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SUBMISSION FROM NORTH LANARKSHIRE COUNCIL 
 
INTRODUCTION 
 
North Lanarkshire Council is submitting this information in response to the Call for Evidence 
received on 17 December 2010. The Council would wish to highlight that given the limited time 
available to meet the Committee‟s deadline of 14 January 2011, we have focused on the areas 
we are most anxious to bring to the attention of the Committee. To this end, whilst we have 
endeavoured to structure our submission around the set of 13 questions listed in the call for 
written evidence, there are a small number of areas where we are making wider, more general 
comments. 
 
Q1) The aims of the Scotland Bill and the White Paper (Strengthening Scotland’s Future) 
are that it will - enhance the financial accountability of the Parliament and Government in 
Scotland, improve working arrangements between Westminster and Holyrood 
Parliaments and Governments, and extend the powers and functions of the Scottish 
Parliament and the Scottish Government.― In your view, do the proposals in the Bill and 
the White Paper achieve these purposes? 
 
A. The Scotland Bill does not directly consider local authorities‟ relationship with central 
Government and is instead concerned with the relationship between Westminster and Holyrood. 
North Lanarkshire Council, in its response to the First General Consultation suggested that it 
would encourage the recognition and strengthening of Local Government in “the Scottish 
Constitutional Hierarchy.”1 There were also calls for increased recognition and integration of 
local authorities within Scotland in the Future of Scottish Devolution within the Union: A First 
Report.2 Despite such recommendations no reform has been made in relation to local 
authorities in Scotland.  
 
Financial accountability is enhanced where there are increased powers to raise tax locally. 
Currently, with the exception of taxes raised by local government (non-domestic rates and 
council tax), the resources available to fund devolved services are provided by means of block 
grant from the UK government. Therefore, the level of spending in Scotland is determined by 
the spending decisions of the Chancellor of the Exchequer, although giving the Scottish 
Government powers to raise tax locally should make clearer the link between the level of tax 
raised in Scotland and the services provided. However, the Bill is more restrictive as a result of 
Clause 24, which introduces devolved taxes, such as SDLT and Landfill Tax, but still requires 
approval of Westminster. 
 
In principle, the greater the freedom to raise taxes locally, the greater will be the financial 
accountability to the people of Scotland. Currently, around 15% of taxation is raised locally 
(council tax and non-domestic rates). The Scotland Bill proposal is forecast to increase the 
amount of taxation raised by the Scottish Government to around 30%.  
 
The ability to raise additional revenue locally provides more scope for determining policies and 
services that more closely align to the needs of Scotland. The extent of the ability of the Scottish 
Government to raise taxes is essentially a political judgment. 
 
Q2) What is your view on the approach proposed in the Scotland Bill to substituting the 
revenue from taxes levied by the Scottish Parliament for some of the grant from the UK 
Government which presently supports the Scottish budget? 
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A. The White Paper: „Strengthening Scotland‟s Future‟ provides that the Scottish budget will 
“derive from two separate funding streams.”3  The first stream will come from devolved taxes, 
which will, under the Scotland Bill, be Scottish Rate Income Tax, Scottish Land Transaction Tax 
and Landfill tax. The second stream and the majority of the budget will continue to come in the 
form of a block grant determined by the Barnett Formula. This links the spending decisions in 
Scotland to the amount allocated to public services in England. Rising public expenditure in 
recent years meant that the effect of Barnett was to move public spending per head in Scotland 
to closer convergence with England. The significant reduction in public expenditure announced 
in the recent Budgets, which, relatively, protected health and education spending in England, 
reversed that trend. There has been considerable discussion in recent years about the 
appropriateness of Barnett as a means of distributing grant to Scotland and other regions of the 
UK and some commentators have suggested that a review should be carried out to determine a 
grant allocation mechanism that is needs based. 
 
