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RESPONSE FROM THE COMMITTEE ON STANDARDS IN PUBLIC LIFE TO THE CONSULTATION ON THE DRAFT CROSS PARTY DEMOCRATIC POLITICAL ACTIVITY (FUNDING & EXPENDITURE) BILL APRIL 2013

1. The Committee on Standards in Public Life (“the Committee”) is pleased to have the opportunity to comment on the consultation on the draft cross party Democratic Political Activity (Funding & Expenditure) Bill.

2. The Committee welcomes the cross party initiative to reach an agreement on a legislative framework for reform of political funding. We recognise that this draft Bill is a serious attempt to tackle the issues of concern we raised in the report of our inquiry into political party finance. 

3. The arrangements for the funding of political parties are one of the most important outstanding ethical standards issues. The UK, unlike most other democracies, currently places no limit on the amount any UK national on the UK electoral register can give to any party in any year, provided donations above £7500 are made public on the Electoral Commission register. As party memberships have declined, the three main political parties have become dependent on a small number of wealthy individuals or organisations including, in the case of the Labour Party, the trade unions. This financial dependency has given rise to public suspicions about the motivations of donors and the likelihood of favours being granted in return for donations. 

4. The main recommendations in our Thirteenth Report
 of our inquiry into political party finance were: 

· the introduction of a cap of £10 000 a year on individual donations; 

· changes to the arrangements for trade union affiliation fees paid to the Labour

Party; 

· a reduction in the maximum permitted expenditure on election campaigns and an increase in support from public funds; and  

· that these significant changes should not be introduced until after the next Westminster election, due in 2015, to give the parties and regulators time to adjust. 

5. In making the proposals to reform the arrangements for party funding, the Committee set out the underlying principles on which we believed the regulatory regime should be based. We think it is helpful to reiterate these here:

	Integrity
	Holders of public office should not place themselves under any financial or other obligation to outside individuals or organisations that might influence them in the performance of their official duties.

	Accountability 
	Political parties and candidates should be held to account for the money that they raise and spend. They should be scrupulous as to the propriety of funding sources.

	Sustainability
	It is fundamental to our democracy that political parties are financially viable to enable them to function, either in government or in opposition, and to present policy alternatives to the electorate at elections.

	Fairness
	The system should be fair to all parties, as far as possible should have regard to their different histories and structures and should not unduly discriminate against particular candidates or parties.

	Proportionate
	The rules should be proportionate to the harm they are seeking to address. They should be easy to understand and apply without imposing unnecessary bureaucracy on those involved.

	Enforceable
	The rules should be unambiguous with clear and effective sanctions for any breaches.


6. The Committee notes that the proposals in the draft Bill, for the phasing in of the donations cap and the identification of savings within the existing envelope of public spending to finance the proposals with a cap on the total public spend on political parties, are measures the consultation document indicates are a response to address two criticisms of the Committee’s report. 
7. The Committee welcomes these proposals in principle, but makes the following observations:

a) The proposals set out in the Thirteenth Report were regarded by the Committee as a package.  The Committee made clear that any move to implement some parts, whilst rejecting others would, in the Committee’s view, upset the overall balance the recommendations sought to achieve. 
b) Whilst the Committee’s expectation was that the financial impact of the complete package of proposals was likely to be even handed between the largest two political parties, the illustrations of the possible impact of the various levels of donation cap and different methods of public funding included in the Thirteenth Report were based on historical information only. They showed what the impact of a donation cap or additional public funding might have been, had they operated over the period 2001-2010. The illustrations made no assumptions about how the parties might adapt to any of the recommendations contained in the Report. There were a number of important limitations and caveats with the illustrations of the complete package of recommendations,
 which need to be borne in mind when considering the data extracted and referred to as the estimated effects of the donation cap on the parties at page 23 of the draft Bill consultation document. 
c) The Committee acknowledged there was a need to introduce the arrangements so as to allow the parties to adjust to the new circumstances, and for that reason recommended in 2011 that the new arrangements should not be introduced until the start of the next Parliament in 2015.
d) The increase in the public subsidy proposed by the Committee was equivalent to about 50p an elector, if there are other ways that the proposals can be financed by way of public spending savings, then this is to be supported.  
e) For these reasons the Committee would want to be reassured that the proposals outlined in paragraph 6 are sustainable over time.
8. The risk presented of third parties being used to avoid the cap on donations was considered by the Committee  and recognised in our report, which recommended a review by the Electoral Commission of the definition of third parties and the registration and reporting requirements for third parties and other organisations engaged in wider political activities. The Committee notes that this risk remains and, as such, it might be appropriate to take proportionate action, guarding against unnecessary bureaucracy to address this issue. 
9. The Committee is also alert to the implications of reform for smaller parties, which may have low levels of membership and elected representation and little income. To encourage plurality the Committee recommended exempting the smaller parties from the donation cap until they win sufficient representation to qualify for state funding. Similarly we note the parties covered by the controls on donations and expenditure and party funding in the Bill encompasses only those with two or more members in the House of Commons, a devolved legislature or the European Parliament.  
10.  Despite all three main political parties making a manifesto commitment to take the big money out of party funding and funding reform also being part of the Coalition Agreement, we have been disappointed at the lack of significant progress in dealing with the problems we identified. This is an issue which by its very nature requires the support of all parties and needs to look beyond party political advantage.  Real progress will, in our view, require a concerted effort from all the main parties to put aside self interest,  resist the inclination to cherry pick proposals that benefit only them, and have the political courage to arrive at a solution that has cross party agreement and will restore public confidence in the integrity of the funding system. 
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� For further information see “The Limitations of illustrating our package of recommendations” document which can be accessed at:


http://www.public-standards.gov.uk/our-work/inquiries/political-party-finance/






