top—
surpluses in business and among the wealthy—
result in asset bubbles. Most of the money that is 
in those great surpluses at the top does not get 
spent on productive activity or investment. Indeed, 
over the past 15 years, the proportion of private 
investment in the economies of the United 
Kingdom and the United States has been falling, 
despite the rising profits. I am sorry, but I do not 
have a graph that shows that. 

Basically, the surpluses go in search of the 
highest returns, and the highest returns are not 
delivered by long-term investment in business, 
manufacturing or small businesses, so the money 
goes into a tsunami of hot money that circulates 
around the world, creating asset bubbles in 
property, business and commodities. That is 
exactly what happened after 2000.  
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There are two sources of pressure: falling 
demand and big surpluses at the top. Both of them 
are leading us in the direction of an economy that 
is eventually going to implode. 

That is a controversial explanation of the real 
cause of the 2008 crash. It is not shared by 
mainstream economists at all, although a number 
of economists in America have started to say 
similar things. It is certainly not the orthodox 
explanation. 

I want to say something quickly about what is 
happening now. Why are we finding it so difficult to 
get out of this recession, even though we have 
been pumping in money and engaging in 
quantitative easing and so on? The reason—as 
you will see if you look at demand in the 
economy—is that consumers have 7 per cent less 
in their pockets to spend than they would have 
had if the wage-profit share distribution was the 
same as it was in 1979. That represents £100 
billion-worth of consumer spending that is not 
happening, not only this year but every year since 
2007. I should point out—this is my Scottish 
reference—that that is roughly the equivalent of 
the GDP of Scotland. Effectively, what we have 
done is take out of the UK economy the total 
consumer demand of Scotland—it is a bit more 
than that, actually, as it is roughly equivalent to the 
consumer demand of the Manchester conurbation. 

On the other hand, business and the super-rich 
have been building their surpluses. According to 
The Sunday Times, the top 1,000 people now 
have £250 billion more than they did in 2000. 
Corporate balances in Britain now stand at 
between 5 and 6 per cent. That is a record. We 
have not had corporate surpluses of that level 
since the war. 

When people say that there is no money in the 
economy, that is not true. There is plenty of 
money; it is just in the wrong places. What is 
happening to the corporate balances? They are 
not being spent. There are lots of reasons why 
they are not being spent but the fact remains that 
they are not being spent. The result of that is 
paralysis. That is the real reason why we are 
finding it impossible to recover, and that lesson 
has not been learned. 

As we know, over the past two years, wages in 
the UK have been falling. In 2010, real wages fell 
by an average of 3.7 per cent and in 2011 they fell 
by 3.8 per cent. We have effectively had a 7 per 
cent fall in real wages over the past two years. In 
contrast, the rich have been firewalling their 
wealth. Slide 11—I have thrown it in just for a bit of 
fun—is a Conservative Party election poster, 
which you can still buy from Conservative central 
office. It shows a slogan that has long been used: 
that this recession will be different from all the 
others, and that 

“We‟re all in this together”. 

Slide 12 shows a graph that charts what has 
been happening to top executive and employee 
pay since 2000. As you can see, top executive pay 
has been rising much more rapidly than employee 
pay. That was true until before the recession, and 
the gap closed slightly after the recession, but 
since 2009 it has continued to widen. While the 
majority of the population has been experiencing 
wage cuts, top executive pay has continued to 
rise. 

The things that are happening now will be 
permanent features. Those include the fall in real 
wages over the past two years, and worsening 
employment terms and conditions such as 
pensions, which are being eroded across the 
country. 

One interesting thing about every recession is 
that wages and working conditions have worsened 
during the recessions and stayed lower 
afterwards. They did not recover, and the same 
thing will probably happen now. Indeed, the Office 
for Budget Responsibility, which is the 
Government‟s independent forecasting body, has 
a graph—I have not put it in my presentation—that 
shows what will happen to the wage share until 
2017; it says that the wage share will continue to 
fall by another four percentage points over the 
next four years. 

What are the lessons? Lesson number one is 
that we have clearly been backing the wrong 
theory over the past 30 years. More equal 
societies smooth out the business cycle, whereas 
more unequal societies exaggerate, which leads to 
an inflaming of the cycle: they increase the peak, 
deepen the fall and lengthen the trough. 

The second lesson is the one to which Max 
Hastings was referring in the quote that I read out 
at the beginning. A model of capitalism that fails to 
share the proceeds of growth will eventually not 
work. The phrase that I have used is that a model 
of capitalism that continues to concentrate the 
proceeds of growth in the hands of a small group 
will eventually self-implode. 

The third lesson—this one is probably more 
controversial, although I am sure that they all 
are—is that Governments need to extend their 
range of economic goals. Governments have a 
range of economic goals such as controlling 
inflation, controlling the fiscal deficit and so on, but 
the lesson is that Governments must take some 
responsibility for the level of inequality in society. 

If the analysis that too much inequality leads to 
failing economies is correct, Governments—
because no one else will do anything about it—
need to take responsibility. We need a new series 
of targets for things such as pay ratios, the wage 
share and the share of income that goes to the top 
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1 per cent, and we need to look at the distribution 
of tax rates. There is a new role for Government in 
that regard. 

There would be howls of protest if Governments 
started doing that, because it would be viewed as 
more unnecessary bureaucracy and state 
intervention, but that is the lesson. It is not a totally 
theoretical argument. Indeed, in the past six 
months, some of these ideas have been taken up 
at a very senior level. Just a few weeks ago, 
President Obama raised a number of issues about 
the effect of inequality in his state of the union 
address, and the chairman of his economic 
advisory group, Alan Krueger, gave a speech in 
which he made a number of similar points; as far 
as I can see, it was totally ignored in the UK. The 
issue has also been raised by both the 
International Monetary Fund and the OECD, which 
is on record as saying that wage shares have 
fallen too far and need to be higher. 

I am probably over my time, so I will leave it at 
that. Thank you very much. [Applause.] 

The Convener: Thank you very much for what 
people will agree was a very interesting, 
challenging and controversial presentation. I am 
sure that many people have questions to ask and 
points to make, but I think that we will hear all the 
presentations first and then have a question-and-
answer session. 

We will hear next from Katherine Trebeck, who 
works with Oxfam in Scotland as the research and 
policy adviser on UK poverty. Dr Trebeck holds a 
PhD in political science from the Australian 
National University; she led the Wise Group‟s 
research and policy efforts; and she now works on 
Oxfam‟s humankind index, which looks at 
Scotland‟s real prosperity as developed through a 
range of community consultations. We are very 
pleased that you could make it today, Katherine, 
and I hand the floor over to you. 

10:36 

Dr Katherine Trebeck (Oxfam Scotland): 
Thank you, convener. I also thank the STUC for 
inviting me this morning. 

I have to say that I had been wondering why 
Oxfam had been invited. Stewart Lansley and 
Mike Danson have a lot of complicated graphs in 
their presentations, while our presentation simply 
has a lot of photographs. However, at the end of 
his presentation, Stewart talked about the need for 
the Government to extend the range of goals that 
it focuses on and the need to confront what he 
warned are the permanent features of the 
economy, and I think that those points are 
reflected in Oxfam‟s very humble attempt to 
provide policy makers with a tool for taking 
account of the wider issues that are important to 

people and their lives. I hope, therefore, that 
things flow on quite seamlessly, although I do 
have a lot of photos. 

