	Indexation
	Taxpayer Fairness
	Disadvantages (or sometimes not)

	A. Tax Revenue
	Cm 8990 mechanism is automatic.
	Exposes Scotland to full risk of economic underperformance (on tax richness and size of tax base).
Neutrality almost certainly unachievable given limited economic powers.
Penalties very severe.
Scotland loses control of income tax rate when Westminster changes income tax to fund reserved services.

	B. Tax base
	“Manual” Cm 8990.
	Exposes Scotland to risk of economic underperformance (on size of tax base).
Neutrality difficult given limited economic powers.

Penalties very severe.

Scotland loses control of income tax rate when Westminster changes income tax to fund reserved services.

	C. Fixed (low) real percentage increment
	“Manual” Cm 8990.
	Need for regular review: (not necessarily a problem.)
Moral hazard: (but not if ground rules agreed in advance.)

Pro-cyclical: (but not if UK crisis triggers automatic review).
Scotland loses control of income tax rate when Westminster changes income tax to fund reserved services.

	D. Fixed (low) real percentage increment
	“Manual” Cm 8990,
plus Westminster decisions on income tax restricted to “devolved” services.
	Need for regular review: (not necessarily a problem.)

Moral hazard: (but not if ground rules agreed in advance.)

Pro-cyclical: (but not if UK crisis triggers automatic review).

Implies major constitutional change: (quasi-federalism.)
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