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SCOTLAND STAYS: RISK AVOIDED FOR EUROPE? 

Berenberg Macro Flash 

SCOTLAND STAYS IN A MORE FEDERAL UK 

A sigh of relief. Scotland has apparently rejected outright independence by a bigger margin than projected by the opinion 

polls in the last ten days, voting instead for more home rule within the UK. Europe can breathe a sigh of relief. A problem 

avoided. The EU does not have to deal with a possibly contentious case of divorce within its ranks and does not have to 

ponder a membership application from a country just breaking away from one of its key members. As relations between 

Edinburgh and London will remain an intra-UK affair, the EU and its other member states will have little interest in how 

the UK devolves powers to Scotland and the extent to which it also grants more autonomy to its other regions. Some 

would-be separatists elsewhere in Europe may still be emboldened by the fact that Scotland had a referendum. But Scottish 

independence would have strengthened their case to, say, split Catalonia from Spain even much more. 

 

Brexit risk reduced but still serious. Does the debate within the UK after the referendum make it more or less likely that 

the UK may leave the EU (“Brexit”)? For Europe, that is now one of two key issues. It is not clear-cut. The passions arising 

from the Scottish referendum debate may have strengthened the anti-EU UKIP in England and the overall case for a future 

UK referendum on EU membership. But relative to a Scottish divorce from the UK, Scotland’s clear “No” to independence 

reduces the risk of Brexit.  

 

After the near-death experience for Great Britain, the simmering dispute about Europe within the Conservative party 

could erupt at any time. The vote in Scotland and the fact that Prime Minister David Cameron felt compelled to promise 

Scotland extra powers without adequately consulting his own party and parliament first may weaken the standing of Camer-

on relative to the Eurosceptic would-be rebels among his Conservatives who have been notoriously disunited on the subject 

of Europe at least since the days of Margaret Thatcher. But in the end, the fact that pro-EU Scotland stays in the UK by 

apparently a comfortable margin suits our base case: the UK will not leave the EU even if the UK may hold a referendum in 

2017. The risk of an anti-EU rebellion among the Conservatives against Cameron would have been worse if Scotland had 

ended the 307-year union with England and Wales. 

 

A PRECEDENT FOR OTHER REGIONS IN EUROPE? 

First of all, the UK should be proud. Settling a highly controversial issue with a referendum to which both sides of the ar-

gument have fully agreed is admirable. In history, wars have been fought about such issues.   

 

But can the Scottish referendum set a precedent, emboldening “separatists” elsewhere in Europe? The fact that Scotland 

had its referendum, agreed to by both sides of the argument, does strengthen the claim of other independent-minded re-

gions or nations within nations to have their own referendum. The fact that Scotland then settled for more home rule in-

stead may contain their enthusiasm somewhat, though. 

 

More importantly, the Scottish case has some special features which set it apart from many other potential cases. 

 

Scotland is a historic nation with well defined borders. The Scots are not an ethnic minority within a nation state. Catalo-

nia and the Basque country in Spain may claim the same status of a historic nation as Scotland. But the Basque Nationalists 

can be vague about their borders (what about Navarra?). In Flanders, the issue of Brussels (historically Flemish but largely 

French-speaking) makes a Flemish break from Belgium extremely difficult if not virtually impossible. In short, most other 

potential breakaway regions in Europe cannot claim a status fully comparable to that of Scotland.  

 

Scottish pro-independence sentiment is of the benign sort, not based on a specific or narrowly-defined ethnic affiliation. 

Instead, it is rather inclusive. The Scottish National Party does not exhibit the nasty anti-immigration traits seen among the 

separatists in many other countries. Instead, the Scottish nationalists seem to be mostly staunch pro-Europeans with policy 

ideas that are not out of kilter with the standard centre-left across Europe. 
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Because the UK lacks a written constitution, UK Prime Minister Cameron could be flexible and simply agree the terms of a 

referendum with the leader of the Scottish nationalists. Many other countries do not have such a procedure for an orderly 

referendum. That makes it more difficult to get a mutually agreed referendum elsewhere. And without a mutually agreed 

referendum, independence for other historic nations within nations would be virtually impossible within the European 

framework. 

 

WHAT ABOUT CATALONIA? 

Copycat referendum? In Catalonia, the pro-independence camp wants to hold a referendum on 9 November 2014. The 

national parliament and constitutional court in Madrid will likely prohibit such a plan as unconstitutional. The Catalan re-

gional parliament may call a snap regional election as a proxy referendum for 9 November instead. However, the key Cata-

lan party, the pro-independence centre-right, might well lose such a regional snap election and hence control of the regional 

government to the left-wing Nationalists in the wake of a highly-publicised tax-dodging scandal of its erstwhile political 

leader. It remains unclear whether the Catalan centre-right will really want to call such a snap election as a proxy referen-

dum.  

 

If Madrid now wakes up and offers the Catalans more autonomy, say similar powers to those enjoyed by Spain’s Basque 

region with a transition period in which Catalan financial transfers to the rest of Spain are gradually reduced somewhat, the 

centre-right Catalans may settle for such a deal rather than escalating a conflict that would be bad for Catalan business inter-

ests.  

 

No unilateral independence. A mutually agreed divorce is the only potentially realistic way in which a new country could 

be born within the existing EU. A unilateral declaration of independence for Catalonia would be self-defeating. On top of 

all other problems Catalonia would encounter, it could not remain part of the EU without the consent of EU-member 

Spain. While the fact that Scotland had a referendum can boost those who want the same for Catalonia, the simple fact that 

Spain will always hold a veto over Catalonia’s future in the EU means that Madrid and Barcelona would have to agree first 

before a valid process towards a referendum and potential Catalan independence within the EU could commence. We ex-

pect that insight to ultimately force Barcelona and Madrid to strike a deal, likely on expanded autonomy for Catalonia short 

of full independence. 

 
On the impact of Scotland’s apparent Nay on the UK, see the separate message by our Chief UK economist Rob Wood. 

 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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