It is inevitable that the block grant will reduce to reflect that the Scottish Government is able to 
raise some of its own finances. The key is to ensure that the offsetting reduction in block grant 
is fair. The Scottish Government should not be penalised for having the right to raise some of its 
own resources locally. The transition arrangements proposed should mean that Scotland will 
neither gain nor lose from the new system. Once these are ended, the block grant will be 
permanently reduced to reflect the revenue raising power. The methodology for calculating this 
reduction must be transparent, robust and demonstrably fair otherwise there is the concern that 
the budget deriving from the new Scottish rate of income tax could significantly fall.  
 
Q3) What is your view of the proposal in the Scotland Bill for a Scottish rate of income 
tax levied on all income tax bands, and the reduction of UK income tax in Scotland by 
10p in the pound accordingly? How would this work, are the proposals effective and are 
the proposed inter- Governmental mechanisms adequate? 
 
A. The Scotland Bill proposal is for all rates of income tax to be reduced by 10 pence in the 
pound.  The income tax revenue for Scotland will predominantly derive from basic rate tax, with 
a small proportion coming from higher and top rate tax payers.4 This means that the Scottish 
Government will receive 50% of basic rate tax but 20% of the top tax rate. Analysis suggests 
that top rate taxes grow more quickly than tax revenues at the basic rate. If this is maintained, it 
would mean that more tax would flow to the UK Government than if 50% of all income tax 
collected was retained by the Scottish Government. As a result, Scotland is prohibited from 
receiving the full benefit of higher rate tax payers and consequently will lose out on a share in 
any significant growth in higher tax rate payer‟s tax receipts.  
 
Q4) How would the framework have performed over the recent downturn, particularly in 
the light of the significant shocks to tax revenues? Is the system robust to cope with 
such challenging periods and return Scotland to economic growth – if not, what 
frameworks are in place to address this? 
 
A. Income tax revenues fall during a period of economic downturn. Therefore, there is a risk that 
resources available to the Scottish Government will become more volatile during periods of 
economic turbulence. 
 
The main concern is with tax receipts and the fact that should they fall, the budget would 
correspondingly fall; impacting on public spending and therefore public service. It appears that 
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the budget would have been £8 billion less had the proposal in the Scotland Bill been in place 
since devolution.5  
 
The Scotland Bill proposes limited powers to borrow only to cover volatility between actual 
receipts and forecast receipts. While this to some extent mitigates the risk of inaccurate 
forecasting by the Office for Budget Responsibility (OBR), it does not provide power to borrow 
to smooth out a downturn in receipts where this has been forecast by the OBR. This could have 
a potentially serious impact of the resources available to the Scottish Government. The 
Scotland Bill proposes a limit of £200m in any one year up to a maximum cumulative debt of 
£500m to fund current expenditure. It is not clear how these figures have been reached. The 
power to increase these limits is proposed to rest with HM Treasury alone. 
 
Q5) What is your opinion of the proposals to create devolved taxes, Stamp Duty Land 
Tax and Landfill Tax, and the power to create new devolved taxes?  
 
A. Stamp Duty Land Tax (SDLT) 
Clause 28 and 29 of the Bill provide for Devolution of SDLT, currently provided for under the 
Finance Act 2003, to the Scottish Government. The concern would be to ensure, as suggested 
in the Legislative Consent Memorandum that an arrangement is in place from the date from 
which SDLT transfers from the UK to Scotland in order to ensure that there is not a period 
where tax is not collected due to the cross over.6 Devolution of SDLT would allow the Scottish 
Government to consider how to reform the current system. The impact upon local authorities is 
dependent on the Scottish Government‟s approach to SDLT.  The Law Society of Scotland 
suggest that SDLT under the control of the Scottish Government could have a notable impact 
upon the economy in Scotland and would allow for administrative changes that are specific to 
Scots Law.7 
 
Landfill Tax (LFT) 
Clause 30 and 31 provides for the devolution of Landfill tax to the Scottish Government. This is 
a matter currently reserved to the UK Government in terms of the Finance Act 1996, the Landfill 
Tax Regulations 1996 and the Landfill Tax (Amendment) Regulations 2003. The impact on the 
local authorities again will be entirely dependent on the Scottish Government‟s approach to 
LFT. 
 
