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SCOTLAND BILL COMMITTEE 
 

AGENDA 
 

3rd Meeting, 2011 (Session 3) 
 

Tuesday 25 January 2011 
 
The Committee will meet at 2.15 pm in Committee Room 5. 
 
1. Decision on taking business in private: The Committee will decide whether 

to take item 3 in private. 
 
2. Scotland Bill (UK Parliament legislation): The Committee will take evidence 

from— 
 

Derek Allen, Director of Taxation, and Bruce Cartwright, Convener of 
Technical Policy Board, Institute of Chartered Accountants of Scotland; 
 
Mr David Bennett, Consultant, Gillespie Macandrew, a member of the 
Company Law and Insolvency Committee of the Law Society of Scotland 
and representing the R3 Association of Business Recovery Professionals; 
 
Evlynne Gilvary, Chief Executive and Registrar, General Dental Council; 
 
Joseph McIntyre, Director of Dental Technology Training, NHS Education 
for Scotland; 
 
Marc Seale, Chief Executive, Health Professions Council; 
 
Duncan Rudkin, Chief Executive and Registrar, General Pharmaceutical 
Council; 
 
Isobel D'Inverno, Director of Corporate Tax, Brodies, Convener of the Tax 
Law Sub-Committee of the Law Society of Scotland; 
 

and then from— 
 

Ben Thomson, Chairman, Reform Scotland; 
 

and then from— 
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John Aldridge, Former Head of Finance, Scottish Executive Health 
Department; 
 
John Whiting, Tax Policy Director, Chartered Institute of Taxation; 
 
Deborah Lovell, Partner, Anderson Strathern and member of the 
Conveyancing Committee of the Law Society of Scotland. 
 

3. Work programme: The Committee will review its work programme. 
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Scotland Bill Committee  
 

3rd Meeting, 2011 (Session 3), Tuesday 25 January 2011 
 

Written evidence 
 

Background 
 
1. The attached written evidence (see Annex A) has been received from today’s 

witnesses. The Committee’s call for evidence and the key questions asked can be 
found in Annex B. 
 

2. Members may also wish to note that all of the written evidence received so far that 
has been processed is available online at: 
 
http://www.scottish.parliament.uk/s3/committees/scotBill/ScotlandBill.htm
 
These include submissions from (as at 20 January, 2010): 
 
Academy of Medical Royal Colleges and Faculties in Scotland 
Accountable Officer Network Scotland 
Alison McCallum (Dr) on behalf of Public Health and Health Policy NHS Lothian 
Andy Wightman 
Binn Eco Park Ltd 
Rt. Hon Brian Wilson 
British Aggregates Association 
British Association for Shooting and Conservations (BASC) Scotland 
Church and Society Council  
Clackmannanshire and Stirling Environment Trust 
Community Land Scotland 
Counselling and Psychotherapy in Scotland (COSCA) 
Chrissie Bannerman 
Crown Estate 
Douglas R R Graham 
EB Scotland Limited t/a Score Environment 
Electoral Commission (The) 
Federation of Small Businesses 
Feisty Productions 
Fife Environment Trust 
General Dental Council 
Gerald Holtham 
Greengairs Community Council 
Gregg Corbett 
Health Professions Council 
Highland Council 
Iain McLean 

http://www.scottish.parliament.uk/s3/committees/scotBill/ScotlandBill.htm
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Independent Healthcare Advisory Services 
Infratil Airports 
Institute of Chartered Accountants in England and Wales (ICAEW) 
Institute of Chartered Accountants of Scotland 
James Hunter 
Karl Hughes 
Kenny McPhee 
LandTrust 
Local People Leading 
Mary Mackenzie 
Michael Keating 
NHS Ayrshire and Arran 
NHS Education for Scotland 
NHS Highland 
North Lanarkshire Council 
Professor Andrew Hughes Hallett and Professor Drew Scott 
Professor Robin Broadway 
Professor Lars P Feld 
Reform Scotland 
Reverend Peter D Thomson 
Road Haulage Association Ltd (RHA) 
Robert Veitch 
Royal College of Physicians of Edinburgh 
Royal Society for the Prevention of Accidents (RoSPA ) Scotland 
RSPB Scotland 
 Scottish Air Rifle and Pistol Association (SARPA) 
Scottish Building Federation 
Scottish Council for Development and Industry (SCDI) 
Scottish Council for Voluntary Organisations 
Scottish Environmental Services Association 
Scottish Forum for Healthcare Science 
Scottish Islands Federation 
Scottish Landfill Communities Fund Forum 
Scottish Property Federation 
Scottish Retail Consortium 
Scottish Wildlife Trust 
Stephen McIntosh 
UNISON 
Veolia Environmental Trust 
Waterways Trust Scotland (The) 
WWF Scotland 
 

 
Stephen Imrie 

Clerk to the Committee 
January 2011 
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ANNEXE A 
 
SUBMISSION FROM THE INSTITUTE OF CHARTERED ACCOUNTANTS OF 
SCOTLAND  (ICAS) 
 
INTRODUCTION AND KEY POINTS 
 
Introduction 
 
1. The Institute of Chartered Accountants of Scotland welcomes the opportunity to 
submit evidence to the Scotland Bill Committee of the Scottish Parliament on the 
Scotland Bill 2010 and relevant legislative consent memoranda. 
 
2. The Institute is the first incorporated professional accountancy body in the world.  The 
Institute’s Charter requires it to act primarily in the public interest, and our responses to 
consultations are therefore intended to place the general public interest first.  Our 
Charter also requires us to represent our members’ views and protect their interests, but 
in the rare cases where these are at odds with the public interest, it is the public interest 
which must be paramount. 
 
3. The Institute is apolitical in its responses and considers merely the practicalities of 
the implementation and the technicalities of any proposed legislation.  Our membership 
includes people covering the whole political spectrum. 
 
4. We were actively involved in the work of the Commission on Scottish Devolution –the 
Calman Commission – providing both written and oral evidence over the period of its 
review.  We have also been actively involved in the process instigated by the UK 
Government to develop a detailed framework for implementing the proposals on income 
tax arising from the work of the Calman Commission, now included in the Scotland Bill 
2010.  We are represented on the High Level Implementation Group which is jointly 
chaired by the Exchequer Secretary to the Treasury and the Secretary of State for 
Scotland. 
 
5. Along with the Chartered Institute of Taxation (CIOT), we have encouraged debate 
on the tax proposals.  On 30 September 2010, the Institute hosted a roundtable event 
with CIOT at the Scottish Parliament.  This event was an opportunity for key 
stakeholders, including accountants, tax advisors, politicians and civil servants, to 
consider the wide range of practical issues which need to be addressed.  The notes 
from this meeting are attached as an Appendix. 
 
Key Points 
 
6. Our engagement with this reform process is focused around three key issues: 
 
• The proposals on the introduction of a Scottish rate of income tax which are to be 

taken forward by the Scotland Bill.  Our comments on income tax comprise the 
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majority of our response to the Scotland Bill Committee’s call for evidence.  We 
recommend that the definition of ‘Scottish taxpayer’ in the Bill is reconsidered and a 
statutory definition introduced which will give greater certainty to all.  Certainty is 
needed as to who is a Scottish taxpayer in order to keep the costs of compliance as 
low as possible. 

 
The welfare reform programme currently being taken forward by the UK Government 
will have a direct bearing on the implementation of a Scottish rate of income tax.  The 
welfare reforms are expected to devolve elements of the welfare system which will add 
complexity.  A clear plan is needed as to how the reserved and devolved elements of 
the tax system and reserved and devolved elements of the welfare system will interact 
and operate in a cohesive manner. 
 
• The proposal to re-reserve powers to set procedure for corporate insolvency, which 

is to be taken forward by the Scotland Bill.  We believe that the re-reservation of 
responsibility for corporate insolvency procedure, excluding Receivership, is 
beneficial as it will ensure consistency throughout the UK.  Scotland will also benefit 
from legislative change being introduced at the same pace as the rest of the UK. 