Nevertheless, there is an important reason for 
including these photos. Oxfam gathers its 
intelligence—indeed, gets its mandate—from the 
communities that it works with. They are our 
partners. Across the world, we work with others to 
overcome suffering and poverty and that is very 
much how we are working in Scotland. The first 
photograph shows a community organisation in 
Glasgow called Karibu Scotland—karibu is Swahili 
for welcome—which has been set up by African 
women to support other African women who have 
come to the country, often as asylum seekers, and 
do not have the kind of social supports that we 
know are so important for people experiencing 
poverty. The organisation seeks to deliver that 
support; for example, it is creating a community 
garden and has set up a little social enterprise 
called Taste of Africa. If you ever need catering in 
Glasgow, you know where to go. 

With regard to climate change and adaptation 
measures, we have taken a group of people from 
Govan to South Uist to work on a coastal barrier 
that will protect very valuable machair land from 
the tides coming in as a result of climate change. 
Once again, Oxfam is bringing lessons that it has 
learned around the world to bear on its work in 
Scotland. 

The next photo shows a fabulous community 
radio station in Glasgow called Sunny Govan, 
which works with communities and whose motto is 
“Your Station—Your Creation”. It is all about 
valuing people‟s contributions and working 
together to address problems in the Govan 
community. It is an incredibly energetic station—
indeed, the Scottish Government uses it to 
advertise—and you are very welcome to go and 
have a look at it. 

Another organisation that we work with, the 
Clydebank Independent Resource Centre, offers a 
range of support to people experiencing 
disabilities or going through the machinations of 
the welfare system and the changes to it. For 
example, it supports people in taking care of their 
debt and will appeal welfare decisions that people 
feel have been wrong. 

Interestingly, all the organisations that Oxfam 
works with are run by women. We know that in 
Scotland as well as around the world poverty is a 
gendered issue, and it is perhaps coincidence but 
not very surprising that all these wonderful 
organisations, which are not exclusively for 
women, have very strong leadership from women. 
The next photo shows the thank you notes that 
Clydebank Independent Resource Centre has 
received; the centre has about five or six boards of 
such notes from people in the area it has 
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supported and helped to challenge some of the 
decisions that are being made as a result of 
changes in the welfare regime. It certainly plays a 
very important role. 

This morning, Mike Danson described what you 
can see on slide 7 as the “Sesame Street” 
diagram. Oxfam works around the world through 
our partners to overcome poverty and suffering. 
We use the same approach in our analysis of the 
issues that could cause poverty and that 
perpetuate poverty. The model shown in the slide 
is the sustainable livelihoods approach, which was 
developed by the Department for International 
Development. Oxfam uses it globally and, 
increasingly in the UK. It helps us to frame our 
understanding of poverty. It reminds us that 
poverty is not just about financial assets and that 
people who are experiencing poverty draw on a 
range of assets in their community to prosper, help 
themselves out of poverty, survive and be resilient. 
The model applies to individuals just as much as 
to families and communities, and it applies to 
countries as well. I will talk about that later. It 
should be kept in mind when I explain where our 
analysis comes from. 

Our thinking has been framed by the 
sustainable livelihoods approach and it translated 
into the “Whose Economy?” programme—the 
question mark is crucial—which we ran with Mike 
Danson and the University of the West of 
Scotland. We ran a series of seminars, which were 
filmed, and we had a discussion paper. The 
seminars and the discussion paper can be 
accessed online, and the presentations that 
people made have been written up into little book 
chapters, which are on the Oxfam website. 

We have a forthcoming policy paper called “Our 
Economy.” Again, the punctuation—the full stop—
is important. It is about our economy—an 
economy that serves the people rather than the 
other way round. I will talk about the humankind 
index later. I am talking about the analysis that has 
informed and underlies the humankind index, 
which is crucial. 

In the “Whose Economy?” discussion, it was 
asked why, after decades of economic growth, 
regeneration policies and anti-poverty policies, 
poverty in Scotland has not really been reduced. 
One in five people still lives in poverty, largely. 
Things have improved for some groups—
pensioners, notably—but poverty has not gone 
down to the extent that it should have.  

Instead, health inequalities are getting 
profoundly worse and more heartbreaking. In 
particular, I am sure that you are all familiar with 
the unexplained premature mortality rate in west 
central Scotland—the Glasgow effect. The extent 
of health inequalities in Scotland is profoundly 
captured in a rather heartbreaking version of 

Glasgow‟s rail map, with which you will probably 
be familiar. The life expectancy of a male who 
lives in Jordanhill in Glasgow‟s west end is almost 
76 years. Male life expectancy will fall by around 
two years for every station that is travelled to 
eastwards. At Bridgeton, a male can expect to live 
for less than 62 years. The figure gets worse 
further east. I am talking about men dying before 
they reach their official pension age, which is 
absolutely unacceptable in a rich country such as 
Scotland or the UK. Something is going very 
wrong in the economy that we have created here, 
which allows those health inequalities to exist. 
That is why Oxfam is turning its attention to 
poverty in the UK as well. 

To return to the “Sesame Street” diagram, what 
“Whose Economy?” showed us was that the 
pursuit of a very narrow type of financial asset has 
been at the cost of our social assets, our human 
assets—particularly with the health inequalities—
and our environmental assets. That is crucial, 
because we know that the most important assets 
for poorer communities and people who are 
experiencing poverty are their social assets, not 
their education, their health—we see that people 
are often unhealthy—or the money that they get 
from the state or through their income. We know 
that there is dire in-work poverty and that the 
benefits that people get from the state are way 
below the poverty level. It is people‟s social 
assets—their families and friends—that enable 
them to survive. 

The problem is that we are creating a paradox in 
Scotland. People are relying on those social 
assets, but the irony is that the economic 
development that is being created relies on those 
social assets as well. People are expected to be 
hypermobile, hyperflexible and on demand when 
business requires them to be. I refer to the just-in-
time inventory; people are becoming just another 
factor of production. However, that is problematic 
because it relies on their crucial support systems, 
yet it threatens to destroy those, because you 
cannot keep relying on your social assets without 
being able to reciprocate and support each other. 
That is a dangerous paradox that has emerged in 
the economy that has been created and it conflicts 
with what people need to be resilient and to 
prosper. 

You will be familiar with the fact that we have 
experienced deindustrialisation, particularly in 
Glasgow, which lost more, as a percentage of 
employment in manufacturing, than other parts of 
the UK did. In place of heavy industry, there has 
been the creation of lifestyle flats, shopping 
centres and a service-based economy built around 
lifestyle consumerism and the retail process. The 
problem is that that mode of regeneration and 
economic development has starkly come at the 
cost of communities. Those are the communities 
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that Oxfam spends its time working with, engaging 
with and supporting. 

The problem is that many of those communities 
have derived hardly any benefit from the 
consumerist, service-based economy that has 
been created. There has been no trickle down to 
those communities—trickle down has not worked. 
Instead, their marginalisation from the dominant 
mode of economic development has increased 
and, as we have seen in health inequalities, the 
gaps are widening. 

Oxfam wanted to create a tool of policy making 
and a frame of reference that would help take 
account of the five assets shown in the slide that 
Mike Danson called the “Sesame Street” 
diagram—five areas of life that are important for 
communities, for individuals and for a country. The 
diagram shows us the five assets that the 
sustainable livelihoods approach reminds us are 
so important for communities. The diagram 
highlights that the frame of reference is not about 
only financial assets and it shows nicely that 
equilibrium is quite important. 