The proposal within the Bill permits the introduction of either a replacement of existing LFT or 
introduction of other tax types not currently imposed on other areas of the UK.  This may be 
driven in relation to the Scottish Government‟s Zero Waste aspirations and therefore a way of 
introducing/implementing a number of additional tax measures to increase pressure for waste 
reduction and or recycling in addition to landfill tax. Numerous taxes could, however, get 
complicated if they are dependant on waste streams or technologies for the treatment and 
disposal of wastes, perhaps tying into the Carbon Metric, which could result in different local 
authorities paying differing taxes.  
 
Changes to taxation in relation to landfill disposal may also have an impact on the movement of 
waste across the UK, if rates are cheaper in the rest of the UK then it may be more beneficial 
for Scottish authorities to “export” waste to England. Clarification is sought on how the rates 
would apply and how would this be controlled if rates are different between Scotland and the 
rest of the UK in terms of the proximity principle.  Additionally, further clarification is sought on 
whether the collection agency would be HMRC or a “devolved” organisation in Scotland.   
 

                                                           
5
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6
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If there are differential LFT rates in Scotland and the rest of the UK there is potential for some 
Scottish authorities to have an advantage in statutory and key performance rates in relation to 
disposal costs if their disposals are in England – or as a result moved to England.  
 
If costs are too high it could make Scotland a more „unattractive‟ option to larger non-Scottish 
based waste management companies.  Similarly if the cost decreases Scotland could become a 
major player in UK waste management, treatment and disposal. Either way this would 
significantly affect the Clyde Valley Project and any other potential residual waste procurement 
project with regards to plant size and location.  
 
In terms of revenue collection arrangements, clarification is sought on the potential of additional 
administrative costs in relation to the potential setting up of an alternative tax collection agency 
to replace the current mechanisms in place with HMRC. Further explanation on potential 
administration cost implications for individual Scottish local authorities is required. 
 
The Bill outlines in Part 30, the principle for devolved landfill tax but not the rate or method. 
Within the income tax sections, a specific reference notes that the devolved income tax rate 
must be revised/reviewed annually, however, there are no indications that this would apply to a 
devolved LFT.  
 
As there is no indication of the rate, methodology or timeline in relation to the forward planning 
of rates there may be a concern in relation to a future link to the current aspirational targets 
under the Scottish Government‟s Zero Waste Plan and the creation of a tax structure that 
dramatically increases the tax liability/burden for Scottish authorities in comparison to those in 
the rest of the UK. Again, there is the concern that this could be linked to the carbon metric with 
differing levels of tax for individual local authorities. 
 
It may be preferable to maintain such initiatives as The Landfill Communities Fund which allows 
Landfill operators to claim tax credit if they make contributions to environmental bodies to spend 
on projects that will benefit the environment. Ultimately it will be a matter to be considered when 
the Scottish Government makes proposals in relation to LFT.  
 
New Devolved Taxes 
Powers to create devolved taxes will increase the amount of tax raised by the Scottish 
Government. The range and extent of tax raising powers are essentially political decisions. A 
protocol should be created for considering the appropriateness of increasing the number of 
taxes raised by the Scottish Government in future years. 
 
The new devolved taxes are restrictive in the sense that they still require consent from 
Westminster, however, this is not a matter that directly relates to the local authority. 
 
Q6) Do you have a view on the proposed new borrowing powers set out in the Scotland 
Bill? 
 
A. As noted in 4 above, the powers to borrow for revenue purposes are limited and may be 
insufficient to deal with shocks arising from the economic situation. 
 
The Scottish Government has been given some powers of borrowing to fund capital 
expenditure. While it is clear that HM Treasury wishes to have powers to limit public sector 
borrowing throughout the UK, rather than imposing a monetary limit, protocols could be 
established between the Treasury and the Scottish Government to limit borrowing should the 
need arise. Powers for borrowing could be managed under a similar arrangement to that 
operating for local authorities under the Prudential Code for Capital Finance in local authorities, 
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providing freedom for the Scottish Government to determine its borrowing needs that are 
prudent, affordable and sustainable. 
 
The Scotland Bill proposes powers for the Scottish Government to borrow from the UK 
Government borrowing agencies and other agencies such as commercial banks.  The flexibility 
offered by the power to issue bonds (such as that granted to other bodies, including local 
authorities) is not proposed although it is not clear why this power has been rejected. 
 