 
• The desirability of a single definition of ‘charity’, including consistent ‘charitable 

purposes’ across the UK for both regulatory and tax purposes.  This matter is taken 
up within the White Paper Strengthening Scotland’s Future and we support the 
approach which has been set out therein, including the intention of seeking change 
through engagement with the Scottish Government and consent for any changes 
from the Scottish Parliament.  We recommend that any discussions in this area 
include the Northern Ireland Executive.  The Charities Act (Northern Ireland) 2008 
includes a further definition of ‘charity’: this is currently under review with 
consideration being given to aligning the definition with the Charities Act 2006, which 
applies in England and Wales. 

 
RESPONSES TO THE SCOTLAND BILL COMMITTEE’S KEY QUESTIONS 
 
Response to question 1.  Our detailed comments on the Scotland Bill fall largely into 
two key areas: the proposals on income tax, and the proposals on the re-reservation of 
powers to set corporate insolvency procedure. 
 
Our comments on income tax are limited to looking at issues which need to be 
considered and addressed as part of the process of implementing such a major change 
to the tax system. 
 
We are aware that the proposals on taxation have been the subject of much analysis 
and debate.  Our overall impression is that there is no clear consensus emerging 
among commentators on how the proposals will impact on the economy, business and 
individuals or on the extent to which the proposals will enhance the financial 
accountability of the Scottish Government and Scottish Parliament.  Having said that 
there are a number of wider issues which we believe it is important for those scrutinising 
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the Bill and taking forward its implementation to consider.  A number of these issues are 
touched on in Strengthening Scotland’s Future. 
 
Much of the detail will be contained within secondary legislation which has not yet been 
prepared and there is a risk that the secondary legislation on tax matters could create 
unintended consequences.  We recommend in this instance that any secondary 
legislation on tax matters is subject to close scrutiny at committee level and to a positive 
resolution by both the Scottish and UK Parliaments.  This process would bring 
secondary legislation in respect of tax matters within the legislative consent process 
which has already been established for the Bill. 
 
Strengthening Scotland’s Future refers to the launch of the UK Government’s White 
Paper Universal Credit: Welfare that Works (November 2010) and plans to devolve new 
powers in relation to welfare matters to both the Scottish Government and Scottish local 
authorities through the Welfare Reform Bill in early 2011.  Strengthening Scotland’s 
Future also recognises the need for better interaction between reserved and devolved 
responsibilities between welfare and areas such as health, skills and housing.  
However, it is silent on precisely what steps will be taken to ensure that there is a clear 
plan as to how the reserved and devolved elements of the tax system and the reserved 
and devolved elements of the welfare system will interact and operate in a cohesive 
manner.  Robust arrangements are essential for Scottish taxpayers who also receive 
welfare benefits, for public sector bodies involved in the administration of tax and 
welfare systems and also for the setting and monitoring of the overall Scottish budget. 
 
The High Level Implementation Group has established a number of technical groups to 
consider the implications of different aspects of implementing the Scotland Bill’s taxation 
reforms.  The topics being covered by these technical groups are income tax, gift aid 
and pensions.  We recommend that the Scotland Bill Committee is briefed by the High 
Level Implementation Group on its conclusions and recommendations and on any 
subsequent actions arising from its work and the work of the technical groups. 
 
Response to question 2.  In commenting on proposals for revenue raising and taxation 
in the Scotland Bill, we have only expressed views on issues which we believe must be 
addressed during the implementation process.  We have not formed a view on the 
approach itself. 
 
Response to question 3.  In responding to this question we have concentrated on the 
income tax changes to be found at clauses 24 to 27 of the Scotland Bill.  The creation of 
the devolved tax funding stream would result in the Scottish Parliament reducing its 
reliance on the discretionary grant provided by the UK Government.  Once all the 
measures are in place, we understand that taking account of local taxes already 
devolved to the Scottish Parliament, the total of current spending decided by taxes 
determined in Scotland will move from around 14% of expenditure to an estimated 35% 
of expenditure assuming that the rate remains the same as that throughout the United 
Kingdom. 
 



SCO/S3/11/3/1 

Strengthening Scotland’s Future makes it clear that the new Scottish rate of income tax 
will apply from April 2016.  The main UK rates of income tax will be reduced by 10p for 
those defined as Scottish taxpayers and the Parliament will then be able to set a new 
Scottish rate of income tax.   
 
In approximate terms, the 10p variation equates to about £4.5 billion.  Phrased a 
different way, 1p in the income tax rate should yield approximately £450 million.  Our 
primary concern is to ensure that the new legislation is clear, certain and perceived as 
being equitable between different taxpayers in similar circumstances.  It is important 
that every effort is made to prepare for the enactment of the new legislation and to keep 
costs down.   
 
It would be wrong if creating this separate Scottish income tax rate added a 
disproportionate amount to the collection of tax.  Estimates vary as to how much the 
creation of and maintenance of a register of Scottish taxpayers will cost but costs will be 
minimised if the process starts now.  All taxpayers need to be educated to notify the 
Government (and HMRC) of changes of residence.  In practice, movement of taxpayers 
can be a serious problem resulting in unnecessary costs being incurred in debt 
collection and the pursuit of tax debts. 
 
It is believed that most employers who use commercial payroll software have within that 
software the functionality to deal with divergent tax rates and a different treatment for 
Scottish taxpayers.  However this has not been tested and we recommend that this 
should be done well in advance of the implementation of the legislation.   
 
Potential costs will be minimised if the definition of a Scottish taxpayer is clear and 
certain.  It must also be perceived as fair.   
 
There is a balance to be struck between creating legislation which is clear, certain and 
perceived as fair but also simple to understand and implement.  Economies of scale can 
reduce the unit cost of tax assessment and collection significantly and conversely 
introducing a system to deal with a relatively small number of people is going to prove 
proportionately more expensive.  Estimates for how expensive it will be to create a 
register of Scottish taxpayers vary from between £45 million and £150 million.  The 
better the definition of a Scottish taxpayer, the likelihood of the costs being to the lower 
end is increased.   
 
Conversely, if the definition of a Scottish taxpayer is viewed as vague, liable to dispute 
and litigation and difficult to define, then costs will be significantly higher and would 
probably exceed by a considerable margin, the figure of £150 million.  Once created, 
the maintenance of a register of Scottish taxpayers should not prove too expensive 
provided that a reporting mechanism is in place imposing an obligation for individuals to 
notify changes in circumstances immediately. 
 
In 1997 the debate looking at the definition of a Scottish taxpayer for the Scottish 
Variable Rate identified that there were serious concerns about section 75 of the 
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Scotland Act 1998.  The definition then of a Scottish taxpayer produced too many and 
unacceptable anomalies but at that time there was clear guidance on the definition of 
residence and ordinarily resident to be found in IR20.   
 
In recent years the uncertainty about residence has been increased considerably.  This 
concept of residence is the foundation for the definition of a Scottish taxpayer and it is 
already known to be defective from a number of recent cases.  It would be better to 
produce a statutory definition of UK residence and Scottish residence than to rely upon 
the proposed clauses to be found on page 18 of the Scotland Bill under clause 26. 
 
The definition of ‘Scottish taxpayer’ to be found in the new draft clause 80D causes 
concern for the anomalies it creates.  For example, an itinerant worker might have spent 
101 days in Scotland, 99 days in England and 165 days working overseas but in such a 
case he would be UK resident and deemed to be a Scottish taxpayer despite the fact 
that he has spent the majority of his time outside Scotland.  If there is a tax differential 
introduced the individual affected is not going to think the result either fair or acceptable.  
There is also concern that ascertaining someone’s whereabouts on a particular day is 
not only an invasion of their privacy but can be difficult to ascertain.  Particularly in the 
service sector with communication by email and other means, it is often difficult to 
ascertain the precise location of an individual at a particular time. 
 
Looking at clause 80F which imposes an obligation to count the number of days spent 
in Scotland or another part of the UK, the critical time is the number of days in the year 
in which the individual is present in Scotland at the end of the day.  This clause could be 
viewed as creating anomalies.  Someone living north of the Border but working in 
England and therefore deriving all of his income from English activity would be a 
Scottish taxpayer because they sleep in Scotland.  Conversely, someone who lives in 
England but works in Scotland on a day shift would be an English taxpayer but 
someone who lives in England and works a night shift in Scotland would be a Scottish 
taxpayer. 
 