Let us reflect on how problematic GDP has 
become and how counter it is to the interests of 
communities. I often wonder whether a better 
phrase for the acronym GDP to stand for would be 
generally deplorable policies. I have included a 
lovely comment from Mark Anielski, who is a 
Canadian economist, on what is important in GDP. 
He reminds us that, for GDP, the hero is a chain-
smoking, terminal cancer patient going through an 
expensive divorce who crashes his car on the way 
to his job as an arms dealer because he is texting 
while eating his take-away hamburger. That is not 
a very pleasant man, but it is a man who is doing 
all those activities that are increasing GDP. 

The problem is that GDP records as a rise 
gambling; dealing with crime and prison 
expansion; outsourced care, rather than care in 
the home in the core economy; more cars; 
cleaning up an oil spill; and increases in the top 
incomes without—as Stewart Lansley explained—
improvement in the incomes of others. Those 
activities all increase GDP, but they do not 
represent what is important for our communities 
and what our communities need. 

As David Cameron has recognised and as 
Caroline Spelman, the Conservative Secretary of 
State for Environment, Food and Rural Affairs, 
recently acknowledged in her call for GDP-plus, 
GDP ignores all the other important things that 
make our communities strong, such as the unpaid 
community work that is done, in particular, by 
women, and walking to work. I walk to work, but 
that does nothing for GDP, although it does a lot 
for my state of mind when I get there. 

As Stewart Lansley said, pursuing equality is 
part of the frame of reference. Equality is not 
captured by GDP, but it is so important to our 
communities and to the economy. Environmental 
sustainability, prevention of ill health and time with 
family and friends are what we know are most 
important to us, but they are not captured by GDP. 
We wanted to do something about that. 

I will quickly reflect another problem with GDP, 
in case you have the misconception that it might 
be fit for purpose. I would argue that GDP is a 
lagging indicator. As Stewart Lansley said, the two 
previous recessions were preceded by rises in 
inequality before the technical recession was 
reached. Before GDP started tracking downwards, 
inequality was going up. That is obviously 
something that GDP had missed. The point is 
reinforced by the Joseph Rowntree Foundation‟s 
work on monitoring poverty and social exclusion. 
Before GDP started tracking downwards, things 
such as unemployment for young people, the 
number of people in low-income households and 
the number of children in low-income households 
where one adult was working were rising. That 
was all prior to the recession. The economy was 
already showing signs of failing the people before 
that was picked up by GDP and before GDP gave 
us any sense that there was cause for concern. All 
those things were already starting to bubble away 
and to become more problematic. 

What do we do about it? We need to start 
remembering that real wealth is about the 
conditions of wellbeing, which is what the old 
English word for wealth means. Real wealth is not 
just about stockpiling cash but about remembering 
all the assets that are required for collective 
prosperity, as captured in the sustainable 
livelihoods approach. It is also worth reflecting on 
the fact that wellbeing is about developing as a 
person, being fulfilled and making a meaningful 
contribution to the community. The poverty that is 
experienced by the groups with which Oxfam 
works is very much a failure of wellbeing, so there 
is a vital and urgent need to reframe the policies, 
the debate and the politics so that they take 
account of all the conditions of real wellbeing—the 
real wealth. It is not sufficient to look at just GDP; 
we need to have a strong, high-level policy tool 
that looks at all assets, not just our financial ones. 

Before I tell you what we are doing, I want to 
address the reframing of politics and reflect on 
what Michael Marmot and Richard Wilkinson‟s 
work for the World Health Organization has 
reminded us. It would not be possible to find two 
better regarded health practitioners and health 
economists. They stress the importance of a more 
caring and just society, both economically and 
socially. Marmot and Wilkinson remind us that 
people need to feel valued and appreciated, have 
a sense of belonging and control, have meaningful 
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work in which they can participate in decisions, 
and play a meaningful role in the economic and 
cultural life of society. Those two helpful people 
are telling us that, without those factors, people 
will be more unhealthy, and that is being reflected 
in the current health inequalities in Scotland. They 
warn us that, when we address health inequalities, 
we need to take account of other factors and the 
quality of the economy. It is not just about 
charging ahead and increasing economic growth 
per se but about the quality of that growth, how it 
is distributed and, as Marmot and Wilkinson 
remind us, a more caring and just society. 

Keep that in mind when I talk about how we 
have framed the humankind index and how we 
have made it participatory in its construction—it is 
about putting communities back at the apex of 
policy making—and when I talk later about the 
national performance framework and the purpose 
targets. Remember that there is a rational and 
health-orientated reason for talking to communities 
and making sure that they have control over the 
direction of society. 

We are not starting from scratch by any means. 
The humankind index builds on a lot of existing 
models and expert work from around the world, 
such as the sustainable livelihoods approach, the 
work that Sen and Stiglitz did for Sarkozy, the 
work of the Equality and Human Rights 
Commission and all sorts of other work. We are 
drawing on that work, hopefully cherry picking the 
best ideas and bringing them together in our 
humble project. 

The creation of the humankind index has 
involved a fantastic steering group consisting of 
members of political parties in Scotland, including 
Patrick Harvie, and members of the Scottish 
Trades Union Congress, such as Stephen Boyd, 
to whom I am grateful. It has also involved all sorts 
of other people in Scottish civil society and 
business, such as Scottish Business in the 
Community and the Poverty Alliance. We also had 
an equalities and human rights expert make sure 
that the way in which we built the humankind index 
took account of human rights and, crucially, 
equalities, and we have recently been joined by 
the Improvement Service. We have been excited 
to have that fantastic steering group involved. 

We did not sit down straight away with the 
steering group and dictate what was important to 
communities. Not only would that not have been 
Oxfam‟s style, it would have been incredibly 
inappropriate and counterproductive. We started 
by going into communities and talking to their 
inhabitants about what they needed to live well 
there. It was hard work, difficult and messy, but it 
was also a lot of fun. It was also fundamental to 
the construction of the humankind index, because, 
as I have said, it meant that the communities were 

at the apex of making it happen. We asked them 
what the conditions of wellbeing—real wealth—
were in their community. 

We carried out that consultation using a 
fantastic team of people from the New Economics 
Foundation, the institute of development studies, 
the University of Glasgow and so on. They 
advised us on our methods and helped to 
construct the different components of the 
consultation. 

We used all sorts of different methods, some of 
which you might have seen last year at the 
STUC‟s annual conference in Ayr. We had a street 
stall, which was brilliant; I am grateful for the 
STUC‟s contribution in that regard. We had 
community meetings and focus groups, and 
developed an online media tool that allowed 
people to drag and drop their priorities. We held 
an event at the Scottish Parliament, and we ran a 
YouGov poll that captured a representative 
sample of Scottish public opinion. 

In the consultation, we made a real effort to 
reach out to seldom-heard groups to illuminate 
their voices in the construction of the humankind 
index. That was fundamental. We wanted to speak 
to those people whose interests are so often 
marginalised in the formal public policy-making 
process. 

We had 11 groups, nine community workshops 
and 11 street stalls, in addition to the online survey 
and the YouGov poll. In aggregate, almost 3,000 
people have been involved in some way in telling 
us about their priorities and what they need to live 
well in their community. 

We made a particular effort to reach out to 
disadvantaged communities in Scotland. We went 
to where those communities were, such as 
shopping centres and community organisations, 
and we worked through established networks in 
order to have conversations with people who were 
working on a street stall, for example. 

We spoke to young people and older people, 
and we went across the country, all the way up to 
Benbecula and to Dundee, Hawick and 
Motherwell. People came from all sorts of different 
backgrounds, and there were some fantastic 
disagreements, arguments and discussions. There 
was also quite a bit of agreement among people 
about what they really need to live well in their 
communities in Scotland. 

