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The Rt Hon John Healey MP

Chancellor of the Exchequer

HM Treasury

1 Horse Guards Road

Westminster

London

SW1A 2HQ September 9, 2026

Dear Mr Healey
Autumn Budget 2026

Prosper is a cross-sector membership alliance that aims to strengthen Scotland's
economy. What unites our members is a shared commitment to a more
prosperous Scotland. As a result, our work is grounded in what the economy as a
whole needs, rather than the interests of any single sector or group. We act as a
constructive and independent voice, serving as a critical friend to both the UK and
Scottish Governments, and championing collaboration across sectors and
institutions.

This year’s budget presents an opportunity for your government to further bolster
confidence and investment in the economy, buttress national economic security,

and back local growth for every postcode in Scotland and across the UK.

Economic Conditions

The Scottish economy is showing tentative signs of higher business activity and
confidence. The latest Scottish Business Monitor' found that - while still on balance
negative - more businesses had experienced improvements in sales, new business,
turnover and employment in the second quarter of 2026 than any time since 2025.

However, nearly all firms continue to report high levels of concern about economic
and political uncertainty, which rank above more typical business constraints, such
as staffing availability and access to credit, and cost pressures remain widespread.
Due to these uncertainties, businesses remain reluctant to make long-term
commitments which would strengthen growth, with survey finding that new capital
investment declined slightly and export activity falling to its lowest level for years.

Based on the latest data, the Fraser of Allander Institute, a leading economic
research institute at the University of Strathclyde, has slightly raised its Scottish
GDP growth forecasts for the next three years, albeit growth would still increase at
a modest pace, with complex risks from global disruption and political uncertainty.?

Prosper shares your conviction that the UK must maintain fiscal sustainability and
credibility, and strengthen its economic security and resilience. Our International
Business Committee has highlighted the emerging risks to financial and economic

" https://fraserofallander.org/publications/scottish-business-monitor-g2-2026/
2 https://fraserofallander.org/publications/fai-economic-commentary-g2-2026/
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stability from a disorderly market correction in Al companies’ stocks and disruption
to trade routes and supply chains from the super ELl Nifio.

Investment

Prosper welcomes your government’s recommitment to the Modern Industrial
Strategy and its 10-year plan to increase business investment and grow the
industries of the future. This has offered greater certainty and stability for
businesses to decide on long-term investments. Commitments to key elements of
the business tax framework - including its existing commitments on Corporation
Tax, Full Expensing, R&D tax relief and the Patent Box - should also be maintained.

Ensuring the government’s growth interventions, including implementation of the
Modern Industrial Strategy, are accessible and correctly tailored for sectors across
Scotland’s economic geographies will be critical to achieving the outcomes we all
seek. Working with the Scottish Government and defence sector is key to increasing
business investment, innovation, skills development and supply chain spending in
Scotland through the Defence Investment Plan and Scottish Defence Growth Deal.

Scotland’s universities have vital roles in the UK's and Scotland’s industrial
strategies. However, as analysis jointly commissioned by the Scottish Government
and Universities Scotland has recently found, are facing an annual funding gap
conservatively estimated at £200m, with their funding not sufficient to sustain their
core activities of teaching or research.? The Budget should provide investment in
research and innovation to support the financial stability of UK universities and
enable them to help drive good growth.

We support the growth of innovation clusters. However, the UK must do more to
promote innovation across all its private, public and third sector organisations to
increase productivity, economic security and local growth. The latest Scottish
Business Monitor found that while Al adoption is widespread, firms were more likely
to report low or moderate use of Al tools rather than deep embedding across their
operations. The Budget should include action which increases investment in Al
skills at every level.

As highlighted above, export activity has been falling due to global trade disruptions.
Prosper welcomes the reset of the UK-EU relationship by the government and EU,
and actions to break down barriers to trade, such as particularly the Sanitary and
Phytosanitary (SPS) agreement, and to strengthen UK businesses in wider European
supply chains.