The acceptability or otherwise of taxation is a very fragile principle.  If the public have a 
perception, no matter how misconceived that perception might be, that a tax is arbitrary 
in its application and unfair, that tax will be unpopular.   
 
We understand from discussions with HMRC that they have no intention to introduce a 
concession to split the fiscal year to deal with movements.  This is unacceptable.  
Unless this is remedied it is likely that unacceptable levels of error will arise from 
movements in and out of Scotland.  Again, the likelihood of errors can be minimised if 
preparation for the change starts now and an obligation is imposed on people to notify 
promptly any change in their individual circumstances and change of residence.   
 
Paragraph 80E to be found on page 19 introduces concepts of place of residence and 
main residence.  These could confuse many people with their understanding of the main 
residence as is used and defined in the Capital Gains Tax Act.  The latter has an 
election available to taxpayers to remove doubt.   
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There is a balance to be struck between complexity to deal with individual varying 
circumstances and fairness.  In an ideal world, there should be symmetry in the taxation 
treatment between the payer and recipient and this point of principle could be important 
when dealing with charitable donations and pension payments.  If the Scottish income 
tax rate is different from that of the rest of the UK, these matters need to be clarified in 
law so that everyone understands the consequence. 
 
This balance between complexity and certainty is perhaps illustrated in clause 27 which 
is trying to impose the Scottish income tax rate on earnings and profit but disapplying it 
to savings income.  We have a self assessment regime in the UK and to understand the 
definition of savings income you need to go to the Income Tax Act 2007 and then to part 
4 of Income Tax (Trading and Other Income) Act 2005 which makes it clear that income 
defined in part 4 includes savings and investment income including dividends (and other 
distributions from companies).  Interpretation of this legislation is, in practice, difficult 
and will prove beyond the ability of many ordinary Scottish taxpayers.  Our 
recommendation would therefore be that the legislation needs to expand to include all 
the necessary definitions in the one act.  It is not good practice that the reader of these 
draft clauses needs to research other areas of voluminous tax legislation to be able to 
understand which income might be liable to the Scottish rate. 
 
We do not propose to comment on the provisions to be found in clauses 28, 29, 30 or 
31.  In this response we have focussed on what we perceive are unsatisfactory features 
of the draft legislation looking at the income tax provisions.  We are concerned that 
these provisions are complex, difficult to interpret and create a number of uncertainties 
and perceived inequities.  In our response we recommend that steps need to be taken 
now if there is to be certainty in who is a Scottish taxpayer.  This is important to keep 
the cost of compliance as low as possible. 
 
We also wish to comment on how the proposals will interact with the HMRC penalties 
legislation to be found in schedule 24 Finance Act 2007.  It is important also to clarify 
how the proposals will interact with the interest and surcharge regimes especially where 
delays and errors arise. 
 
This legislation is complex.  It has the potential to affect a large number of people 
beyond Scottish taxpayers.  Those affected would include the payers of annuities, 
employers, charities, pension funds and of course the Scottish Government which will 
rely on the income stream created by this legislation.  It is important that the Scottish 
Government is able to identify and obtain its fair share of the tax revenues.  To achieve 
this in a cost efficient manner, to keep the cost of compliance as low as possible, it is 
important that steps start now to educate taxpayers, to put in place processes and tests 
to ensure that the register of Scottish taxpayers can be viewed with confidence and to 
bring certainty to those who will be affected directly or indirectly by the Scottish Income 
Tax Act. 
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Without a sound foundation defining who is a Scottish taxpayer, the cost of compliance 
could be unacceptably high.  We therefore recommend that the definition of the Scottish 
taxpayer be reconsidered and a statutory definition introduced which will give greater 
certainty to all. 
 
Response to question 4.  We are not in a position to comment on how the system 
proposed in the Bill and supporting documents would have performed in the recent 
downturn. 
 
Response to question 5.  We believe that the decision to devolve taxes is a political 
one therefore we have no comments to make on the proposals to create devolved taxes 
to replace Stamp Duty Land Tax and Landfill Tax.  However, we do have the following 
comments on the proposals to introduce a power to create new devolved taxes: 
 
Clause 24 introduces a power to add new devolved taxes.  This new draft section 80B 
appears to be very wide in its discretion.  It would enable a tax of any description to be 
added as a devolved tax.  This is a political matter but our preference would be to see 
legislation which defines clearly the powers that are available.  In broad principle, we 
are opposed to powers that give wide discretion and therefore subject to a lesser 
degree of parliamentary scrutiny.  Therefore to use words such as ‘she considers 
necessary or expedient’ or ‘tax of any description’ is not welcome.  We would rather see 
this power removed from the Bill and if at some point in the future it is necessary to add 
additional devolved taxes, this be done by parliamentary process in both of the 
Parliaments.  The enactment of such wide discretion in enabling legislation is not 
desirable. 
 
Response to question 6.  We agree that borrowing powers are important elements of 
these reforms.  However, we have not formed a view on the adequacy or otherwise of 
these powers. 
 
Response to question 7.  While we understand producing robust costs estimates to 
cover the entire package of measures is probably not a realistic prospect, we believe 
that the regulatory impact assessment which accompanies the Bill is too narrowly 
focussed to provide those scrutinising the Bill with any useful data on the cost of 
implementing the reforms or subsequent recurrent administrative costs. 
 
Costs associated with the reforms will largely arise from the implementation and 
ongoing administration of new systems which will be determined largely through 
secondary legislation.  Therefore, further detailed work will be required to provide this 
information as the process of reform progresses.  This highlights the importance of 
secondary legislation in respect of tax matters being the subject of positive resolutions 
by the Scottish Parliament and the UK Parliament. 
 
We fully accept that the impact of any decisions taken by the Scottish Government on 
rates of tax (income tax and other taxes) is not a matter for the regulatory impact 
assessment.  However, we believe that the administrative costs of the proposals which 
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will be borne by the UK Government, the Scottish Government, business and 
individuals are a matter for the regulatory impact assessment process which 
accompanies these reforms.  Costs incurred by the UK Government and the Scottish 
Government, including Scottish public sector bodies, will require funding so this 
information will be needed as part of spending review and budgeting processes. 
In our response to question 3, we comment on aspects of risk and cost relating to the 
implementation of the proposals on income tax, including the creation of a register of 
Scottish taxpayers.  However, we have not undertaken our own comprehensive impact 
assessment on the taxation proposals or any impact assessment on the other proposals 
contained within the Bill and accompanying material. 
 
In question 3, we also set out our views on the implementation of the income tax 
changes. 
 
Response to question 8.  We have no research to offer on the operation of other tax 
and financial systems operating in federal or quasi-federal countries.  We agree that the 
examination of other tax and financial systems would be helpful in scrutinising the 
proposed Bill, related secondary legislation and the impact of other parallel 
developments such as changes to the welfare state. 
 
Most federal and regional tax systems have evolved with the top level developing last 
which limits the number of countries with systems comparable to the changes proposed 
for Scotland.  The German system is an example of a regional system developing from 
a central system which may be worthy of further study. 
 
Response to question 11.  Our response to question 11 is limited to the proposals on 
the re-reservation of powers to set corporate insolvency procedure. 
 
We believe that the re-reservation to Westminster of responsibility for corporate 
insolvency procedure, excluding Receivership, is beneficial as it will ensure consistency 
throughout the UK, which is lacking under existing arrangements.  Drafters at 
Westminster and Holyrood will need to work together closely to ensure that Scottish 
Rules take account of all Scottish legislation.  Scotland will also benefit from legislative 
change being introduced at the same pace as the rest of the UK. 
 
Prior to the Scotland Act 1998 all corporate insolvency Rules were made in 
Westminster, taking into account the differences arising under Scots Law and 
procedure.  Stakeholders in Scotland were consulted and involved in the process of 
developing the relevant Rules.  The process had endured for decades.  
 