We are now gathering all those voices together. 
The New Economics Foundation has been 
charged with bringing them together and 
developing a set of priorities, which we are calling 
the subdomains of the humankind index. They are 
weighted according to people‟s preferences so 
that we know how important one area of life is vis-
à-vis another. 
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We recognise that, at a time when public 
spending is being reeled back in, there are some 
tough decisions for policy makers. We wanted to 
get a sense of where people‟s priorities really lie, 
so we wanted those preferences to be weighted 
accordingly. We have that set of policies, and we 
are now assessing Scotland‟s performance 
against them to find out how it is doing vis-à-vis 
those people‟s priorities. 

We are doing that with the Fraser of Allander 
institute at the University of Strathclyde. It has 
been able to draw on the expertise of people who 
are working with the data sets day in, day out to 
identify where the appropriate indicators are. We 
have a health economist, an expert in public 
mental health, an environmental economist and 
people who know about all the poverty data sets. 
We also have a lot of experts in employment and 
skills: people who know about the measures of 
relationships and so on. We are drawing on the 
right people to help us to identify where we can 
best find out how Scotland is performing against 
those particular priorities. 

Those subdomains have strong messages for 
policy makers. We will develop the composite 
humankind index so that we can track how 
Scotland is doing over time. We are backcasting it 
so that we can understand the change over a 
certain amount of years. We will also break it 
down by local authority, and we are looking at how 
deprived areas of Scotland have performed 
against those priorities. 

It was important for Oxfam that we looked at 
gender, because we wanted to see how women 
are experiencing those areas of life that are so 
important. Unfortunately, the data is not 
disaggregated to a sufficient extent. We see it as a 
process of continuous improvement. We will go 
back to the Government and say, “You need to 
start disaggregating the data so we can look at 
how women are experiencing those areas of life 
that are so important to them.” That is part of our 
on-going challenge and our lobbying work. 

We have the composite index that will track 
performance over time, which is what our media 
people tell us will capture the headlines. However, 
what is most important is the performance of those 
subdomains—or subindices—over time. That is 
what really tells the story about what is changing 
and what Scotland is doing well at, and where it 
could do a lot better. We need to remember that it 
is about not only the index but all those 
subdomains. 

When we start to consider some of the 
messages for policy makers, Marmot and 
Wilkinson remind us that it is not just growth and 
jobs per se that are important but the quality of 
jobs. Marmot and Wilkinson say that 
unsatisfactory and insecure jobs can be just as 

harmful as unemployment. That has come out in 
the humankind index. We need to think about the 
quality of jobs. We need to talk about the 
distribution of work and the quality. 

As I said, Marmot and Wilkinson highlight the 
importance of social support that provides 
practical resilience and emotional resources to 
communities that experience poverty and to 
everyone across the spectrum. Such support is 
also about people being more resilient to health 
issues and disease. For policy makers, that means 
that we need to start cultivating people‟s 
relationships with their family and friends. That is 
where the humankind index can be useful. It might 
mean that, when we think about work, the raw 
employment figures are not necessarily the best 
measure. We need to start having a conversation 
about the measure of decent work for Scotland—
decent work that allows people to feel that they 
are participating in their employment, that meets 
the other priorities in their lives and that lifts them 
out of poverty. 

That is a whole other conversation, but it is the 
sort of discussion that we hope will be opened up 
by the process of developing the humankind 
index. It might mean that we need to consider 
different planning priorities that start to prioritise 
industries that deliver decent work, rather than just 
industries that pay below-poverty wages. Perhaps 
we need to have a conversation about where the 
Government directs its support. Maybe we should 
have a conversation about Government directing 
its support to firms that provide decent jobs, rather 
than just firms that provide lousy, insecure jobs. 

On relationships with family and friends, we can 
have policy discussions about issues such as 
working time limits and perhaps reducing 
commuting time so that people can spend more 
time with their family to cultivate the social aspects 
that I have talked about. We hope that exploration 
of the humankind index will open up all sorts of 
discussions for Scotland. I want to develop a 
policy framework such as the one that is used in 
Bhutan, where gross national happiness is 
assessed. Perhaps there could be some sort of 
humankind assessment. 

I also want to explore Scotland‟s leadership 
potential around the world on the issue. Oxfam as 
a global organisation is excited about the 
humankind index in Scotland, which it sees as a 
pilot project that we can perhaps take to other 
countries where Oxfam works. We can imagine 
the sort of conversations that that will open up. 
Other countries might be able to learn from 
Scotland‟s mistakes. Equally, Scotland might be 
able to learn from the way in which other countries 
value issues such as kin, family and the 
environment. 



  21 FEBRUARY 2012   
 

13 
 

Civil society is already coming together to 
support these ideas and to start thinking about 
nuanced economic growth and the quality and 
distribution of economic development, rather than 
just economic growth per se. Last year, Oxfam 
worked with Friends of the Earth Scotland and 
WWF Scotland to call for changes in the national 
performance framework. We were supported in 
that by more than 45 civil society organisations in 
Scotland, ranging from the STUC to the Royal 
College of Nursing, and Buglife. A diverse group of 
organisations supported our call for a more 
nuanced understanding of economic growth that, 
crucially, captures quality and distribution. 

I will say a quick word about the golden rules 
and the purpose targets, which I guess are the 
topic of the seminar. In light of what the 
humankind index is starting to tell us about the 
need to consider the quality and distribution of 
economic growth, it is worth reflecting that the 
Government‟s purpose targets, on economic 
growth, productivity, participation, employment, 
solidarity, cohesion and sustainability, are largely 
measured by metrics that are dominated by GDP. 
I have pointed that out in red on slide 46—
members can see that the measures that are used 
are productivity, labour market participation, 
population growth and income. We rely on a fairly 
narrow set of measures and indicators for our 
purpose targets, which is problematic and causes 
one to ask, “What is this purpose really about?” If 
we focus only on GDP, productivity, participation 
and income, where is the discussion in that about 
the quality of jobs and the accessibility of the 
labour market to those who have been out of work 
for many years? Where is the discussion of 
inequality across the income spectrum, not just for 
the 30 per cent in the lowest income deciles? 
Where is the discussion of the health of the 
population rather than just population growth per 
se? Where is the talk about the productivity and 
market shares of social enterprises and our co-
operatives—the sort of organisations that support 
people to feel in control of their workplaces? 
Where are the measures of things that really 
matter to people rather than just GDP? 

Admittedly, a few of those things are picked up 
in the national objectives, which suggests to me 
that there is cause for hope. I think that policy 
makers and the Government understand the 
importance of those things, but there is a 
hierarchy, which is problematic, because those 
things are fundamentally excluded from the 
purpose targets. They might be picked up lower 
down in some of the indicators and measures in 
the national objectives, but they are not at the top 
of the decision-making tree for Government. That 
is why the humankind index is vital. We need to 
reposition the things that are really important to 
people‟s lives and communities‟ resilience and 

ensure that they are at the apex of participation 
and of Government decision making. 

I leave you with a slide about how to do 
community development better. The photo shows 
the Sunny Govan radio station again. A lot of 
regeneration money has been poured into Govan, 
but Sunny Govan has done something incredibly 
simple to bring communities together. It put a 
bench outside the radio station where people can 
come together. They sit there and speak to each 
other. They discuss things and support each other. 
The hairdresser next door now has a bench, and 
the pub across the road has one. It is a beautiful 
way of doing community development. 

We are launching at the end of April, and 
invitations will be circulated shortly. Thank you. 
[Applause.] 