Scotch whisky is the UK's most valuable food and drink export. The industry,
including its supply chain, drives local growth in commmunities around Scotland, but
its global sales have fallen due to higher tariffs abroad and higher costs at home.
Taxes on Scotch whisky are disproportionately high compared with other alcohol
categories and have increased by 17 per cent over the last three years, leading to
falling tax revenues from spirits and lower industry investment. The government
should now take the first steps to introduce a fair, pro-growth system.

3 Jhttps://www.futureframework.scot/news/200-million-funding-gap
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The UK has strong global competitiveness in trade in services which is unaffected
by tariffs. In a new report with the Fraser of Allander Institute and for the Scottish
Government, we found that Scottish services exports were worth approximately
£16bn in 2023, around twice their nominal value in 2008, and over 40% of Scottish
exports.* The report recommended that the UK and Scottish governments can
support further growth by empowering regulatory bodies to develop sector specific
agreements with their counterparts which increase market access, and by
developing practical firm level support for professional mobility and trade support
which helps businesses to solve regulatory and contract enforceability problems.

We recommend that in this Budget you support Scotland’s export industries by
reducing the excise duty on Scotch whisky and by empowering UK regulators to
develop bilateral agreements which increase market access for services sectors.

As the Prime Minister has demonstrated in Manchester, public investment in
infrastructure unlocks business investment, productivity and place-based growth
and regeneration. We strongly support delivery of the government’s infrastructure
commitments, including in transport, energy and digital, and believe that climate
resilience and adaptation must be a priority. We welcome the government’'s mass
transit taskforce and the Prime Minister’s review of how to fund and deliver HS2
north of Birmingham. We believe that this should go further and that there is an
urgent need for a coherent growth strategy for cross-border rail infrastructure
investment.

The case to prioritise public investment in infrastructure is strong but clearly it is
constrained by the need to maintain confidence in the UK’s fiscal sustainability. The
government should therefore further develop mechanisms for private investment.
The UK insurance industry would be able to increase investment in productive UK
assets more quickly if the regulatory framework for annuity capital more accurately
reflected the lower risk profile of UK infrastructure and UK insurers were allowed
to use their annuity capital to wholly own the underlying assets. This would also
strengthen economic security by ensuring that strategic decisions about the assets
are taken in the UK.

We recommend that in this Budget you announce that the Prudential Regulation
Authority will change the risk profile of UK infrastructure and ownership rules in
the regulatory framework for annuity capital to enable investment by UK insurers.

Investment in public services supports business investment, economic security and
local growth. However, it is essential that multi-year public spending budgets are
set out to help public, third and private sector organisations decide on future
investments and services which will improve productivity, delivery and outcomes.
Ringfenced national and place-based preventative spending is especially important
in aligning fiscal sustainability with a healthier society. We support the introduction
of Prevention Balance Sheets alongside conventional Budget reporting, cross
portfolio investments where interventions in one area create benefits in another,
and investment decisions which not only assess current cost but future demand.

4 https://www.gov.scot/publications/trade-services-report/
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Economic Security

Investment in UK energy security is a priority economic opportunity. As geopolitical
events continue to demonstrate, economic security and energy security are
inextricably linked, and reindustrialisation of the UK economy will not be possible
without action to ensure domestic energy security at affordable prices.

In this Budget, we recommend that you accelerate implementation of the new Oil
and Gas Revenue Levy (OGRL) in early 2027 to replace the Energy Profits Levy (EPL)
and fund expansion of Scotland’s clean power.

Your predecessor committed to the implementation of the OGRL as soon as
circumstances allowed. This would protect windfall taxation from North Sea oil and
gas production when prices are high, and promote investment which safeguards
UK energy infrastructure and UK-based industry and jobs when prices are lower.
Urgent action is needed because the EPL — with its high headline tax rate regardless
of oil prices — is making it increasingly uncommercial to invest in the recovery of
North Sea oil and gas resources, which is accelerating the decline in UK production.

It is also vital that government policy and regulation support investor confidence
to deliver clean power generation and networks at pace and scale by maintaining
stability while addressing risks, such as volatile transmission charges.

The Government should take an ambitious approach to the Allocation Round 8
auction for projects to build on sector strengths and support wider electrification.
The forthcoming decision by the Secretary of State for Energy Security and Net
Zero on the Strategic Spatial Energy Plan (SSEP) must also support — rather than
constrain — investment in Scottish industry through the continued progression of
the whole ScotWind pipeline, and the repowering of existing onshore windfarms.

