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SNP conference: main policy announcements

An independence referendum: trigger for an SNP call for a new referendum: winning a majority of
Scottish seats in the next General Election.
SNP pledges on tax and spending
a) Freeze on 2024-25 council tax: Fraser of Allander estimates that, despite SNP pledge to
make up the difference, the freeze will result in an annual revenue of shortfall of over
£300m. They also note that the freeze will differentially benefit the better off: top 10
percent of taxpayers will benefit by £74 and bottom by £24.
b) £100m to reduce NHS waiting lists: FoA says unclear if this is new money or a reallocation.
c) Issuing of Scottish Bonds: FoA notes this is within the powers as delegated in 2012 and
underwritten by UK. It comes within the existing permitted borrowing envelope and will not
add to existing fund-raising powers.

Fraser of Allander Economic Commentary issued 25 October notes that the ‘high inflation
and interest rate environment’ likely to persist and that risks are to the ‘downside’. Business is
delaying or cancelling investment focussed on reducing leverage ahead of the UK budget statement
on 22 November.

Disappearing Devolution? by Vince Mills
By summer there was some concern that Gordon Brown’s report of the Commission on the UK’s Future, had
disappeared without trace in Labour’s thinking. However, it emerged again completely intact as part of the
National Policy Forum (NPF) report adopted at Labour’s conference in October.
Key pledges included a commitment to abolishing the House of Lords. In its place, a second chamber was
promised that would be reflective of the regions and nations with elected representatives rather than political
appointees. Doubling down on its importance for devolution, among other powers, the new chamber would
have a role in protecting the constitution and devolution settlement.

However, in the run up to conference the Observer newspaper ran a story suggesting Starmer would retreat
from abolishing the House of Lords in favour of much less radical reforms, thereby removing the constitutional
guarantee Brown had sought to introduce to stop the dilution of powers the Tories have been successfully
effecting through legislation like the Internal Market Act.

Anas Sarwar speaking at an Institute for Government event in London in late October maintained that Labour
would introduce abolition of the House of Lords as a first term commitment, without addressing the
increasing levels of scepticism around the pledge.

On other devolved matters in his contribution to the event in London, Sarwar repeated the commitment in
the NPF document that the Scottish Parliament and government would have greater powers to promote
Scotland across the world and be able to enter into agreements with international bodies, as long as they
relate to devolved matters only. And in line with the NPF document he promised that Labour would ensure
that elected MSPs were granted the same privileges and protections as MPs — for example protection from
libel suits when naming someone in the parliament for wrongdoing.

Sarwar did not mention although the NPF did, that Labour will ensure the Sewel Convention is strengthened
and properly respected by UK Governments, but he did specify that there would be a legal obligation on the
UK Government and the devolved authorities to cooperate. He also said that he thought that the Scottish



Parliament should have more borrowing powers and economic powers consistent with the economic
framework set out by a UK Labour government. No details were offered.

He made no mention whatsoever of Employment Law and though he cited the success of Jack
McConnell’s Fresh Talent Initiative, it was very much as an example of what could be achieved in the field of
immigration without additional powers. In the event of a Labour Government, then, there is still a lack of
clarity on the level and scope of constitutional change being offered."

The EVU’s economic crisis: lagging growth and productivity,
and a collapse in the proportionality of state aid provision

Ursula von de Leyen, in her state of the union address to the EU parliament, announced the creation of two
commissions that will report in March 2024. One is headed by Mario Draghi and will examine EU
competitiveness; the other headed by former Italian PM Enrico Latta will report on the EU internal market.
Both will focus on the Euro bloc’s economic stagnation and the degree to which Germany and France have
used the waiver of state aid rules during Covid to provide massively disproportionate amounts of state aid to
their own industries — creating major fractures politically.

Between them the two Commissions are meant to address

a) the relative collapse in productivity. In 2005 EU was at $100 per employee hour as against $130 in the
US; in 2022 it was $110 against $160 in the US. In 2009 EU per cap income was 90 percent of the
US; by 2023 only 58 percent.

b) The serious and growing unevenness in development across the EU: per cap GDP ranges from
Germany $68.5 per hour and $65.2 in France to $54.2 in Italy, 53.1 in Spain, $43 in Portugal, Greece
$33 and even less in Balkan member states.

c) The extreme disparity in levels of State Aid to industry during the period in which normal state aid
regulations were suspended by the EU Commission (this suspension ends | Jan 2024). Germany
spent 53 percent of total aid across the EU, France 24 percent, Italy 6.5 percent and Denmark 3.5
percent.

These massive inequalities inside the EU are further reflected in lagging R&D expenditure overall and extreme
unevenness inside the EU. In 2022 industrial R&D expenditure increased by 8.9 percent in the EU against | 1.5
percent in the US and 24.9 percent for China. Within the EU R&D expenditure ranged in 2020 (latest World
Bank figures) from 0.8 percent GDP in Bulgaria and 1.5 percent in Greece to 2.3 percent in France and 3.1
percent in Germany.

(Statistics from Financial Times 5 November; Industrial R&D investment from Eurostat; World Bank.

EU statistics Q3 2023: economy stalled; inflation continues

Inflation growth unemployment Household
gross fixed
cap formation
Q2

EU 4.9 0.1 6.0 -1.7
Germany 43 -0.1 3.0 --0.7
Czech 8.3 -0.3 2.5 -
Ireland 5.0 -1.8 4.1 -9.9
France 5.7 0.1 7.3 -1.7
Italy 5.6 -0.0 74 -2.7
Spain 33 0.3 12.0 25

Big Business Pressure for EU to

progress towards fully federal structures
The dominant figure in Swedish industry and banking Jacob Wallenberg issued a statement at the end of
October on behalf of the EU Roundtable for Industry calling for urgent progress towards EU economic
and financial integration, for a banking union, a capital markets union, an integration of the EU Single
Market and better incentives tio invest. He instanced the low level of EU R&D at 2.2 percent GDP as
against China at 2.4 and US at 3.4. Such integration would tend to give even greater power to those EU
states with major concentrations of capital.