The Convener: Katherine, thank you for that 
presentation. I cannot help reflecting that, given 
events around a certain football club, there is a 
serious lack of happiness in Govan at the moment, 
so it is good news that you are brightening up lives 
in that part of the country. 

I am sure that there will be lots of comments 
and questions in relation to Katherine‟s 
presentation, but I want to move on and invite our 
third speaker, Professor Mike Danson, to make his 
presentation. We will have an opportunity to ask 
questions and make comments at the end. 

Mike Danson will discuss the performance of 
Scotland‟s European neighbours in balancing 
dynamic economies with greater social equality. 
He is the associate dean of research and 
commercialisation at the business school of the 
University of the West of Scotland, where he is 
also a reader in economics and management. He 
is a specialist in regional economics and policy 
development and a recognised expert in regional 
development agencies and their programmes and 
policies. He has been involved in helping to 
develop Government policies and strategies 
including a volunteering strategy for Scotland, a 
strategy for an ageing Scotland and the 
employability framework. 

We now have spare copies of Mike‟s slides, so if 
anybody who did not get a copy would like one, 
we will pass them round. I think that Mike himself 
wants one—it will be helpful if he has a copy. I am 
delighted to hand over to him. Mike, the floor is 
yours. 

11:08 

Professor Mike Danson (University of the 
West of Scotland): Thank you, Murdo. I thank 
both the committee and the STUC for the 
invitation. 
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I will compare Scotland with a cross-section of 
other parts of Europe. It is notable that the 
seminar that was held here two years ago was 
about the arc of prosperity. For various reasons, 
that term has been dropped, but I have 
deliberately gone back to it because, if somewhere 
is prosperous, it suggests to me that it should 
have sustained prosperity. How have those 
countries fared during the recession, the crisis and 
so on? Do they have lessons for us? Do they have 
a better balance? Earlier, we were told as a 
headline that countries in which there is more 
equality tend to have better standards of living, 
better levels of happiness and so on. I hope to 
bring the two previous presentations together. 

I will talk about poverty and inequality again, 
because they are the most important issues facing 
Scotland. We should not forget that. Lesley 
Riddoch argued at the weekend that we should 
decide what the important things are for Scotland 
and then say what the best way is for the 
Government to address them. Slide 3 shows the 
conclusion that Katherine Trebeck and I wrote at 
the end of the “Whose Economy?” series of 
seminars. Why do we have persistent poverty in 
Scotland when we have such economic 
prosperity? The UK is the seventh biggest 
economy in the world, according to the UK 
Government, and the Scottish Government says 
that Scotland could or should be the sixth richest 
country in the world, so why on earth do we have 
horrendous levels of poverty? One in five children 
in Scotland lives in poverty. That is a rate found in 
Portugal and Poland, not in the Nordic countries or 
in developed Europe. Why are we so different? 

One of the speakers in the seminar series—
Professor Adrian Sinfield, who worked with Peter 
Townsend and others for a long time on poverty in 
the UK—finished his remarks by asking why we 
have less poverty than the US but much more 
than Norway, Sweden and Denmark. It is not to do 
with people. It is not to do with Scots in the same 
way that it is not to do with those who live in inner 
London, in Newcastle or wherever. Rather, it is to 
do with the generosity of the welfare state 
elsewhere. The welfare state is critical in raising 
people out of poverty and addressing inequality. 
As we have heard, it is also important in raising 
levels of sustainable economic growth and so 
forth. I will come back to that. 

Why talk about the arc of prosperity? When the 
Prime Minister was up in Scotland last week he 
referred to small countries and said that Scotland 
as a small country could make it on its own but 
that 

“we are better off, we are stronger together, we‟re fairer 
together, we‟re richer together”.  

That suggests two things. First, it suggests that 
we can measure strength, fairness and richness. 

Secondly, to say that Scotland would be better off 
within the UK or that the UK is better off than other 
countries suggests that comparisons have been 
made. I will make a series of comparisons that 
suggest that, perhaps, we are not stronger, fairer 
and richer in the UK as a whole or in Scotland 
compared with the comparator countries close by 
us. There are important lessons for us to learn. 

Are we richer? I will quickly show you three 
graphs from the IMF, the World Bank and the CIA, 
although I do not normally quote such people. 
These figures are the latest available on 
purchasing power parity and take into account the 
differences in spending power for the pound, the 
euro and so forth. In each case, I have picked out 
the comparator countries‟ figures in red and the 
UK‟s in green. Generally, Scotland‟s figure will be 
about the UK average or slightly below on 
whatever indicator we come to. On slide 7, you 
can see that, even in 2011, Iceland and Ireland—
basket-case countries—were doing better and had 
higher income levels and GDP per capita than the 
UK and, therefore, Scotland. That slide was not on 
purchasing power parity—sorry, I forgot to take 
that slide out—but the next three are. You can see 
that all the comparator countries, including Ireland 
and Iceland, are better off than the UK as a whole, 
which is, on average, better off than Scotland. 
Iceland is slightly below the UK in the World 
Bank‟s measurements, but all the other 
comparator countries are better off than the UK. 
The CIA, in “The World Factbook”, also puts the 
average income in the UK below the average 
income levels in those other countries. Those 
figures suggest—and here is the headline—that 
we are not richer than those small countries, which 
suggests in turn that those small countries 
perhaps have something going for them. 

Taking on board all the points that Katherine 
Trebeck made about GDP, this situation has not 
come about in a short time. We can trace it back 
200 years but, over the past 30-odd years, 
Scotland‟s growth rate has been well below that of 
many comparator countries. Picked out in green 
on the graph on slide 11 are the small nations in 
Europe that have all done better than we have.  

You saw the next graph a couple of years ago. 
Over the 30-year period of 1975 to 2005, 
Scotland‟s long-term growth performance was 
lower than that of comparator countries. It was 
lower than that of the UK, but the UK itself also 
has not done as well. That takes us up to the 
recession, and we will come back to that. 

The evidence suggests quite strongly that we 
are not richer and that our economy has not been 
growing as quickly as other economies. From 
there, we can start to ask the question. That is just 
one corner of the triangle that we will address. 
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The figure on slide 13 was produced by Scottish 
Enterprise and shows the quartiles according to 
the OECD. If a country is shown in green, that 
means that it is doing best on whatever the 
indicator is; if it is shown in red, that means that it 
is in the bottom quartile. Scotland has a number of 
reds and a sprinkling of 2s and 3s. All the other 
countries that are small nations in the north of 
Europe have tended to do better than Scotland in 
at least one of the indicators, but in most cases 
they have done better in many more and 
sometimes have done better across the board. So, 
in a broad-based approach, looking at indicators, 
objectives and so on that accompany the golden 
rules, Scotland has not been doing well. Again, 
that can be repeated for many other parts of the 
UK, which suggests that there is something wrong 
with the UK and so on and so forth, as Stewart 
Lansley argued earlier. 

Are we fairer? The income inequality slide for 
selected OECD countries compares the countries‟ 
Gini coefficient—the measure of inequality—from 
the 1980s to the mid-2000s. The lower the Gini 
coefficient, the more equal the society. Again, the 
countries in the bottom left of the chart that had 
low levels of inequality both in the 80s and in the 
2000s were the small northern countries of 
Europe: Finland, Norway, Sweden, Denmark and 
Iceland. Great Britain and Ireland are both towards 
the upper right of the chart because both had high 
levels of inequality in the 1980s and in the 2000s. 
As we heard from Stewart Lansley, that position 
has been worsening over time and it is not a good 
way to be going. 