Under the Scotland Act 1998 Creditor Voluntary Arrangements and Administrations 
were reserved to Westminster whereas Receivership and Winding up were devolved to 
Holyrood.  There are cross applications among the different corporate insolvency 
processes which make them complex.  The split in the corporate insolvency regime 
meant that procedures relating to insolvent companies and Limited Liability Partnerships 
under the jurisdiction of Scots Law were governed by Rules which were partly the 
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responsibility of Westminster and partly that of the Scottish Government.  This gave rise 
to complications as the same Rule, for example regarding the convening of and 
attendance at meetings of creditors, might be subject to review and amendment by both 
authorities. 
 
This divergence is demonstrated in the Leyland DAF case as in Scotland, there is no 
direct equivalent of the English Rule 2.67(f).  The Scottish Rules on expenses in both 
liquidation and administration use different wording from the Rules in England and 
Wales with the result that there is scope for arguing that something which is an expense 
in one jurisdiction is not an expense in the other.  
 
The English Rules have been regularly revised however Scotland has not kept pace 
with reforms in England and Wales despite calls, over an extended period of years, from 
the insolvency and legal professions.  There are now significant differences between the 
English and the Scottish Rules which result in additional costs in Scotland in winding up 
procedures, which have a detrimental effect on the return to creditors.  This places 
Scotland at a disadvantage. 
 
As a consequence of re-reservation there will be a need for the legislative drafters at 
Westminster and Holyrood to work closely together to ensure that the Scottish Rules 
take full account of all Scottish legislation that may impact on any proposed changes. 
 
In particular there will be a need in due course to rewrite the Rules applicable to 
Receivership appointments in Scotland since Receiverships remain devolved and since 
there are numerous cross references to other corporate applications.  Part 3 of the 
Insolvency (Scotland) Rules 1986 as amended is connected in its terms to other Parts 
(particularly Parts 4 and 7).  The opportunity could be taken to make further 
improvements, such as provisions within the English Rules relating to electronic 
communication.  We continue to seek assurance from the Scottish Government that it 
will urgently make the necessary resources available to address this exercise. 
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Appendix 
The Chartered Institute of Taxation 
and 
The Institute of Chartered Accountants of Scotland 
 
Notes of the Roundtable discussions of the Calman Proposals held in Committee Room 
6 of the Scottish Parliament on 30 September 2010 
 
 Meeting Chair: Jonathan Milne, Executive Director - Communications, ICAS
 The purpose of the Roundtable was to identify the practical issues to be 

addressed in order to implement the proposals.  
1.  Income Tax 
1.1 Defining jurisdiction 
 It was noted that in a survey of members of the Chartered Institute of 

Taxation in Scotland and the northernmost parts of England, the issue of 
defining who is to be regarded as a Scottish taxpayer was one of the two 
issues identified as the most important. 

 Participants felt strongly that the definition needs to be clear and 
straightforward otherwise it will result in uncertainty as to who is to be taxed 
with consequences for costs, compliance and enforcement. The rules need 
to be able to be understood by an average person without them needing to 
consult a professional adviser. 

 The difficulties of defining who is a Scottish taxpayer lie in part in the fact 
that to define a Scottish taxpayer, it is necessary to first identify the fact that 
a person is a UK taxpayer.  Once that has been done, the issue is whether 
the person has his or her closest connection with Scotland or the rest of the 
UK.  Since defining who is resident in the UK is already over-complex and 
the subject of over 80 pages of HMRC guidance, it is clear that this is no 
easy matter. 

 Participants raised a number of specific issues which will need to be 
addressed in the implementation of Calman. These include – 
• How secondments into and out of Scotland should be treated.  The issue 

arises in particular with workers such as some of those in the oil industry 
whose main residence may be outside Scotland but for work reasons 
they may spend more nights in Scotland. 

• Employers may not have all the information to identify who is a Scottish 
taxpayer.  That means that they have to get the information from the 
employee or rely on HMRC to give directions.  Whatever is done there is 
a high potential for error. 

• If a definition relies on number of days, the status of a taxable person will 
not be final until the taxpayer has spent the requisite number of days 
either in Scotland or in the United Kingdom (other than Scotland).  Status 
could therefore change with consequential impact on the system. 

• There will be issues where other non-UK jurisdictions are also involved 
e.g. a person who spends time in Scotland, England and France. 

• The UK system distinguishes between residence and domicile.  Should 
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these complexities be imported into any Scottish tax system? 
• There is a lot to be said for a simple, pragmatic rule – but a consequence 

would be some rough edges and the possibility of people working round 
it. 

• Scotland may need to think whether it wants its residence rule to be 
attractive (thus an incentive) or more of a policing measure. 

 There is a working assumption among tax advisers that Scottish status will 
be flagged up by an ‘S’ or alternative designation in the tax code. 

1.2 Savings and pensions 
 Particular problems arise with savings and pensions providers. For many 

taxpayers, they will not have sufficient detail to determine the residence of 
the holder of investments. The current practice is to assume that an investor 
is subject to UK tax unless advised otherwise by HMRC.   

 On the introduction of a Scottish rate of income tax, it will be necessary to 
implement procedures to identify whether the Scottish or rest of the UK rate 
needs to be applied for each investment.  If the current procedures are used, 
this implies that it will be for HMRC to determine the relevant rate and advise 
the investment provider (in respect of pensions and annuities since other 
savings will not be subject to the Scottish rate). 

 There are issues relating to tax relief on pension contributions and tax rates 
on refunds of contributions that will need to be addressed as part of the work 
on Calman. 

 One of the main issues will be who bears the administrative cost.  If the cost 
is borne by HMRC, it will presumably be passed on to Scotland in the form of 
charges for the administration of the Scottish tax.  [This is of course an issue 
for many aspects of the proposals, not just savings and pensions.] 

 If, on the other hand, it is left to the investment provider, it will have 
implications for the costs borne on investments such as pensions.  In 
addition, the investment provider is likely to be in the hands of employers 
and investors.  There would therefore be a risk as to the quality of the 
information and the potential for incurring penalties.  

 Financial services providers would like clarity that other financial products 
will not be brought into the devolved tax regime at any point. 

 As with employers, pension providers are keen to see a system that is as 
simple to operate as possible in order to keep down costs and operational 
risks. 

1.3 Practical issues connected with the PAYE system 
 The majority of the Scottish tax will be collected via PAYE yet, as recent 

press reports have highlighted, there are very large numbers of taxpayers 
whose tax has been over- or under-deducted.  This has implications for 
taxpayers (burden of sudden large underpayment or potential loss of tax 
overpaid).   

 The implementation of the Scottish rate affects not only employers in 
Scotland – it also affects any employer outside Scotland who has employees 
resident in Scotland.  There will need to be a substantial information 
campaign to make employers based outside Scotland aware of this and of 
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their responsibilities. 
 Apart from the cost of any systems required to implement the tax, employers 

may have to bear some or all of any additional tax in order to get workers to 
relocate to Scotland.  The process is well known, e.g. a US firm seconding a 
US employee to the UK would pay a salary, which after any UK and US tax 
puts the employee in at least as good a position as he would have been 
before the secondment. 

 The UK tax system taxes not only cash remuneration but also benefits in 
kind.  While most benefits in kind are dealt with via the PAYE system, there 
are some that are either trivial or complex that are dealt with outside the 
system via what is known as PSA (PAYE Settlement Agreement).  Under 
this arrangement, the employer pays tax at an agreed rate on the gross 
value of benefits not allocated to individual employees.  The implementation 
of a further layer of tax has implications for the PAYE system as well as the 
attribution of tax receipts to Scotland. 

 If the proposals are to work, it is important that the tax authorities are 
working on the basis of up-to-date information. The Calman proposals need 
to be considered alongside the current PAYE reforms consultation. 

 The importance of allowing software manufacturers time to make any 
necessary changes to payroll software, if this is not already compatible with 
devolved taxation, was noted. This would typically need about two years 
lead-in time. Employers outside Scotland who have, or may at some point 
take on; a Scottish employee will need to be persuaded that they should 
have suitable software for handling Scottish taxpayers. One participant 
questioned whether English companies would be likely to go to the trouble of 
doing this. 

