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Council for Economic Renewal

Constitutional change, devolution and fiscal policy

1) Fiscal policy

Wales Act 2014

1. The Wales Act 2014, which gained Royal Assent in December, has introduced 
primary legislation to address several of the key recommendations in the 2012 report 
by the Commission on Devolution in Wales ('Silk Commission') on financial reform.  
In particular, the Act provides for:

• powers to introduce Welsh taxes that would replace UK stamp duty land tax and 
UK landfill tax;

• borrowing powers for capital investment of up to £500 million in total;

• borrowing powers (also of £500 million) to manage short term budgetary 
fluctuations arising from tax devolution;

• powers to create new devolved taxes on a case by case basis;

• partial devolution of income tax, if supported by the people of Wales in a 
referendum.

Non-domestic rates

2. One important recommendation by the Silk Commission that has not required primary 
legislation is the 'full devolution' of non-domestic rates, which is being taken forward 
separately in talks between the two Governments.

Timing of new tax and borrowing powers

3. Target dates for the devolution of tax and borrowing powers were provided in the 
Command Paper published alongside the Wales Bill in March 2014.  These include:

• full devolution of non-domestic rates - April 2015;

• 'switching off' UK stamp duty land tax and UK landfill tax to allow the Assembly 
to introduce replacement Welsh taxes - April 2018;

• borrowing powers for capital investment and to manage short term budgetary 
fluctuations - April 2018;

• in advance of April 2018, early access to borrowing to enable the Welsh 
Government to fund an enhancement of the M4 in south-east Wales.

Welsh Government's tax principles

4. The Minister for Finance has identified four key principles to underlie the Welsh
Government’s future approach to tax policy. The approach will:

• be fair to businesses or individuals who pay taxes;
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• be simple with clear rules which seek to minimise compliance and 
administration costs;

• support growth and jobs, which will in turn help tackle poverty; and

• provide stability and certainty to tax payers, with changes subject to proper 
consultation with stakeholders.

Consultations on devolved taxes

5. The Welsh Government is consulting on the development of its tax policy, including 
three White papers covering:

• 'Collection and management of devolved taxes in Wales' (launched 23 
September 2014, closed 15 December 2014);

• the options for a Welsh tax to replace UK stamp duty land tax (due to be 
launched in spring 2015); and

• the options for a Welsh tax to replace UK landfill tax (due to be launched in 
spring 2015).

Cross-Party agreement on future devolution

6. In October 2014, the four parties in the Assembly unanimously supported a motion 
setting out the priorities for future devolution to Wales.  The fiscal measures included 
in the motion were:

• bilateral talks with the UK Government with the goal of securing rapid 
implementation of a funding floor to address current and future underfunding;

• devolution of air passenger duty for direct long-haul flights;

• a review of the level of borrowing afforded to Wales;

• devolution of bond-issuing powers;

• if corporation tax is devolved to Northern Ireland and Scotland, the same 
powers should be given to Wales.

St. David's Day process

7. In November 2014, the Secretary of State for Wales announced that he was seeking 
cross-Party consensus on a stable long-term devolution settlement for Wales.  He 
aimed to achieve this through talks with the four political Parties represented in the 
National Assembly, and also through engagement with Welsh businesses and civic 
society. There would be four workstreams, one of which would examine how Wales 
is funded.

8. The outcome of the cross-Party talks are due to be announced in a set of 
commitments by St. David's day 2015, and the commitments would then be taken 
forward by whichever Party (or Parties) forms the UK Government following the 2015 
General Election.
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2) Constitutional policy

Welsh Constitutional Change

9. The United Kingdom is going through a period of significant constitutional change. 
While the referendum on Scottish independence has accelerated this, a review of the 
Welsh devolution settlement began in 2011 with the establishment of the 
Commission on Devolution in Wales (the Silk Commission). Established by the UK 
Government as part of the coalition agreement, the Silk Commission undertook its 
work in two parts; considering first fiscal matters and secondly constitutional matters 
and the legislative remit of the National Assembly.

Silk Commission Part II

10. The second Silk report Empowerment and Responsibility: Legislative Powers to 
Strengthen Wales was published in March 2014. It made 61 recommendations 
across thirteen areas. The main recommendations on extending the powers of the 
National Assembly were:

a. the devolution of policing, community safety and youth justice;

b. the devolution of energy consenting powers on projects up to 350MW, and 
related proposals;

c. in relation to water, re-drawing the legislative border to reflect the geographic 
border, and powers over sewerage;

d. transport: powers over ports, speed limits, drink/drive limits and taxi and bus 
regulation;

e. powers in relation to the Assembly’s own elections and working arrangements.

11. The Commission also set out proposals for consideration of the devolution of the 
wider justice system. They recommended a staged review of the devolution of 
policing and probation by 2018 and a review of the devolution of the wider justice 
system, including the courts, by 2025. The Commission recommended a change in 
the model of devolution to the reserved powers model in order to strengthen 
accountability, reduce uncertainty and reduce the scope for disagreement between 
governments.

12. Since the Commission reported, the Supreme Court has handed down its judgement 
on the Agricultural Sector (Wales) Bill which found in favour of the Welsh 
Government and provided further clarity on interpreting the competence of the 
National Assembly. This judgement has provided guidance for better interpretation 
of the current settlement, but the Reserved powers model remains the best way to 
express the principle that decisions affecting Wales should be made in Wales unless 
there are compelling reasons for reservation to Westminster.

13. The recommendations made by the Silk Commission were evidence based and 
designed to secure consensus. They provide a strong basis for the evolutionary 
reform of the Welsh devolution settlement, building on the growing policy and 
legislative capability that has developed since 2011 when the Assembly first acquired 
primary law-making powers.
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14. The Welsh Government set out its support for the recommendations in its July 2014 
document Devolution, Democracy and Delivery: Powers to Achieve our Aspirations 
for Wales. This document set out a suggested timetable including a new Wales Bill 
restructuring and broadening the devolution settlement to be implemented in time for 
the new Assembly elected in 2021. The Welsh Government also identified areas 
where they wanted to go further than the Silk recommendations for example in 
relation to energy, and alcohol licensing.

St David’s Day Process

15. In addition to the workstream looking at how Wales is funded, the St David’s Day 
process includes workstreams on the proposals set out in the second Silk report, the 
development of the reserved powers model and consideration of the Smith 
Commission recommendations for future devolution in Scotland and whether they 
warrant further consideration for devolution to Wales.


