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SUBMISSION FROM THE SCOTTISH PROPERTY FEDERATION 

 

1. The Scottish Property Federation (SPF) is pleased to submit brief comments to 

the Committee’s call for comments on the UK Scotland Bill (and the Scottish 

Government’s related Legislative Consent Memoranda).   We are happy for our 

comments to be made public by the Committee. 

 

The Scottish Property Federation 

 

2. Business property is an important factor of production. Without factories, 

offices, shops and leisure facilities the productive activities of business 

would not be possible. Inevitably, because business property is such an 

important factor of production its performance is closely linked to the overall 

performance of the nation’s economy. Anything that has implications for the 

economy, including the regulatory or tax environment, will have implications for 

commercial property. In different ways this is true of both the property occupier 

(rental) and property investment markets. 

 

3. The SPF is therefore a representative body for the Scottish commercial property 

industry and speaks for over 115 corporate members.  Included within our 

membership are commercial property developers, landlords, property managers, 

fund managers and long term investors in both commercial and residential 

property.  We are an integral part of the UK-wide British Property Federation 

which represents most of the UK and Scotland’s largest property investors, 

developers and professional property industry advisers and property consultants. 

 

The property industry in Scotland 

 

4. Commercial property values in Scotland are estimated to have fallen by over 40% 

since their peak in mid-2007. In this context it is needless to say that the 

contribution of our industry to economic performance in Scotland is much 

reduced from its 2006-07 levels.  The value of commercial property sales is down 

from a level of £6.2bn per year in 2006-07 to just £2.3bn in 2009-101.  Our own 

monitoring of major planning applications, which also picks up residential 

developments, is down to some 47-50 applications per quarter for the whole of 

Scotland.   

 

5. Official figures from ONS portray a continuing decline in the value of new 

construction orders achieved in Scotland by the commercial property sector in the 

period January to December from 2008 to 2009.  In 2008 the sector accounted 

for just over £1bn of new construction orders while by end 2009 this had fallen to 

£626mn per year.   
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6. As a strictly non-partisan body with a mandate for a specific interest, we will 

confine our views to the Scotland Bill measures, specifically those areas relating 

to Stamp Duty Land Tax, borrowing powers, amendments to the legislative 

process of the Scottish Parliament and the reservation of certain powers to 

Westminster (insolvency provisions). 

 

Stamp Duty Land Tax 

 

7. In Scotland a particular problem for the property industry has been the interplay 

between Scottish-based property land law and the administration of SDLT.  Given 

that property and land law is almost wholly devolved territory, the addition of 

SDLT powers to Holyrood may be said to have a certain appeal.  MSPs will be 

able to tailor the property and land transaction tax to meet certain policy 

requirements and in theory the Scottish Parliament should be able to establish a 

more straightforward administration of the tax in Scotland, as opposed to HMRC 

considering SDLT administrative policy principles for the wider UK and then 

having to work out how this will apply in the Scottish legal context.   

 

8. The SPF would add a note of caution however.  The commercial market in 

particular operates in a competitive market where major investors transact assets 

not just across the UK but globally.  If we get our business taxes wrong then we 

may deter potential investment and economic activity.  We consider this and 

other issues in greater detail below. 

 

Competitiveness 

 

9. Unlike the domestic housing market perhaps, the commercial property industry 

operates in an environment where investors can easily choose where to invest 

their property funds.  This is particularly difficult for Scotland with one of the most 

highly prized property markets in the world existing in London, where the vast 

majority of property investment in the UK takes place.  It is vital therefore that the 

Scottish Parliament understands this point and applies its SDLT powers 

responsibly.  Potential increases in revenue will amount to nought if investors 

simply use their funds elsewhere.  Indeed given the difference in the recent 

performance of the Scottish and UK property markets it will be important, 

arguably, to redress this gap through a competitive SDLT policy.   

 

10. We do not underestimate the challenges facing the Scottish Government with a 

limited arena of taxes, but this deepens our concerns that a future Scottish 

Government could seek to raise tax revenues through enhanced property 

taxation, citing the constraints imposed on other methods of revenue.  Until the 

recent budget proposals for a large retailer business rates levy we believe 
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Scotland had pursued a competitive agenda in relation to business rates.  

However, the hike in rates of up to 35% for large retail stores whether in-town or 

out of centre has shaken confidence in the competitiveness of Scotland, not only 

for the size of the tax increase but also its unpredictability and we are already 

seeing potential consequences for the Scottish economy in terms of potential 

investment and jobs from the major retailers. 

 

The SDLT Baseline 

 

11. The first crucial issue relating to the potential transfer of SDLT to Holyrood is to 

establish its revenue baseline.  This will equate to the amount to be withdrawn 

from the Scottish Government’s current budget and therefore it is important to 

establish a realistic expectation of revenue that might be expected to be raised 

from SDLT in Scotland.  If this baseline is too high then the consequence will be 

a budgetary shortfall for the Scottish Government.  The revenue attributable is of 

course closely linked to the performance of the markets and the property industry 

has clearly been one of the hardest hit sectors of the economy.  Indeed it is 

possibly a case of ‘first in’ and last out for the sector.  The latest UK Government 

figures of which we are aware identifies that £250mn is raised by SDLT in 

Scotland (we are not certain that this includes leases duty but we will assume 

that it does and in any case, lease duty applicable to Scotland will be a very low 

total).   