Slide 16 presents the OECD countries in a 
slightly different way in a bar chart that ranks 
countries from left to right in increasing order for 
the Gini coefficient. Again, it shows that the small 
independent countries tend to be on the left-hand 
side because they have low levels of inequality. As 
you would expect, the OECD average is in the 
middle. Great Britain is towards the right-hand side 
close to Italy, Portugal, the USA and so on. Again, 
that suggests that we have a more unequal 
society than the comparator countries. 

The table on slide 17 shows figures for poverty 
and social exclusion that have been taken from a 
European Union publication. The table shows 
three different definitions of poverty, the first of 
which is people who are at risk of poverty “after 
social transfers”, which means after welfare 
payments have been made, taxes taken and so 
on. We can see from the table that the UK figure 
for the rate of poverty is higher than the average 
figure for the enlarged Europe of 27 countries. The 
third column in the table refers to worklessness, or 
the number of people up to the age of 59 in 
households with “very low work intensity”. Again, 
we have appreciably higher levels of poverty due 

to worklessness than those for other parts of 
Europe. 

So our average incomes overall are lower than 
comparator countries and we have higher degrees 
of poverty and inequality. To underpin and 
underline what Stewart Lansley said earlier, we 
have many more of the super-rich and very rich on 
the one hand and a lot more people living in 
poverty on the other. Again, Ireland is about the 
same as the UK in that regard because it has 
followed a similar neoliberal economic strategy as 
advocated by Sir Keith Joseph, von Mises and the 
others who were mentioned earlier; whereas the 
Nordic countries, including Iceland, have a 
different approach. We can see from the table that 
Iceland has much lower levels of poverty. 

To put it a different way, children in Scotland are 
twice as likely to be in poverty as those in Norway 
and Denmark and as likely to be in poverty as 
those in Poland, Portugal and Lithuania. Where 
does Britain stand in the spectrum of who can 
afford to have their children in poverty and who 
cannot? 

Slide 18 shows a table for unemployment rates. 
Tragically, youth unemployment is high across the 
European Union, but it is lower in some of the 
Nordic countries and appreciably so in Norway. 
Male unemployment in the UK is about the same 
as the European average, but again it is lower in 
the other comparator countries, apart from Ireland. 
Britain has a lower rate of female unemployment 
than the European average and we also have 
more women in the labour market. However, far 
more women in the UK and in Scotland earn at 
poverty levels. 

You will be glad to know that I will not go into 
detail on the table on slide 19. It shows what 
different sorts of people can expect in the first six 
months of unemployment. The “AW” at the top of 
the table means average wage. So, if someone is 
on two thirds of the average wage and becomes 
unemployed, what income will they have 
compared with what they had before? In the 
Nordic countries, someone will have 80 or 90 per 
cent of what they had before they became 
unemployed, regardless of whether they have 
children or are one-earner or two-earner families 
and so on, as the table shows. In the UK the figure 
is 60 per cent, and 70 per cent for those with two 
children, so there is an appreciable difference in 
how we treat our unemployed. Once people on 
higher incomes become unemployed they are 
treated even worse in the UK than elsewhere. The 
UK‟s welfare state is used far less productively in 
helping people through joblessness and 
exacerbated poverty, and active labour market 
policies are far less effective than in comparator 
countries. 
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Trade union membership is important across the 
board, but particularly for women. That was 
mentioned earlier. Which countries have the 
highest rates of trade union membership in 
Europe? It is the comparator countries shown in 
red at the top of slide 20, where there are 
sustained higher levels of average income, higher 
growth rates, lower unemployment and much 
lower levels of poverty. Those things are not 
unrelated. The highest trade union density among 
women is also in the Nordic countries. 

There is a lot of qualitative information and 
discussion about gender equality, and I shall just 
give some figures on the global gender gap. Slide 
22 shows the data for a number of years, and the 
closer the figure is to one, the more men and 
women are treated equally. From 2006 to 2010, 
the top four countries in the world on a whole 
series of indicators of equality between men and 
women were the Nordic ones. In 2010, Ireland 
came in sixth place and Denmark seventh, and 
over the past few years the rankings have hardly 
changed. The UK was in 15th place in 2010 and 
its position has got worse. Going back to what Dr 
Katherine Trebeck said, if we look at increasing 
unemployment and the fall in real wages, the 
recession started before GDP fell, and women in 
the UK were beginning to lose out relative to men 
from 2006, if not before. So, on another important 
measure of equality, that between the genders—
the sexes—the Nordic countries lead the world 
and are well ahead of the UK. 

If we look at the detailed rankings on slide 23, 
we see that political empowerment is an important 
factor, with women having far greater economic 
and political power in the Nordic countries than in 
the UK or Scotland. On general educational 
attainment, however, the figures are close, with 
not much difference between being first and being 
28th. On higher education, in Europe the highest 
rates of graduates as a percentage of the 
population are in Finland and Sweden, and the 
lowest differences between urban and rural figures 
and in poverty levels are also in the Nordic 
countries. Equality has a number of dimensions, 
and again and again we see that the Nordic 
countries are fairer societies. 

A couple of weeks ago, Reporters Without 
Borders brought out figures on press freedom. 
Among the comparator countries, the UK comes 
out closest to the top, with a positive score, which 
is not a good thing as it is those that score below 
zero that are considered to be doing well. That is 
another measure of equality and power, and it is 
highly questionable how the UK has been doing in 
recent years. 

We are not doing well on being richer or fairer, 
so how about stronger? One of the earlier slides 
asked whether, because we are in recession, we 

are stronger because we are more resilient, more 
robust? Have we been able to handle the 
recession better than the small comparator 
countries, and how are we looking for the future? 
Are we investing more than those countries that 
do not have the benefit of the strength of the UK 
economy? Those countries that I have 
described—we will come back to this—have much 
higher tax rates for businesses and individuals.  

Slide 26 shows that some of the most 
competitive countries in the world are all better 
than the UK. Sweden, Finland and Denmark are 
more competitive. Who came up with the index? 
The World Economic Forum. How did it construct 
the index? It interviewed chief executives of the 
biggest corporations in the world. It asked where 
they would rather do business, and what are the 
best countries in which to do business. The 
answer was not the US and not the UK but those 
small, independent countries. Is the reason for that 
preference the countries‟ independence or is it the 
cohesion and solidarity and so on that are in the 
golden rules? We will discuss that later. 

Slide 27 shows entrepreneurial activity rates 
and from the Global Entrepreneurship Monitor 
survey, which is conducted right around the 
developed world and is increasingly moving into 
developing countries. The University of 
Strathclyde undertakes the construction for 
Scotland. The slide shows that the higher the total 
entrepreneurial activity index, which is a mixture of 
setting up small firms and being entrepreneurial 
and so on, the better. Scotland measures 4.6, so it 
is not as good as the UK and it is not as good as 
any of the comparator countries apart from 
Sweden, which has an index of 4.2. That is not a 
new phenomenon; the averages over the past few 
years are very similar. Scotland‟s percentage is 
less than 100, so it is not as good in any of the 
indicators as the other small countries. 

Let us see whether we are talking about 
resilience, robustness, or strength looking forward. 
What is our research and development like? Slide 
28 does not show the figures for Scotland, but it 
shows the absolute amounts of investment in 
information and communications technology in 
particular across the European Union. The highest 
in the whole of Europe is Finland, followed by the 
Netherlands, France, Germany and Sweden. 
Finland and Sweden have higher amounts of 
investment in ICT than does the whole UK. That 
suggests that they are getting ready for the future. 
They have strength looking forward. 