 Suggestions 
 It was noted that some specialists had suggested that the easiest solution 

might be that every Scottish taxpayer should be required to submit a tax 
return.  While some countries do require tax returns from all taxpayers, most 
participants who expressed an opinion felt it would be a retrograde step to 
suddenly require a vast number of returns. 

 There was a suggestion that there should be an examination of other tax 
systems that have more than one layer of tax, although it was noted that 
most federal and regional tax systems had evolved with the top level 
developing last.  The German system was cited as a possible example worth 
studying, of a regional system evolving from a central system. 

 It was suggested that, in view of the introduction of such a substantial 
change, there should be a one year grace period during which any errors by 
employers related to the changes should not be penalised. 

2.  Income tax and those on low incomes 
 It is a common misconception that those on low incomes have simple 

financial affairs. As a general rule of thumb, the lower your income: 
• The more complicated the tax is  
• The more there is interaction between tax and benefits (and different 

government depts) to deal with 



SCO/S3/11/3/1 

• The less you can afford to pay too much tax 
• The less you can afford advice (and HMRC is becoming less and less 

accessible) 
 

 There are particular complexities for those on low incomes if they have 
multiple sources of income (as is particularly the case for pensioners) or 
changing circumstances (as with migrants and those in and out of work). 

 One low income group who will need particular consideration are students, 
who may have a term-time address in Scotland and a permanent address 
(usually the parental home) elsewhere in the UK, or vice-versa. They may 
have part-time or holiday jobs in either or both places (sometimes running 
concurrently). 

 Those on low incomes may be entitled to benefits.  Some benefits are 
means tested but others are not.  The basis of means testing can be pre- or 
post-tax. Different issues arise with each of these. HMRC, the Benefits 
Agency and the Scottish Government will need to work closely together to 
ensure that there is a smooth transition to the new regime, for those on low 
incomes in particular. 

 Benefits means tested on a post-tax income basis include pension credit (the 
guarantee element), housing benefit and income support. If someone 
receives these benefits or credits (and is over the tax threshold), and the tax 
rate changes, the benefit or credit will be increased (if tax goes up) or 
decreased (if tax is cut). There will be issues over collecting underpayments. 
It was noted that the Scottish Government may be required to make good 
any loss suffered by the UK Treasury or DWP as a result of tax increases at 
Holyrood (or able to claim savings from UK departments if tax is cut north of 
the border and the benefits / credits bill falls as a result). 
It was also noted that council tax benefit and housing benefit are 
implemented by local authorities. Dependent on the definition of a Scottish 
taxpayer settled upon (see above), Scottish councils will almost certainly 
have some English taxpayers, and English councils some Scottish 
taxpayers. Councils will need to be alerted to this and the need to be 
prepared for it. 

 Tax credits are means tested on a pre-tax (gross) income basis. 
Consequently, if Scotland and England have different income tax rates, 
people with the same level of take home pay on different sides of the border 
will receive differently sized top-ups to their income. This may be seen as 
unfair. 

 Whereas the tax system is based on individual persons, the benefits system 
takes into account the whole family. If the family is based in England and the 
worker in Scotland (e.g. an oil rig worker), what happens? 

 The UK Government’s policy of progressively raising the income tax 
threshold will take people out of income tax and diminish the Scottish 
Government’s tax base. The implications of this need to be considered. 

3.  PAYE issues 
 PAYE has gone onto a new computer system and there is a further 
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consultation on how it should evolve.   For PAYE to accurately collect the tax 
due it is necessary to be able to know all sources of income and deductions, 
but sometimes reliance has to be made on estimates in issuing notices of 
coding. 

 There are a number of issues which prevent the accurate assessment of tax, 
including the fact that some income is taxed under PAYE but is not in fact 
employment income, and the issue of part-time and multiple jobs.  In the 
latter case, issues arise as to how you “share” the notice of coding. 

 Non-tax issues also arise, e.g. the potential impact of a variable rate of tax 
on employers’ willingness to take on employees in Scotland.  

 PAYE was designed to keep the majority out of having to complete a tax 
return. The downsides of this are (a) that it isolates most taxpayers from an 
understanding of the workings of the tax system, and (b) people may not 
know – even after Calman is implemented – whether or not they are Scottish 
taxpayers. 

 Splitting income tax payments between Westminster and Holyrood will 
create an additional layer of complexity when dealing with underpayments 
and overpayments. Questions that need to be considered include: 
What happens if there is an underpayment of tax (a) owing to Holyrood or (b) 
owing to Westminster (or both) by a Scottish taxpayer? What would be the 
mechanism for collecting it? What safeguards would the Scottish taxpayer 
have against wrong assessment or unfair recovery?  
What happens if there is an overpayment? How would the taxpayer be 
informed and reimbursed, or would the taxpayer be left to find out for 
him/herself? 

 As already noted, issues also arise in respect of tax credit because of the 
interaction between tax and tax credits, and the different basis on which the 
tax and benefits systems operate. 

 Although Scotland has for some time had the power to apply a different rate 
(SVR), it has not been used.  It is understood that discussions have taken 
place with HMRC on its implementation. 

4.  Other taxes 
 The Calman proposals contemplate devolving Air Passenger Duty, 

Aggregates Levy, Landfill Tax and Stamp Duty Land Tax. 
 From a technical perspective, these are ideal taxes because each is closely 

associated with a location that can be easily identified for the purposes of 
the tax.  In terms of income, none of them is very significant (about £400 
million in all out of a budget of over £50 billion).  However, the purpose of 
environmental taxes is not only to raise money but also to act as an 
instrument of changing behaviour and this may be more important than the 
fiscal side. 

 It was suggested by one participant that the climate change levy might be 
another suitable tax to be devolved. 

 The proposals allow Scotland to approach the UK Government with a 
request to raise other taxes, e.g. Scotland might wish to impose a hotel tax.  
There is likely to be an objective set of criteria governing these. It was noted 
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that the Scottish Parliament already has power to raise a charge or levy 
(such as the graduate endowment, or an additional charge on plastic bags). 
It was also noted that EU legislation restricts what can and cannot be done 
in this area too. 
The importance of clarity around what might or might not happen in the 
future was stressed. (This is, of course, an issue pertinent to the UK 
Government’s tax policy as well as the Scottish Government’s.) 

 The possibility of raising taxes hypothecated to particular purposes was 
raised. This offers presentational advantages but some practical 
disadvantages. 

 Participants noted that a system of multiple taxes had evolved to ensure 
fairness, e.g. capital gains tax was needed to prevent leakage of taxes on 
income.  Distinctions between earned and unearned income were abolished 
for similar reasons. Participants considered that it may be appropriate to re-
examine the exclusion of taxes such as capital gains tax from the Calman 
proposals. 

 It was noted that a wealthy person living in a big house in Scotland but with 
only investment income pays no Scottish tax under the proposals (though 
Scotland does of course get roughly 10 per cent of the UK’s take of tax on 
investment income). However a change would involve substantial obligations 
on banks and other financial institutions. 

5 General issues 
 There are a number of issues that arise in respect of compliance and 

enforcement.  For example, if someone fails to declare that they are a 
Scottish taxpayer, how should a penalty system operate?  If an issue only 
affects Scottish tax, where should any appeal lie?  An issue will also lie with 
what happens with penalties, e.g. if both Scottish and UK tax is evaded, who 
should get the penalties and interest?  That may depend on how payments 
are allocated. 

 Going back to the issue of jurisdiction, should there be a joint obligation on 
the part of both employer and employee to notify liability to Scottish tax? 

 The proposals have Gift Aid implications. There will need to be a Scottish 
box on the Gift Aid form, presumably. But which jurisdiction will provide the 
money to charities? And will this mean variable amounts of tax reclaimed, 
depending on where the taxpayer is? 

 If there is a higher rate of tax in Scotland it may influence proprietors of small 
companies to alter the mix between salary and dividend.  There is already a 
partial incentive in employer’s NIC to reduce profits and increase dividends.  
Care needs to be taken to ensure horizontal neutrality of the tax system.  