 

12. The Scottish SDLT yield is on a declining trend and may well be expected to fall 

some way further in the next few years given the continued weakness of the 

property and finance markets.  It will be very much in Scotland’s interests to 

ensure that we do not get stuck with an unfeasibly high baseline SDLT yield that 

will result in a high withdrawal of UK budget allocation to Holyrood. 

 

13. The yield of SDLT is clearly lower than a number of years ago – but those times 

are past and we do not expect the market to return to such levels of activity within 

the foreseeable future.  It will be crucial that officials and political decision-makers 

understand that the current levels of market activity and consequent SDLT 

revenues are likely to be far closer to the ‘norm’ that has perhaps been assumed.  

It will be important therefore for Scottish Ministers to recognise that Scottish 

SDLT is likely to be a relatively small revenue basket. 

 

SDLT anomalies 

 

14. The current SDLT system incorporates a number of anomalies, distortions and in 

our view unfair approaches (such as incorporating VAT into the consideration 

before levying SDLT for commercial property transactions).  Perhaps the most 

obvious distortion concerns the leap from 1% SDLT at £250,000 to 3% SDLT at 
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£250,001.  For this single pound a property purchaser receives an increase in 

SDLT liability of £5,000.  The current SDLT system is also unusual in applying 

the rate to the whole of the consideration rather than being designed more 

‘progressively’ (i.e. only charging at different rates for that amount which exceeds 

certain rate thresholds as with Income tax, Capital Gains Tax or Inheritance Tax). 

 

15. Cleary the Scotland Bill could allow the Scottish Parliament to reconsider these 

policies and perhaps improve the structure of SDLT to remove such distortions.  

This might support greater economic activity in the property markets, including 

the residential property market.    

 

Additional borrowing powers for Holyrood 

 

16. We welcome the proposals for wider borrowing powers for the Scottish 

Parliament.  In the current fiscal climate private finance is unlikely to re-emerge 

for property related development and investment, especially for regeneration 

projects.  The public sector has now begun to see cutbacks and these are a 

concern for the property industry too, but the UK commercial property industry 

faces finance issues that arguably outweigh those of the public sector.  By 2012 

some £160bn of commercial property loans are due to mature, although we 

would expect many of these loans to be extended.2  Private investment will be 

difficult to obtain therefore for development and investment. 

 

17. It will be vital for the new borrowing powers to be used wisely, for the purposes of 

economic investment that will produce real returns to the Scottish economy.  It is 

probably true that the Scottish Parliament will reap perhaps only indirect or 

limited revenue returns for this borrowing (perhaps some additional income tax, 

SDLT and business rates or council tax), but the powers will nonetheless 

hopefully be used to boost the Scottish economy.    

 

Re-reserving of certain powers, including insolvency 

 

18. Our main concern with this initiative will be to ensure that we avoid complications 

arising between the reservation of insolvency powers and existing Scottish legal 

nuances.  We have no particular interest in where insolvency powers are located, 

but we would ask for consistency and clarity.  Therefore we urge policy-makers to 

ensure there are no new anomalies that emerge from the re-reservation of 

insolvency powers. 

 

 

 

 

                                                
2
 Extrapolated from annual de Montfort University property lending report (2010) 
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Changes to the legislative powers of the Scotland Bill 

 

19. We will not make major commentary in these areas but we do feel that some 

amendment to the legislative processes of the Scottish Parliament could bring 

some further benefits to the process of law-making.  For example, the raft of last 

minute amendments to the 2009 Climate Change Act included some measures 

that are proving to be very difficult to implement in practice.  Possibly a period for 

reflection to consider amendments voted into Acts of Parliament at Stage 3 of the 

process would benefit better law-making. 

 

Conclusion 

 

20. In summary in relation to the property industry in Scotland the UK Scotland Bill 

transfers significant powers to Holyrood.  SDLT liabilities are a key part of 

property transactions and can infer significant costs for property purchasers and 

tenants.  The current regime of SDLT administration is also highly complex and 

involves significant compliance costs and the experience of members in Scotland 

is that the interplay between the UK SDLT regime and Scottish property and land 

law has not always worked efficiently. 

 

21. The enhanced ability of Holyrood to borrow and control a key property tax (SDLT) 

will offer improved potential for longer term infrastructure investment.  It will be 

vital to ensure that if these enhanced borrowing powers are utilised, then they are 

applied with a view to securing significant economic returns for the wider Scottish 

economy. 

 

22. The Scotland Bill imposes a delicate balance of new tax powers and 

responsibilities for Holyrood.  Clearly the Bill envisages a more intricate fiscal 

relationship with the UK Government that brings both risk and reward for the 

Scottish Government.  We urge the Scottish Parliament to ensure that when 

these powers are implemented they are used wisely with a view to ensuring 

Scotland is perceived to be open to economic investment and business growth.  

Without employment growth and in the face of continuing squeezes on private 

and public finances, the long term prospects for Scottish Government revenue 

Holyrood must use any enhanced powers to drive the economy if aspirations for 

sustainable economic growth are to be achieved.   

 

23. The SPF would be pleased to explain our comments in greater detail at the 

Committee’s convenience. 

 

January 2011 