Slide 29 shows patent applications by member 
state in absolute amounts. The latest figures are 
from 2007 but other figures suggest that the 
ranking has not changed greatly. As we might 
expect, the UK has more patents than the 
comparator countries, but Germany and France 
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are far ahead of us. If we look at the figures per 
head of population, as in the middle column of the 
table, or as a proportion of GDP in the right-hand 
column, we can see that Finland and Sweden 
stand well ahead of the UK, and Scotland is well 
behind the UK. Denmark is almost equal to Britain, 
but Finland and Sweden appear to have much 
greater strength looking forward. They are 
inventing, investing and innovating. 

ICT is represented on the next bar chart in the 
light blue areas at the bottom of the bars. Again, 
each of the comparator countries has more ICT 
patents per head of population than the UK, but 
the figure is even bigger for non-ICT patents, 
representing the fact that those countries are even 
stronger. They are investing in the future to a far 
greater extent. 

Slide 31 shows EU member states‟ innovation 
performance, and the subheading, which is lifted 
straight from the European Commission, says: 

“Innovation leaders: Denmark, Finland, Germany, 
Sweden all show a performance well above that of the 
EU27 average”. 

Again and again, the comparator countries 
come out ahead of the UK, and you might have 
noticed that Ireland is coming out better than the 
European average so, despite all its problems, 
Ireland tends to be roughly the same as the UK in 
many of those economic indicators. The suffering 
part of the European Union, particularly in the 
north, has seen greater security and stability, 
which are key words that Stewart Lansley 
mentioned earlier. 

As Katherine Trebeck mentioned, the issue of 
happiness and quality of life raises major 
questions about what constitutes a richer, fairer 
and stronger society. Let us move on from 
considering GDP and economic measures alone. 
Forbes Magazine in the US notes that four of the 
top five countries in the world for happiness are 
Nordic countries, and that Iceland is just below the 
top five. The United Nations considers Norway to 
be the best place to live, with Sweden and the 
other Nordic countries just behind it and the UK 
further down the list.  

If we look at the OECD life satisfaction index, 
which gives countries scores out of 10, we see 
Denmark at the top, Norway in third place and 
Sweden in fifth, while Finland and Ireland are a bit 
further down and the UK much further down. 
Happiness scores such as the humankind index 
show similar results, because they are constructed 
similarly and take wider indicators than the 
economy into consideration. They show that small, 
cohesive countries with great solidarity tend to 
perform better than the UK and, therefore, 
Scotland. 

The 24/7 Wall St agency advises big 
corporations in the States and is well respected by 
those who respect such organisations. It took the 
OECD index but said that economic stability 
needed to be taken into consideration, so it took 
on board what happened during the recession. 
However, that did not really change the results. 
Under those terms, the happiest country in the 
world—it has not only the best economy, standard 
of living, quality of life and happiness, but the 
greatest economic stability—is Denmark, with 
Norway third, Sweden sixth and Finland eighth. 
Over and over again, world indices that are 
generated by world agencies produce the same 
set of rankings.  

Every indicator that is used in the United 
Nations human development report—the figures 
that are shown on slide 37 are from 2011, so they 
take on board the economic crisis and the crash—
ranks the UK below most of our comparators. If a 
country has a negative figure in the second last 
column, that suggests that something is wrong 
with its society, as it means that it is not doing as 
well in the happiness index as it is doing in the 
average income index; Britain has a negative 
figure. Other countries that we know are ahead of 
us in other terms are able to uplift their position on 
the income index. Ireland and Iceland have big 
positives so, despite the recession, they are still 
happier.  

Are we resilient and robust? Peter Mandelson is 
not somebody whom I usually quote, but he is the 
man behind the Legatum Institute, which produces 
a multidimensional prosperity index. The 2011 
index fully appreciates the impact of the recession 
and the economic and financial crisis that hit 
Iceland and Ireland in particular, but each of them 
fares better than the UK in this worldwide index. 

Does our economic strategy suggest that we 
can join that club? As Marx—Groucho rather than 
anyone else—said, would we want to join a club 
that would let us in? One question is whether 
those countries would have us, because they are 
part of a bigger entity. Many of the policies and 
strategies of the countries in the Nordic Council 
are aligned. Overall, they share similar 
characteristics, such as high income and high 
wealth. 

Is there a road to a better place? I would 
suggest that the term “arc of prosperity” has been 
dropped in the past few years because there were 
problems on that road. Slide 41 shows a road sign 
with an elk, which is native to Nordic countries. I 
will remind you of some of the headlines that we 
saw three years ago. The “arc of prosperity” was 
referred to in headlines as the “arc of insolvency”, 
“darkness” and “delusion”. The Associated Press 
and others described Iceland as a total and utter 
basket case, as somewhere you did not want to go 
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and as a place whose prosperity had come and 
gone and which was going to collapse. 

A couple of years ago, we were told that small 
countries cannot cope, but now—to go back to 
what the Prime Minister told us a couple of weeks 
ago—we are told that they can cope, but they 
cannot cope in the long term. We heard that being 
part of a bigger entity means that we have 
protection, support and solidarity through periods 
of downturn and so on, and will recover more 
quickly. That would seem to be what people mean 
by “stronger”. We also heard that the Nordic model 
is not sustainable.  

There are different ways of measuring different 
sorts of debt. If you look at public debt by country 
ranks, in 2010, the UK was the second worst on 
the list, and was worse than the world average. 
Again, smaller countries—apart from Iceland—
were much better. Small countries, regardless of 
whether they were in the euro zone or the 
European Union, tended to better than the UK.  

The CIA, Eurostat and the IMF have different 
ways of measuring such aspects, but a consistent 
picture comes through, although some studies 
show Ireland to be in a worse position than it is in 
some of the others.  

Banking crises are not new. The long quote on 
slide 46 comes from a study that the IMF did of the 
133 countries that suffered a banking crisis 
between 1980 and 1995. The two countries that 
overcame banking crises most quickly and most 
effectively were Norway and Finland—small 
countries whose big banks failed. How did they 
address the problems? They made sure that the 
whole economy did not suffer. They made sure 
that the bankers and the owners of the banks 
suffered, but not the economy as a whole.  

The quote from Iain Macwhirter, using some 
irony, talks about the “arc of prosperity” becoming 
the “arc of insolvency” and takes us back to the 
banking crisis in Sweden and Norway, pointing out 
that, when those banks collapsed catastrophically, 
the two national Governments overcame their 
problems quickly. Norway restructured and 
recapitalised its banks and then sold them off at a 
profit. 

The quote from The New York Times, written in 
the depths of the recession and the crisis, points 
to Sweden as a small country that was able to 
address the problems that were generated by a 
banking system in crisis. It, too, eventually 
managed to sell off the banks at a profit. The 
quote points out that Sweden did not write off the 
Nordic model as a failure and say that it needed to 
have inequality. It did not cut welfare benefits, 
penalise people for losing their jobs and ensure 
that they had bigger incentives to find work. 
Instead, it used the model that it had created over 

the years, which could be maintained in the 
context of crises in the national and global 
economies. 

The next graph, which is very busy, deals with 
the question of whether there is a better fiscal 
way. It shows the four northern countries in EU 
that we have used as comparators—Denmark, 
Ireland, Finland and Sweden. The critical part of 
the graph concerns Government deficit and 
surplus. Denmark, Finland and Sweden have all 
been running, at worst, very small deficits during 
the economic crisis. Ireland has had a big deficit, 
as we know, and so has the UK. This big country, 
with all the strength, solidarity and cohesion that 
we were told comes from being part of the big unit, 
has suffered far more than those smaller 
countries. Government debt, again, is much higher 
in the UK and Ireland than it is in those smaller 
countries.  