Prosper welcomed the UK Government’s commitment in the Spending Review 2025
to development funding for the Acorn project. This was an important step to deliver
the Scottish Carbon Capture and Storage (CCS) Cluster which will help to
decarbonise energy intensive industries in Scotland and grow a UK-wide CCS
industry. This support should be maintained ahead of the final investment decision
by 2030.

As well as national economic security, these decisions on energy have critical
implications for your government’s mission to drive local growth in every postcode.
Our members across sectors in north east Scotland share the concern expressed
in a recent report from the Energy Transition Institute at Robert Gordon University
that the region’s economy is in a “make-or-break” period in which accelerated
deindustrialisation is possible as renewable job creation is not keeping pace with
oil and gas decline. With the region hosting around 1in 3 of the UK’s offshore oil
and gas jobs and roughly 1in 4 of the UK’s offshore energy jobs, this mismatch is
leading to the loss of a skilled workforce and erosion of supply chain capacity — a
loss of capabilities that would permanently undermine the UK’s offshore industry.

Local Growth
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Prosper welcomes the Government’s commitment to greater devolution of power
and resources. We are currently finalising a report on regional devolution following
roundtable discussions with regional public, private and third sector leaders around
Scotland. It was clear that they want the Scottish and UK governments and regional
partners to work together to devolve policy and funding packages to Scotland’s
regions. The Scottish Government is responsible for most policy levers relating to
the regional economy in Scotland and the UK Government’s local growth policies
for Scotland should be agreed with it and integrated with its new regional
devolution packages. Critically, there must also be action to build regional
capacities to deliver growth.

In the roadmap for fiscal devolution that you will set out in this Budget, we
recommend that you detail how the UK and Scottish governments will work
together to design a system which will offer Scottish regions the same
opportunities as regions elsewhere in the UK to retain a share of reserved taxes
generated locally in order to provide stronger incentives for regional growth policies.

Business growth is the key driver of local growth and family firms often play an
anchor role in their local economies. The government’s changes to Inheritance Tax
(IHT) are forcing them to reduce investment and slow wage growth to prepare for
their tax liability and pay significant professional fees to restructure their business.
This is entirely at odds with the government’s mission to improve growth and living
standards in every postcode. As these costs do not arise for their competitors,
including foreign-owned and private equity-backed businesses, these policies are
jeopardising the future of locally-headquartered businesses. The government
should mitigate this problem — while preserving its ability to collect IHT — by
introducing a mechanism for trading businesses to retain their working capital or
by deferring the liability until genuine liquidity events, such as the sale of shares.

While business rates are devolved, we support calls for significant reforms across
the UK to support local growth and welcome the plans for a review in Scotland.

Finally, the levels of economic inactivity and trends in regional labour markets, such
as a decline in entry-level employment opportunities for young people, are a barrier
to local growth. The increasing costs of employment, such as higher employer
National Insurance Contributions, have exacerbated this reduction in opportunities.
We look forward to the final report from Alan Milburn on young people and work.

We recommend that you explore options to reduce the cost of employing people
in this Budget, particularly raising the threshold for employer National Insurance
Contributions to support entry-level hiring and the retention of lower-paying roles.

We continue to support the implementation of the Keep Britain Working Review,
including consideration of future tax reliefs on investments by employers in
workplace health, as was also proposed in Prosper’s Healthy Working People report.

Our shared goal is to support economic growth and prosperity for all of Scotland.
| hope that these commments to you on the Autumn Budget 2026 are helpful.

Yours sincerely

prosper.scot

Prosper is the trading name of the Scottish Council for Development and Industry (SCDI).
Registered Office: Brunswick House, 51 Wilson Street Glasgow G11UZ 01412432667 hello@prosper.scot
Registered in Scotland: 24724. Prosper is trademarked: UKO0O003884656, UKO0003884741, UKOOO03884972.



prosper

Sara Thiam
Chief Executive

"The Scottish Business Monitor is conducted by the Fraser of Allander Institute with
support from Prosper
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