Q7) What is your assessment of the plans for the implementation of this new financial 
system and the risks and costs associated with that and have the UK Government 
adequately quantified these? How would the proposals to revise the system of funding 
work in practice? Is there sufficient information provided yet to enable a full assessment 
of the proposed funding arrangements? What key decisions remain to be taken? 
 
A. The Legislative Consent Memorandum provides that the UK Government, citing Paragraph 
3.2.6 of the Statement of Funding Policy, believes that the Scottish Government should meet 
the costs of implementing the new tax system.8 This is again a cause for concern as this will 
impinge on the Scottish Budget, thereby reducing public spending. With no outline of the costs 
of such implementation the impact on the budget is unknown and there is not sufficient 
information available illustrating the costs and implementation set up of the new system.9 It 
would be preferable if a detailed outline of the costs of the new system was provided along with 
an illustration of how it would be implemented.  
 
The new system is planned to be implemented in stages with the expressed intention to 
minimise the risk of adverse shocks to the Scottish Budget. It will be necessary to take 
adequate time to determine the forecast tax yield to ensure that the offsetting reduction in block 
grant is accurate and fair. In other respects, there is a case for implementation more quickly, 
e.g. powers to borrow for capital expenditure. 
 
Q8) How do the proposals fit with systems from other jurisdictions – particularly in 
relation to more federal or quasi-federal countries? 
 
A. Various versions of fiscal federalism are in place, e.g. in Spain, Germany, Canada. While 
reference can be made to the arrangements within these countries, the unique relationship 
between Scotland and the UK must be considered. 
 
Q9) In terms of the non-financial aspects of the Scotland Bill, a number of changes, 
including changes to the legislative powers of the Scottish Parliament and the powers of 
the Scottish Ministers, have been outlined. What is your view of these in general terms? 
 
A. As this does not directly affect the local authority we have no comment to make. 
 
Q10) Additionally, do you have any specific views on the proposed changes to speed 
limits, drink driving limits, air-weapons and other matters (e.g. Scottish Crown Estate 
Commissioner, BBC Trust etc.)? 
 
A. Changes to legislative powers, such as those provided in Clause 21and 22 of the Bill which 
pass responsibility for setting certain speed limits to Scottish Ministers, Clause 20 which passes 
responsibility for setting the drink driving limit to Scottish Ministers and air-weapons, do not 
directly concern the local authority in that it currently has no responsibility in relation to them 
other than to speed limits on local roads.  
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Q11) Do you have an opinion on the re-reserving of issues such as insolvency, the 
regulation of health professions etc? Would the proposals be effective in their intentions, 
what would be the consequences and could they be adjusted to improve their effects? 
 
A. This is a matter for Scottish Private Law in relation to insolvency. With regard to the 
regulation of health professionals, this would be a matter for NHS Scotland. 
 
Q12) Do you have a view on the plans by the UK Government to use the Bill for the partial 
suspension of Acts subject to scrutiny by Supreme Court? 
 
A. Clause 7 of the Bill relates to section 33 of the Scotland Act 1998. Section 33 of the 1998 Act 
provides that UK and Scottish Law Officers can refer a Scottish Bill to the Supreme Court for a 
decision on the Bill‟s legislative competence. The Scotland Bill at Clause 7 provides for single 
provisions to be put forward. This has raised cause for concern due to the fact that a bill could 
receive Royal Assent without being fully complete which could lead to a “lack of legal certainty 
about its effect.”10 
 
This is problematic for the local authority if future legislation concerning local authorities is 
passed for consideration to the Supreme Court and receives Royal Assent while this process is 
ongoing leading to confusion over application of the legislation. It may be prudent to hold off on 
receiving assent until the bill is complete.  
 
Q13) What further changes to the powers for the Scottish Parliament not currently in the 
Scotland Bill would, in your view, further help to achieve the purposes of the Bill and 
should be considered by the UK Government for inclusion? 
 
A. Nothing to add to earlier responses.  
 
January 2011 
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