With regard to expenditure and revenue, 
Stewart Lansley spoke earlier about the 
importance of economic stability, including during 
crises, whether they are national or global. The 
graph shows that, during the economic crisis, the 
revenue of Denmark, Finland and Sweden—which 
have built-in stabilisers—stayed stable.   

In Ireland, the revenue fell, as it did in the UK. 
Why? Because demand has gone down, as we 
have heard, because of austerity measures. Yet, 
we have had to increase expenditure just to try to 
keep the economy from collapsing. Again, we see 
greater stability in the smaller countries. Ireland, 
following the UK in a neo-classical, neo-liberal 
model, has had to increase Government 
expenditure, so there has been an increase in 
public debt. The other thing to note is that, before 
the recession and through the recession, 
Government taxation in the smaller countries was 
much higher than in the UK. 

Slide 52 shows figures from The Economist—I 
apologise for the quality of the reproduction—on 
personal taxation. Again, the highest taxes on 
individuals in the OECD countries are in the small 
countries, and they are higher than in Britain. The 
exceptions are Norway and Ireland. Norway 
clearly has other sources of taxation and Ireland 
followed the European model with added bits. 

Slide 53 shows forecasts from the IMF with the 
latest figures for last year and the current year. I 
have picked out in red the UK‟s current account 
balances, which are negative—we have got a 
problem. Again, the small countries right across 
the board, including Iceland, are growing out of the 
recession. In the Government accounts, Britain is 
in the red—literally, on the slide—while Ireland is 
negative but reducing its deficit and Denmark is 
slightly negative across the board. Britain is doing 
worse than the European Union as a whole; 
worse, in some cases, than the euro zone; and an 
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awful lot worse than our comparator countries 
elsewhere in the European Union and beyond. 

Let us move on to total tax revenue. So far, I 
have argued that the richest, happiest and fairest 
countries in the world—the ones with the greatest 
equality between the genders, between income 
groups, between regions, between city and 
country, and so on—are the small nations. They 
also tend to have the highest taxation rates in the 
world. Are the two things related? In all the 
comparator countries except Iceland, the taxation 
rates are higher than the UK tax rate overall. 

In summary, according to 24/7 Wall St, 

 “The happiest countries seem to be places where there is 
a good balance of work and leisure time.” 

If you have ever been to Norway, you will know 
that the Norwegians have a good work-life 
balance, unlike those of us who are e-mailing at 
half past 12 at night. The 24/7 Wall St article then 
makes a series of what are in some sense ironic 
statements and in some sense questions without 
question marks: 

“Not all nations can afford to keep unemployment low 
through government subsidies. Not all countries can afford 
to provide universal medical coverage. Not all countries can 
afford to educate almost all of their children, which in turn 
supports extremely high literacy rates and builds a 
population of skilled workers.” 

A lot of the data that I have used from Europe, the 
UN, the IMF and so on suggests that we are one 
of those nations that are unable to keep their 
people out of poverty before, during and after a 
recession. We also do not have as much gender 
equality or equality in incomes, and so on. The 
Prime Minister has said that 

“there are countries in Europe, small countries that make it 
on their own, but ... we are better off,”— 

well, no we ain‟t— 

“we are stronger together, we‟re fairer together, we‟re richer 
together.” 

On all those indicators, in almost all instances, 
even in Iceland and Ireland, that is seen not to be 
the case. 

My last few slides pull together the conclusions 
that we reached in the “Whose Economy?” series 
of seminars. One thing that we have not touched 
on is the fact that it is even more stressful to be 
poor in a rich country. Such people are 
stigmatised by the press and the media, as well as 
by themselves, and it is worse if someone is in 
poverty already. As Katherine Trebeck said, the 
culture says that consumerism, image and so on 
are much more important than community, 
household, families and the environment. There 
must be a better way. As I said earlier, Scotland is 
the sixth richest country in the world, if we are to 
believe the Scottish Government, and the UK has 

the seventh biggest economy in the world, if we 
believe the UK Government. It is about 
reallocating resources away from the super-rich 
and the rich towards the rest of us, particularly the 
poor. 

One of the main conclusions to come out of the 
very broadly based seminars that we have held 
over the past year, which hundreds of people have 
come to, was that there is a great role for business 
to play in Scotland. Picking up on what Murdo 
Fraser said, I think that some companies should 
be paying their taxes to a greater extent. We need 
employers to play more of a role in employing 
those who are furthest from the labour market. 
That should not be left to Government, to short-
term projects or to Tesco. 

We need decent jobs in sustainable industries. 
We need to increase our expectations of business 
to deliver sustainable societies, particularly as they 
get such massive subsidies from the state. I have 
argued that social protections such as education, 
the national minimum wage and the welfare state 
are extremely important. They are important from 
the point of view of increasing equality and, as we 
have seen, directly and indirectly, equality leads to 
higher rates of economic growth and higher rates 
of wellbeing, happiness and so on. Such social 
protection measures are collective goods. We all 
depend on and benefit from them. They are not 
costs to society, as we are told in a one-sided 
argument. 

Such measures need to be funded through fair, 
progressive taxation. We have a regressive tax 
system in the UK. I say again that the bottom 10 
per cent pay a higher proportion of their income in 
tax than the top 10 per cent. I have said that 
before in this building and the experts did not 
believe me, but Economic Trends, which comes 
out every August or September and deals with 
taxation, benefits and so on, shows that the 
poorest people in Britain pay a higher proportion of 
their disposable income in tax than the top 10 per 
cent. That is a damning indictment of the United 
Kingdom. 

As Katherine Trebeck finished up by saying, 
collective ownership, management and genuine 
participation are important for people‟s wellbeing 
and wealth, as they are more widely defined. Can 
we move from a picture of poverty to one of 
prosperity? Yes, we can, but that will mean less 
inequality, not—as Sir Keith Joseph and others 
argue—more. It will mean having a greater focus 
on the community. A few weeks ago, I spoke here 
at the Nordic horizons seminar, which was very 
much about the community, community-led 
regeneration and prosperity, as it is broadly 
defined. 

Finally, as Iceland was coming out of recession 
and was regaining its status as a country in which 
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it is safe to invest, the country‟s finance minister 
said: 

“You are quicker turning a small boat around than a big 
ship.” 

[Applause.] 

The Convener: Thank you very much. Mike 
Danson has given us lots of food for thought and 
lots of information. With the speakers‟ permission, 
we will put the slides on our website later in the 
day so that anyone who wants to download them 
and read them in more detail can do so. I am sure 
that that will be appreciated by those who are 
present. 

We have nearly an hour before we are due to 
break for lunch, so I am happy to throw the 
meeting open to questions or just comments from 
the floor. 

11:48 

Seminar continued in public until 12:42. 
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2. Dr Katherine Trebeck 
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Copies of the slides can be found here: 
 
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/47772.aspx 
 
PDF copies are available on request (eet.committee@scottish.parliament.uk) 
 
 
ONLINE FOOTAGE OF THE SEMINAR 
 
Online footage of the presentations made at the seminar can be found on the Scottish 
Parliament‟s TV service, at: 
 
http://www.scottish.parliament.uk/newsandmediacentre/41357.aspx 
 
A Quicktime compatible file is available for download 
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