 The question arises of at what point the system for collecting Scottish taxes 
should be launched. If the Scottish Government does not use its tax-varying 
powers initially would it be unnecessary bureaucracy? But how easily and 
quickly could it be introduced if the rates are changed? 

 There will be a need for substantial publicity and support services when the 
new powers are launched. One participant drew an analogy with the publicity 
for the digital switchover. 
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 There was some concern that the plan to introduce legislation before the end 
of the year was very soon. If the government is not willing to delay the 
legislation, participants felt they should at least be careful to draft it in such a 
way that it does not close any doors and allows further consultation on the 
technical details (especially the tax-specific ones) of the proposals. 

 There was concern that there are also proposals emanating for devolved 
taxation in Wales and Northern Ireland which are different from those that 
Calman has proposed for Scotland.  Participants thought that multiple 
inconsistent devolution would be extremely difficult to administer. 

 There was a concern that the European Court of Justice has struck down 
some regional taxes in other EU countries and it will be important to ensure 
that any devolved taxes are compatible with the EU’s fundamental freedoms.

 One participant asked whether participants were really that negative about 
the proposals.  In response it was pointed out that neither the CIOT nor 
ICAS were concerned with the political decision whether or not to impose a 
tax.  What was important was to recognise that the tax system was highly 
complex and therefore any change would require very careful identification 
of all the issues that might prevent the system from operating as envisaged. 
It also needed to be appreciated that the changes would necessarily 
increase administrative costs for all those involved with the tax system. 

 
January 2011 
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SUBMISSION FROM NHS EDUCATION FOR SCOTLAND  
 
Question 11 – regarding regulation of health professions 
 
NHS Education for Scotland is a Special Health Board with a national remit to design, 
commission, quality assure and provide education, training and lifelong learning for the 
NHS workforce.  We are responsible for a wide range of education and work force 
development functions for NHS Scotland and cover all the health care professional 
groups as well as support staff.  We work closely with the health and social care staff 
regulators, on a UK as well as Scotland level. 
 
Our consensus view is to retain Scotland’s devolved powers for the regulation of new 
health professional groups and we would not wish to see these powers being re-
reserved to Westminster. The rationale for this position is as follows: 
 

i. devolved powers have proved extremely helpful during this past decade. For 
example, the role of the Registered Pharmacy Technician in Great Britain has been 
recognised as a new professional group within the pharmaceutical care team. In 
Scotland, the role was regulated through the devolved powers and by full agreement 
with both Westminster and the Scottish Parliament. The process proved efficient and 
effective in enabling  the new role to be carefully linked with the new Community 
Pharmacy Contract in NHS Scotland and with Scotland’s distinctive educational 
system and qualifications framework. Scotland’s pharmacy contract diverges 
significantly from the Community Pharmacy Contract in England and Wales. 

  
ii. responsibilities for health policy and services are almost fully devolved to Scotland. 

Since devolution in 1998, there has been increasing divergence between Scotland 
and England, as indicated in the pharmacy example.  It is anticipated that this 
divergence is likely to markedly increase in the next four years, within the context of 
the Westminster Coalition Government’s white paper for NHS England. Regulation 
for new health professions groups must be fit for practice and fit for purpose with 
service needs; divergent health services in each country may generate new and 
distinctive work force requirements which in turn generate distinctive regulatory 
imperatives.  Scotland may have pressing need for its current powers. 

 
iii. throughout 2010, every Scottish territorial NHS board advised NES that a major 

priority was the education and development of clinical health care support workers, 
that is clinical staff on  levels 1-4 of the NHS Scotland career framework. We foresee 
that the development and strengthening of contemporary regulation for these groups 
which is customised to Scotland’s needs will continue as a significant challenge. 
Evaluation of the Scotland led pilot of employer based regulation for these staff 
groups will inform future direction of travel and it may be that we need the powers 
invested in the Scotland Act to ensure that requirements are met. 

 
iv. medical workforce supply and demand might indicate greater use for the Physician’s 

Assistant role, particularly in remote and rural areas. A significant barrier to their full 
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deployment has been that the PA is not regulated to prescribe medication. 
Scotland’s powers to regulate for new groups may be needed in this example, 
particularly in a scenario where England swings to a more ‘regulation-light’ 
environment.  This also applies to the HCSW example in ii. 

 
v. more broadly, if re-reserving regulation was approved and regulation entirely 

reserved there would be no statutory imperative to consult with and gain agreement 
of Scottish Government on legislation to amend the regulatory regimes of those 
professions and roles currently devolved or indeed for new professions. A new 
statute would have to be drawn up to somehow replace what we have already. 

 
vi. significant progress has been made in Scotland over this last decade in the pursuit 

of robust models of regulation and assurance which take account of devolved 
structures, enabled  through the  leverage conferred by statutory power. This has 
been characterised by collaborative working with the Council for Healthcare 
Regulatory Excellence and all the UK professional regulators and has allowed 
Scotland to pursue appropriate and proportionate risk based regulation for its new 
roles/professions. It would be important that new statutory arrangements do not 
destabilise progress made. 

 
vii. the evidence base for the Calman recommendation is unclear, particularly within a 

context of status quo for the major professions of medicine, nursing, Allied Health 
Professions and Pharmacists  that is,  UK regulation  reserved to Westminster. The 
Calman report offers neither detail nor full rationale. Any change to arrangements 
should only be considered on the basis of clear and transparent evidence. 

 
In summary, NES recognises that Scotland’s different professional groups are at 
different stages of development and regulatory need.  For example, the dental 
profession has conducted significant work to ensure appropriate regulation of its clinical 
support roles and it is not foreseen that it will need further regulatory intervention out 
with United Kingdom parameters in the coming years; this contrasts with nursing and 
midwifery health care support worker roles referenced at ii above. That said, to 
relinquish existing powers which at the very least provide Scotland with a well tested 
insurance policy at a time of imminent change in Westminster policy for health and 
regulation, seems unwise.  
 
In the best spirit of the Calman report, we would hope all four countries would remain 
committed to UK wide regulation sensitive to each countries specific need through the 
section 60 orders in reserved areas. We do not support the proposed amendment on re-
reserving the regulation of health professions, but we certainly support continued four 
country collaboration to reduce duplication of effort and strengthen inter-parliamentary 
partnership working. 
 
January 2011 
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SUBMISSION FROM HEALTH PROFESSIONS COUNCIL 
 
1. The Health Professions Council (HPC) is pleased to make this submission to the 

Scotland Bill Committee. In our submission to the Committee we have described the 
role of the HPC as a UK wide statutory regulator of health professionals and 
addressed question 11 of the Committee’s call for evidence. 

 
2. The HPC is governed by the Health Professions Order 2001.  We regulate 15 

professions, numbering 212,000 individual professionals.  The professions include 
paramedics, physiotherapists and practitioner psychologists.  Our main role is to 
protect the health and wellbeing of those who use or need to use our registrants’ 
services.  To do this we maintain a register of health professionals, set standards for 
entry to our register, approve education and training programmes for registration and 
deal with concerns where a registrant may not be fit to practise.  We also have a 
statutory responsibility to inform and educate the public and registrants of the work 
we do and we do this across the UK. 

 
3. The HPC operates across all four UK countries and our legislation takes this into 

account, for example by requiring fitness to practise hearings to be held in the 
jurisdiction where a person is registered.  However, it is important that the 
Committee is aware of the processes by which HPC operates and how we carry out 
our statutory responsibilities. 

 
4. Under the existing arrangements, the HPC draws representation from across the UK 

on our Council.  We also have a statutory duty to consult with stakeholders on a 
number of issues, including, for instance, the setting of standards or the issuing of 
guidance.  In carrying out this role we work closely with numerous organisations and 
individuals across the UK including professional bodies, government, political and 
policy-making audiences, employers, consumer groups and patient groups.  We 
enjoy a very positive and constructive relationship with both the Department of 
Health in the UK, and the Scottish Government Health Directorate. 

 
5. The HPC is committed to working in an open and transparent manner with all those 

with an interest in our role as a regulator.  Regulators should be independent of 
government and the professionals they regulate so that they can make, and be seen 
to make, appropriate decisions in the public interest. 

 
6. 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? 

