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In October 1998, we published our Fifth Report on the funding of political parties in the United Kingdom (Cm 4057). We made one hundred detailed recommendations. Their purpose was to provide a fundamentally new framework in order to increase public confidence in the party funding system, to meet the needs of modern politics and to bring the United Kingdom into line with best practice in other mature democracies. In July, you published your response to that Report. It took the form of a White Paper and a draft Bill (Cm 4413). You have invited comments. 
We welcome the publication of the White Paper. We congratulate you on its clarity and conciseness. We appreciate the effort required to translate recommendations into legislative form and are impressed by your success in doing so. 
My colleagues and I are pleased that you have chosen to follow closely many of the Committee’s recommendations: in particular, in addition to implementing your manifesto commitments of placing a ban on foreign donations and requiring greater transparency in respect of donations of 5,000 and over, you have stated that you intend to set up an authoritative Electoral Commission and to place limits on national campaign expenditure. We are aware that there are points of departure between us: some are points of detail, others are more substantial. I would like now to turn to some of the more substantial issues. 
Tax relief 
During the Committee’s investigation into the funding of political parties we found widespread support for the view that political parties should be funded by a large number of small donations rather than by a small number of large donations. My colleagues and I remain of this view. We considered that a system which increased the value to political parties of smaller donations was likely to encourage the parties to make greater efforts to obtain them and thus broaden their support base. We are disappointed that you have decided against our proposals in relation to a tax relief system on the ground, amongst others, that it ‘would be expensive for the Inland Revenue and political parties to administer relative to the likely level of take-up’ (paragraph 6.3 of the White Paper). Bearing in mind that tax relief is given to thousands of charities, we thought it unlikely that the administrative costs would be prohibitive. 
In a recent Written Answer (HL (Hansard) 13 October 1999), Lord Bassam of Brighton, Parliamentary Under-Secretary of State, has stated that the administrative costs of a tax relief scheme have not been estimated. We invite you to make such an estimate, and we strongly urge you to reconsider our proposals on tax relief on political donations in the light of your conclusions as to the administrative cost of their implementation. 
Referendums 
We recognise that some of your recommendations in relation to the conduct of referendums differ from our proposals quite materially, the most significant being your decision to put a cap on referendum expenditure by political parties and other organisations. As a matter of principle we do not oppose the imposition of a cap on such expenditure. Our conclusion to the contrary was largely founded on practical considerations. However, we are concerned that the detail of your proposals could give rise to some difficulties. I will set these out briefly, for further consideration by your Government and by Parliament. 
You have proposed that, for a United Kingdom-wide referendum, there should be a limit of 5 million for each political party with two or more Members of the House of Commons, with a similar restriction on umbrella groups. If in a particular referendum most political parties were on the same side of the argument, there would be a risk that such an arrangement could work unfairly. We are also concerned that the proposed arrangement provides a disincentive to the formation of umbrella groups, and we question whether it is right that political parties, irrespective of the number of Members of the House of Commons they have, should be subject to the same 5 million cap. 
We welcome your proposals on the part which should be played by the government in referendum campaigns, and your recognition of the importance of ensuring that there is a period immediately prior to a referendum in which, as you say, ‘the government of the day ... stands aside and the campaigning is left to the political parties and other organisations’. 
Permissible sources of donations 
We are pleased that you have accepted the Committee’s proposal that where a party is found to have accepted a donation from other than a permissible source, it should be liable to forfeit that sum. We urge you to consider further our proposal that the Electoral Commission should be given the power to make an application to the court for a civil forfeiture order of up to ten times the amount in significant cases of evasion. We believe that such a penalty would act as a severe deterrent to those seeking to circumvent the rules. 
An issue which was drawn to our attention after the publication of the Fifth Report was that our proposals could be held to have the effect of preventing young people under the age of 18 from giving to political parties. Your proposals suffer the same flaw. It was never our intention to prohibit young people from joining political parties. We believe that young people, who because of their age cannot register to vote, should be able to give to political parties. We suggest they should be able to make a donation of up to 50, as an exception to the ‘permissible source’ rule, in the same way that political parties will be allowed to accept up to 50 from an anonymous donor. We invite you to add a provision to the Bill to cover this issue. 
Northern Ireland parties 
We are pleased that you have felt able to accept our recommendation in relation to an exemption from the reporting requirements in respect of donations made to political parties in Northern Ireland. One matter of concern arises, however. The protection afforded by clause 63 of the draft Bill is to be made available only to those political parties which have succeeded in winning seats either in the Northern Ireland Assembly or in the Westminster Parliament (for Northern Ireland constituencies). We are concerned for two reasons. First, your proposal implies that a political party which, for example, achieves only one seat in an election and loses it in the next will, in losing that seat, lose the clause 63 protection. We believe it to be unsatisfactory that the protection should, in these circumstances, vary in this way. Second, we believe that as regards those parties which have (so far) unsuccessfully fielded candidates at elections, their exclusion from clause 63 would place them at an unfair disadvantage. 
Reporting requirements 
You invite (at paragraph 3.39 of the White Paper) views on whether, in cases where a donation is made to an individual party member or group (rather than to a political party), the Electoral Commission should receive individual reports from the individual recipients or whether responsibility should be laid upon party organisations. You raise this matter particularly because of the anticipated effect of your proposals to introduce directly elected mayors in London and elsewhere. My colleagues and I remain of the view that ‘where donations are made to a candidate or an election agent or to an MP, the obligation to notify the Electoral Commission would fall on that individual’ (paragraph 4.55 of the Fifth Report). 
I hope that you will find these comments of some assistance. In accordance with the Committee’s normal practice we will make public this response. 
Lord Neill of Bladen QC 

