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I am writing following my oral evidence yesterday, to raise three matters which time did 
not permit me to cover with the Committee then.   
  
The first is a financial matter.  In her questions to the Finance Secretary, Tricia Marwick 
raised the question of how the claimed figure of the bill making the Scottish Government 
responsible for raising 35 per cent of its spending was achieved.  I cannot claim to know 
either, though a table to this effect appears in table 3.4 on p. 105 of the Calman 
Commission’s final report.  Key to the Calman Commission’s calculations along similar 
lines was inclusion of local taxation – council tax and non-domestic rate – as sources of 
revenue under the direct control of the Scottish Government and Parliament, and not 
Westminster. These amount to 14 per cent of Scottish devolved spending on the figures 
set out in Calman’s table 3.4. There are, however, serious reasons to question that.  On 
the one hand, HM Treasury’s Statement of Funding Policy has always provided that 
‘excessive’ increases in local taxation would be regarded as something improper, and 
given itself the power to reduce the block grants if they took place.  (See chapter 6 of 
the October 2010 edition of the Statement of Funding Policy; this chapter does not 
appear to have changed materially since 1999). On the other, UK Government 
interventions played a very important role in obstructing the proposed introduction of a 
local income tax in Scotland.  The UK Government first refused to continue to provide 
council tax benefit to support services to persons on low incomes, and also to allow HM 
Revenue and Customs to collect the tax (so requiring a hugely expensive duplicate 
bureaucracy if it were to be introduced).  Although the Scottish Government said 
otherwise, these appeared to me to deliver fatal blows to the proposal, for reasons that 
have nothing to do with the preferences of the Scottish Government or Parliament. They 
mean that it is unclear what forms of local taxation are acceptable to the UK 
Government and what are not.  But if it is open to the UK Government to decide this, 
then the functional autonomy of the Scottish Parliament here is for practical purposes 
non-existent, and local taxation should be excluded from any calculation of the amount 
of its revenues for which it is responsible.  That would reduce the figure proposed by 
Calman to 21 per cent.   
  
The second issue concerns clause 23 of the bill – the power for UK Ministers to act 
regarding non-reserved matters where UK international obligations are concerned.  I 
discuss this in paragraph 27 of my Memorandum to the Committee, and have little of 
substance to add to what I say there.  I would like, however, to emphasise that this is 
potentially hugely far-reaching, and potentially the most serious ‘un-devolving’ of 
devolved powers I can imagine.  As this relates only to executive functions not 
legislative ones (where powers are already reserved to Westminster), I cannot see what 
harm to UK interests it might address.  However, Australian precedents, in the wake of 
the High Court of Australia’s Tasman Dam case, show the scope of a foreign relations 
power to limit the powers of state governments.   To take a topical example, if this had 
been in force earlier, for example, it would have allowed the UK Government to order 
the transfer of Abdelbaset Ali Al-Megrahi to Libya under the Prisoner Transfer 



Agreement the UK Government had concluded with Libya, which would have 
superseded (but not removed) the devolved power to consider Al-Megrahi’s 
compassionate release.   
  
Third, two major UK Government policy proposals will clearly have huge bearing on the 
operation of the proposed devolved tax power.  One is in the planned increase of the 
personal allowance for income tax, and the other the proposed introduction of the 
Universal Credit as part of the welfare reform package.  Perhaps the Committee have 
seen figures showing the impact of the first of these on the expected revenue from the 
share of income tax, but I have not.  (David Bell told me that he was trying to do some 
work on this some months ago, but I have heard no more since then.)  Clearly it will 
have some effect, however. This clearly needs to be known and understood to make 
sense of the financial proposals. The Universal Credit will include sums presently 
payable by way of housing benefit and council tax benefit, according to the DWP white 
paper Universal Credit: Welfare that works (Cm 7957).  There are also wider effects on 
passported benefits such as free school meals.  That paper offers no detail whatever 
about how that will affect devolved functions and institutions, and just promises that the 
DWP will work with devolved administrations to address them.  (A cynic might note that 
similar promises made by DWP under the last Labour UK Government, in its Welfare 
Reform white and green papers, failed to materialise until the very last minute and the 
holding of JMC (Domestic) meetings on the issue.)  Again, I think the Parliament and 
the Committee are entitled to expect much greater clarity from the UK Government 
about the expected impact of these changes on devolved finances and functions.    
  
I should be grateful if you would pass these comments on to members of the 
Committee.   
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