 
7. As an independent statutory regulator, we make no comment as to whether the 

regulation of all health professions within the UK should be reserved. 
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8. We observe that there is widespread consensus that a consistent UK-wide approach 
to the regulation of health professions is both appropriate and beneficial to 
professionals and the public.  If effective and flexible regulatory approaches are in 
place then this will be achieved regardless of whether the issue is reserved or not.  
The key objective is to ensure that a common framework of regulation for health 
professionals exists across the UK. 

 
9. As the Committee will be aware, the current process of bringing additional 

professions into regulation is by the making of an order under Section 60 of the 
Health Act 1999.  If this order applies to a profession where competence is 
devolved, then the order has to be approved by both the Scottish Parliament and UK 
Parliament. 

 
10. The flexibility of the regulatory approach that established the HPC is such that 

additional professions can be brought into regulation in a timely and efficient 
manner.  The HPC has a track record in regulating new professions, addressing 
issues such as protected titles, and setting proficiency, education, conduct and other 
standards to ensure the protection of patients.   

 
 
Marc Seale 
Chief Executive and Registrar 
January 2011 
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SUBMISSION FROM GENERAL DENTAL COUNCIL 

1. The General Dental Council (GDC) welcomes the opportunity to respond to this call 
for Written Evidence. We respond to question 11 of the Committee’s call for evidence 
below. 
 
2. The GDC is the organisation which regulates dentists, dental nurses, dental 
technicians, clinical dental technicians, orthodontic therapists, dental hygienists and 
dental therapists in the United Kingdom. As part of this role, we: 
 
•           register qualified professionals; 
•           set standards of dental practice and conduct; 
•           assure the quality of dental education; 
•           ensure professionals keep up-to-date; 
•           help patients with complaints about a dental professional; 
•           are working to strengthen patient protection. 
 
Patients, and the standard of care they receive, are at the forefront of the GDC’s work.  
 
Current situation 
3. The General Dental Council is a statutory regulatory body and our work in protecting 
patients and regulating the dental team is carried out under the Dentists Act 1984 as 
amended.   
 
4. The Scottish Parliament has had devolved responsibility for the regulation of dental 
nurses, dental technicians, clinical dental technicians and orthodontic therapists in 
Scotland since registration of these groups was introduced across the UK in 2006. The 
Scottish Parliament does not have devolved responsibility for other categories of 
registrant (dentists, dental hygienists and dental therapists) and so there is currently an 
inconsistent approach. 
 
The practical effect of devolved regulation to date 
5. The GDC sets standards for all dental professionals. Its statutory functions relate to 
the dental team throughout the UK. The current arrangements for registration of dental 
nurses, dental technicians, clinical dental technicians and orthodontic therapists were 
introduced in 2006 with a two year transitional period leading to qualification-based 
registration from 2008. It is therefore too early to assess the full impact of devolved 
regulation on patient protection, on the operation of the register, or on registrants. 
 
6. The Scottish Parliament has not taken forward any new Scottish legislation relating to 
the regulation of individual dental professionals since its establishment. There has 
therefore been no impact on the consistency of our approach to regulation across the 
UK. The Scottish Parliament has however considered and approved orders under 
Section 60 of the Health Act 1999, including that which established a fully appointed 
General Dental Council.  
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7. One operational impact on the GDC has been the need to lay Section 60 orders 
before both the UK Parliament and the Scottish Parliament when seeking a change in 
legislation. This however has not presented any issues.  
 
8. The GDC also lays its annual report and accounts before the Scottish Parliament as 
well as the UK Parliament because of the Scottish Parliament’s devolved responsibility 
for the regulation of dental nurses, dental technicians, clinical dental technicians and 
orthodontic therapists. This also has not presented any issues.  
 
Potential impact  
 
9. Based on the GDC’s experience to date, there are no pronounced advantages or 
disadvantages to the devolved model. Looking ahead, we note the potential increase in 
cost and complexity of regulation should statutory requirements diverge between 
Scotland and other parts of the UK.   
 
10. Whatever the outcome of the current debate, i.e. whether powers continue to be 
devolved or are reserved to Westminster, the GDC, as a responsible regulator will work 
within the legislative framework. The GDC actively engages with Scottish Government 
Health Directorates, patient and public organisations, and the profession. 
 
11. The GDC will continue to work to protect patients by engaging with key stakeholders 
in each of the UK administrations.  
 
January 2011 
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SUBMISSION FROM REFORM SCOTLAND 

1. This written submission focuses on the financial aspects of the Scotland Bill by 
responding to the key questions in the Committee’s Call for Written Evidence that are 
concerned with the financial proposals.  

Introduction - the Scotland Bill’s Financial Measures 

2. The measures in the Scotland Bill, based on the Calman Commission proposals, 
would increase the proportion of the Scottish budget raised in Scotland.  Its main 
measures in relation to the financial settlement between the UK and Scottish 
Parliaments are: 

• The UK and Scottish Parliaments would share the yield of income tax with the 
power to vary the standard rate of income tax in Scotland by 3p either way 
replaced by a new Scottish rate of income tax applying to the basic and higher 
rates.  To bring this about the basic and higher rates of income tax in Scotland 
would be reduced by 10p in the pound and the block grant reduced accordingly, 
allowing the Scottish Government and Parliament to set rates for the Scottish 
income tax although the structure of the income tax system, including bands, 
allowances and thresholds would still be decided at Westminster.   

• Stamp Duty Land Tax and Landfill Tax would be devolved to the Scottish 
Parliament with a corresponding reduction in the block grant. 

• The block grant, governed by the Barnett Formula, from Westminster would 
continue to make up the remainder of the Scottish Parliament’s budget. 

• The Scottish Government would be given new borrowing powers for capital and 
revenue spending. 

3. The charts on the following page show the difference that the Scotland Bill would 
make when compared to the current situation.  The first chart shows taxes devolved 
(and those retained by Westminster) as a proportion of all taxes collected in Scotland.  
The second chart shows the source of the Scottish Budget before and after the 
Scotland Bill.  These charts show that the changes proposed are modest in the context 
of total tax receipts from Scotland and in the context of the scale of the Scottish Budget.  
Based on the latest figures available (Government Expenditure and Revenue in 
Scotland, 2008-09), the taxation measures proposed by the Scotland Bill would 
increase the proportion of the Scottish Budget funded from devolved taxes from 11% to 
26% of the Scottish Budget. 
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Scottish & Westminster Tax Powers Before/After Scotland Bill (2008/09 GERS), 
£bn 

 
 
Source of Scottish Budget Before/After Scotland Bill (2008/09 GERS), £bn 
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Key Question 1: 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 acknowledges the weaknesses inherent in the current financial 
arrangements and accepts that the present system, based on a block grant determined 
largely by application of the Barnett Formula, must change.  It is unbalanced because 
although the Scottish Government has control over 60 per cent of government 
expenditure in Scotland, it has very limited responsibility for raising the revenue required 
to meet those spending commitments other than the local taxes - council tax and 
business rates.  This means that the revenue generated by taxation powers devolved to 
Scotland accounts for around 11 per cent of devolved spending (see Chart on previous 
page). 

Reform Scotland has argued that the fundamental defect of the current devolution 
settlement is the Scottish Parliament’s lack of accountability and responsibility for the 
way in which it raises the money that it spends.  The vast bulk of the Scottish budget 
comes in the form of a block grant from Westminster which: 

a) provides no financial incentive to introduce policies which encourage economic 
growth and deliver value for money; and 
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b) denies the Scottish Government and Parliament the fiscal tools which they could 
use to increase economic growth and help sustain the economic recovery. 

The Scotland Bill recognises the shortcomings of the current financial arrangements 
and the benefits of greater financial accountability and responsibility.  It would give 
Holyrood control over a proportion of the income tax revenue raised in Scotland; Stamp 
Duty; Landfill Tax and new borrowing powers.  However, the Aggregates Levy and Air 
Passenger Duty, which the Calman Commission recommended should be devolved, 
have not been included amongst those taxes devolved at this stage.  In addition to the 
local taxation powers already devolved (Non-Domestic Rates and Council Tax), this 
would mean that just over a quarter of devolved spending would be funded by taxes 
decided and raised in Scotland (see Chart on previous page). 

