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FINANCE COMMITTEE CALL FOR EVIDENCE ON THE LAND AND BUILDINGS 
TRANSACTION TAX (SCOTLAND) BILL 

 
SUBMISSION FROM SCOTTISH BUILDING FEDERATION 

 

 

 

1. The Scottish Building Federation is pleased to have the opportunity to submit 
written evidence to the Finance Committee as part of its Stage 1 consideration of the 
Land and Buildings Transaction Tax (Scotland) Bill. 
 
About the Scottish Building Federation 
2. Founded in 1895, the Scottish Building Federation (SBF) is the lead voice of 
the construction industry in Scotland, an industry which contributes around £10 
billion (c.10%) annually to Scotland’s GDP and – directly and indirectly – provides 
employment for more than 200,000 Scottish workers. The overall aim of the 
organisation is to ensure that the important contribution of the Scottish construction 
industry to Scotland’s economy and society is recognised and valued, and that 
industry standards are raised. It does this by working with industry, government and 
the media. 
 
Overall policy objectives 
3. In introducing the Bill, we note the Scottish Government’s overarching 
objective to make “provision for a tax which should be as simple as possible to 
understand and pay and which will place the minimum administrative burden on the 
taxpayer or their agent and on the tax authority.” 
 
4. Parallel to this objective, we are concerned that the Bill must also contribute to 
the Scottish Government’s stated aim in relation to the taxation of commercial 
transactions under LBTT, namely “to encourage inward investment and maintain 
Scotland’s reputation as the most attractive part of the UK in which to do business.” 
 
5. In particular, we would point out the current fragile state of the Scottish 
construction industry and the need for any new policy measures to contribute 
actively towards a climate that positively encourages inward investment with a view 
to revitalising the industry as well as the wider economy. 
 
6. As a general principle, we believe the objective of creating a positive 
environment for attracting inward investment, particularly as this relates to 
commercial transactions, must be given equal weight to the overarching objective of 
the Bill as outlined above. 
 
Revised structure 
7. SBF agrees with the view expressed by the majority of respondents to the 
previous consultation that the replacement of the current “slab” structure with a 
“proportional, progressive structure” will help to address anomalies in the current 
system, which act as a significant brake on the housing market. In particular, we are 
confident that the revised approach will help to eliminate market distortions around 
existing stamp duty thresholds for the purchase of residential properties and thereby 
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facilitate the sale of properties valued marginally above those thresholds in 
particular. 
 
Proposed reliefs 
8. We note in particular the proposal not to include the new zero-carbon homes 
relief originally introduced under the SDLT system in October 2007. While we 
recognise concerns that this relief has failed to provide the necessary incentive to 
increase the demand for new zero-carbon homes, we are disappointed that the 
Scottish Government has not taken the opportunity to introduce alternative measures 
to stimulate the market transformation needed to drive improved energy efficiency in 
existing homes, as advocated by the Existing Homes Alliance, of which SBF is a 
member. 
 
9. In previous submissions, SBF has advocated the piloting through the public 
sector of a system whereby properties are periodically checked to ensure they are 
being safely maintained, comparable to the existing system of MOTs for cars. This 
must be viewed as the first step towards a system that would see buildings 
systematically checked for energy efficiency over time. In the same way that a car 
with a full service history will attract a premium on the second hand car market, the 
introduction of a comparable system for buildings would allow the introduction of 
energy efficiency measures to be formally recognised as adding value to a property 
by reducing day-to-day running costs. 
 
10. As advocated by earlier submissions from the Existing Homes Alliance and 
others, we would strongly support the view that the LBTT could be effectively used 
as one of a suite of instruments to deliver market transformation and stimulate 
demand for energy efficient homes. This could be achieved on the basis that homes 
with a poorer energy efficiency rating would incur a higher rate of LBTT whereas 
homes with a high energy efficiency rating would incur partial or total relief from the 
tax. At the same time, in order to be equitable, any such system will need to take 
account of the relative cost-effectiveness of improving the energy efficiency of 
individual properties. This will be important so as to avoid placing an undue burden 
on older buildings, the energy efficiency of which is by nature more difficult and 
costly to improve. 
 
11. We would welcome further discussion in this area with a view to developing a 
simple and fair mechanism for incentivising energy efficiency in the implementation 
of the Land and Buildings Transaction Tax, thereby driving demand for building 
repair and maintenance work and indirectly supporting the Scottish construction 
industry. 
 
Conclusion 
12. SBF is generally supportive of the aims of the Land and Buildings Transaction 
Tax (Scotland) Bill as published and believes the restructuring of this tax in particular 
offers important opportunities to eliminate market-distorting anomalies in the current 
system for taxing land and buildings transactions in Scotland. 
 
13. At the same time, with particular regard to commercial transactions, it will be 
important to ensure that the implementation of this legislation actively contributes 
towards the Scottish Government’s stated objective of encouraging inward 
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investment and maintaining Scotland’s reputation as the most attractive part of the 
UK in which to do business. We consider this policy objective to be particularly 
important in view of the associated benefits to the Scottish construction sector. 
 
14. We would also urge further consideration to be given to potential mechanisms 
which could enable LBTT to stimulate improved energy efficiency in Scotland’s built 
environment through a progressive system of higher tax rates for less energy 
efficient properties and partial and total relief from the tax for those properties that 
are highly energy efficient while bearing in mind the need to focus on encouraging 
energy efficiency improvements that are cost-effective. 
 