Having identified the problem with lack of financial accountability, the Scotland Bill does 
not provide any solutions.  It is not reasonable to argue that increasing the proportion of 
the Scottish Budget that is raised from devolved taxes from 11% to 26% delivers 
financial accountability.   

However, even if the changes proposed by the Scotland Bill were to encourage 
politicians to increase the focus of political debate on improving economic performance, 
the Bill does not provide the tools that would allow it to introduce fiscal policies to 
improve the economy.  That would require a broader base of taxes to be devolved, 
including corporation tax and other business taxes.  It is interesting to note the strong 
lobbying from Northern Ireland (including from the CBI and the wider business 
community) to devolve corporation tax to the province so that policies to improve the 
competitiveness of the economy could be introduced. 

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? 

A. The principles of increasing the proportion of the Scottish Budget that come from 
devolved taxes is welcome.  However, the scale of the proposals is too modest to make 
much of a difference.  

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. Reform Scotland welcomes the increase in devolved taxes and, as Reform 
Scotland’s papers on Fiscal Powers have shown, there are many examples of income 
taxes being shared between central or federal and regional or state governments. 

However, due to the small number of taxes that are to be devolved by the Scotland Bill 
(all of the other taxes make very small contributions to overall tax receipts) the income 
tax proposal would make the Scottish Budget more reliant on income tax revenues than 
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the UK Budget.  Income taxes are volatile across the economic cycle and as a result of 
frequent changes in policy (the most recent example is the UK Government decision to 
increase income tax allowances). 

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. One of the weaknesses of the proposal framework is that the revenues associated 
with the Scottish rate of income tax will be based on tax receipt forecasts, which are 
notoriously unreliable.  Variation from the forecasts are then added or subtracted in 
future years.  During the recent downturn it is likely that the Treasury would have over-
estimated income tax receipts in advance of the recession, which would have meant 
that in the second year of the downturn, the Scottish Budget would have been 
disproportionately cut, just at the time that most developed countries were increasing 
spending to create a fiscal stimulus for recovery.  The Scottish Government would have 
had no option but to cut spending at a time where an increase would have been more 
appropriate. 

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. The devolution of these taxes is welcome. 

Reform Scotland particularly welcomes the power to create new devolved taxes.  This 
enabling power presents an opportunity to deliver the kind of change advocated by 
Reform Scotland.   

Q6. Do you have a view on the proposed new borrowing powers set out in the 
Scotland Bill? 

A. Reform Scotland welcomes the fact that the borrowing powers in the Scotland Bill go 
beyond those advocated by the Calman Commission.  

However, the proposed borrowing powers are modest in the context of the scale of tax 
receipts and the size of the Scottish Budget and would not be sufficient to allow for 
fiscal policy in Scotland to vary from the UK’s overall fiscal framework.  

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 main risk associated with the proposed system is the narrow tax base on which 
the Scottish Budget will become increasingly reliant.   
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It would be reasonable to expect the UK Government to provide additional analysis of 
the financial proposals and their implications for the Scottish Budget.  It should, for 
example, be possible to provide analysis of what the implications for the Scottish 
Budget would have been in each of the years since devolution had the system proposed 
by the Scotland Bill been implemented in 1999.   

Q8. How do the proposals fit with systems from other jurisdictions – particularly 
in relation to more federal or quasi-federal countries? 

A. The UK has one of the most centralised taxation systems in the world.  It is common 
practice for regional and local governments to have fiscal powers in most other 
developed countries.  Examples include Canada, the United States, Germany and 
Spain. 

The proposals of the Scotland Bill are more limited than those that exist in other 
countries in two main ways.  First, the proposed tax base is narrow and, secondly, 
regional governments in other countries tend to have power over the underlying law 
which allows more flexibility (for example, over allowances as well as tax rates). 

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. The role of the Scottish Crown Estate has potentially important financial implications.  
Although the scale of the revenues are not significant in the context of the scale of the 
overall Scottish Budget, the powers relating to the licensing of activities off the Scottish 
coast, including renewable energy generation, are important. 

Devolving responsibility for the Crown Estate would, therefore, give the Scottish 
Parliament more powers to facilitate and encourage the development of the offshore 
renewable energy sector, which has the potential to be a source of comparative 
advantage for Scotland and, therefore, a driver of future economic prosperity. 

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. Reform Scotland believes that the issue of the financial responsibility of the Scottish 
Parliament needs to be resolved as a priority.  Reform Scotland believes that the 
Scottish Parliament should be responsible for raising the money that it spends. 

The measures in the Scotland Bill do not provide the necessary level of financial 
accountability and responsibility to ensure that public money is spent effectively.  The 
finances of the Scottish Parliament would also rest too heavily on income tax and do not 
give the Scottish Government and Parliament control over a sufficiently wide range of 
taxes. 

There are a range of alternative options available, including fiscal devolution and fiscal 
autonomy.   
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The graph below shows the taxes raised by the different levels of government at the 
minute, under the Scotland Bill proposal, under Reform Scotland’s proposals for fiscal 
devolution and under fiscal autonomy.  The graph is based on statistics from the latest 
Government Expenditure and Revenue in Scotland (GERS) report, for 2008/09. 

The Options: Taxes Raised by UK, Scottish & Local Government (2008/09 GERS), 
£bn 

 
 
Reform Scotland has published two reports on this issue ‘Fiscal Powers’ in November 
2008 and an update in October 2009.  Our proposals go much further than those in The 
Scotland Bill and set out a workable scheme to enable the Scottish Government to raise 
the money it spends while remaining within the United Kingdom.  The details of our 
proposals are available on our website www.reformscotland.com and would give 
Westminster control over taxes which would enable it to raise its 40 per cent share 
(around £22 billion in 2008/09) of government spending in Scotland.  Likewise, Holyrood 
would have control over taxes which would raise the 60 per cent (around £33 billion in 
2008/09) of public spending in Scotland for which it is responsible and would also have 
borrowing powers. 

This would create a link in Scotland between economic performance and the revenues 
accruing to the Scottish Government and would change the whole nature of the debate 
in Scotland for the better.  Further, it would give the Scottish Government the fiscal tools 
to improve the growth rate of the Scottish economy. 

There has been much debate since the publication of the Scotland Bill and the debate 
stimulated and facilitated by the Campaign for Fiscal Responsibility about whether 

http://www.reformscotland.com/
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increased fiscal powers would improve Scotland’s economic performance.  While there 
are several academic studies that have looked at this issue, it is not possible to provide 
a definitive answer to that question based on the experience from other countries and 
regions.  This is because economic performance is based on the interaction between a 
large number of factors and so it is difficult to isolate one factor and attribute a country 
or region’s economic performance to that. 

However, as the research quoted by Professors Hughes-Hallett and Scott shows, there 
are many examples of successful regions with substantial devolved fiscal powers.  
Where regional governments have such powers, they tend to use them to the benefit of 
the economy of their region. 

Reform Scotland’s view is that fiscal powers do not, in themselves improve economic 
performance.  However, increasing the fiscal powers of the Scottish Parliament would: 

• provide the tools that could be used to improve economic performance; 

• deliver the financial accountability required to provide the incentive to do so. 

The Scotland Bill does not provide sufficient financial powers to give either the incentive 
to focus on economic performance nor does it provide the tools that are required. 

 
Reform Scotland is an independent, non-party think tank that aims to set out a 
better way to deliver increased economic prosperity and more effective public 
services based on the traditional Scottish principles of limited government, 
diversity and personal responsibility. 
 
January 2011 
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ANNEX B 

 
1. 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?  
 

2. 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? 
 

3. 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? 
 

4. 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? 
 

5. 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? 
 

6. Do you have a view on the proposed new borrowing powers set out in the 
Scotland Bill? 
 

7. 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? 
 

8. How do the proposals fit with systems from other jurisdictions – particularly in 
relation to more federal or quasi-federal countries? 
 

9. 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? 
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10. 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.)? 
 

11. 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?  
 

12. 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? 
 

13. 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? 
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