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Submission from the Chartered Institute of Taxation 
Pre-budget scrutiny 2021-22 

 

 The Chartered Institute of Taxation (CIOT) welcomes the opportunity to 
respond to the call for views published by the Finance and Constitution 
Committee of the Scottish Parliament as part of its pre-budget 2021-22 scrutiny. 
We would be pleased to provide further detail if required. 

 CIOT would like to thank the cohort of civil servants, such as Revenue Scotland, 
Social Security Scotland, local government, Scottish Government and Scottish 
Parliament staff, working behind the scenes to deal with the coronavirus 
(COVID-19) pandemic. 

 As an educational charity, our primary purpose is to promote education in 
taxation. One of the key aims of the CIOT is to work for a better, more efficient, 
tax system for all affected by it – taxpayers, their advisers and the authorities. 
Our comments and recommendations on tax issues are made solely in order to 
achieve this aim; we are a non-party-political organisation. 

 Our stated objectives for the tax system include: 

• A legislative process which translates policy intentions into statute 
accurately and effectively, without unintended consequences. 

• Greater simplicity and clarity, so people can understand how much tax 
they should be paying and why.  

• Greater certainty, so businesses and individuals can plan ahead with 
confidence. 

• A fair balance between the powers of tax collectors and the rights of 
taxpayers (both represented and unrepresented).  

• Responsive and competent tax administration, with a minimum of 
bureaucracy. 

 The COVID-19 pandemic has required all of us to change how we live and work. 
As Scotland looks ahead to the budget for 2021-22, it is a valuable exercise to 
consider the wider effects of the pandemic. Although we hope that the 
pandemic will be controlled by 2021, there is a risk of further waves to come. 
Noting that over the past few years there have been a number of other virus 
outbreaks, there is no doubt also a risk that there may be others in the future.1 
Moreover, Scotland also faces other significant challenges in 2021, such as the 
end of the transitional period following Brexit and the climate change 
emergency. Our response focuses on how to ensure Scotland is able to make 
best use of its tax powers going forward in light of these challenges, and thereby 
assist its other policy-making areas. 

 
 

                                                           
1 For example, SARS in 2003 and H1N1 in 2009. 
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 The Scottish Government has, over the past year or so, been exploring possible 
changes to the tax policy-making process, alternative legislative processes for 
tax and how to raise public awareness about tax in Scotland. In our view the 
pandemic has highlighted the importance of expediting these pieces of work. 
Doing so should help to ensure that Scotland continues to have a tax system, 
policy framework and process for making tax policy and legislation that has 
integrity, credibility and is fit for purpose. It should also mean that Scotland is 
positioned as well as it can be, in the aftermath of the COVID-19 pandemic, in 
terms of making best use of its devolved tax powers. All three strands of work 
will complement each other in ensuring transparency and Ministerial 
accountability. 

 The biggest potential for raising revenue is arguably offered by Scottish income 
tax powers, although these powers in themselves are limited. If changes are 
made to Scottish income tax, it is imperative that consideration is given to 
interactions with the reserved aspects of income tax. 

 Council tax is a possible policy area for consideration, although any reform 
would undoubtedly require significant consultation and preparation. 

 

 The Scottish Government began a review of the tax policy-making process in 
Scotland in 2019; this included a consultation, ‘Devolved taxes: a policy 
framework’, which was published in March 2019.2 LITRG and the CIOT 
submitted a joint response to this in June 2019.3 This consultation focused on 
the approach to planning, managing and implementing fully devolved tax policy 
in Scotland. As we noted in our submission, we thought the overall proposed 
policy and legislative cycle looked appropriate. We believed it would help to 
deliver a fair, simple and certain tax system. It would also help to avoid 
unintended consequences for all stakeholders, including taxpayers and the 
Scottish Government. While we welcomed the proposed regular and structured 
cycle, we also noted the need for enough flexibility to deal with urgent issues 
outside the parameters of the normal cycle. Implementing the policy and 
legislative processes that were consulted upon in 2019 should also help to 
ensure meaningful and constructive stakeholder engagement. 

 The CIOT has also been involved in the work of the Devolved Taxes Legislation 
Working Group (DTLWG), which was set up by the Scottish Government 
together with the Scottish Parliament in March 2019. The DTLWG brings 
together stakeholders, including the CIOT, with an interest in the development 
of tax legislation.4 The DTLWG was set up with the aim of taking forward 
recommendations made by the Budget Process Review Group in its June 2017 
report.5 In particular, the DTLWG has explored options for alternative legislative 

                                                           
2 https://consult.gov.scot/financial-strategy/devolved-taxes-policy-framework/ 
3 https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-policy-framework-ciot-and-litrg-
response 
4 https://www.gov.scot/groups/devolved-taxes-legislation-working-group/ 
5 https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100930.aspx 

https://consult.gov.scot/financial-strategy/devolved-taxes-policy-framework/
https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-policy-framework-ciot-and-litrg-response
https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-policy-framework-ciot-and-litrg-response
https://www.gov.scot/groups/devolved-taxes-legislation-working-group/
https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100930.aspx
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processes for devolved taxes legislation and has examined the need for a 
Finance Bill. The DTLWG published its interim report in February 2020 for 
consultation and the CIOT responded.6 We think that it is important that the 
work of that group is continued and concluded. Ideally, as an outcome from the 
work of that group, we would like to see a regular Finance Bill process in 
Scotland. We think that an annual Finance Bill and Finance Bill process would 
provide Scotland with a practical avenue for carrying out tax changes. 

 We also note that the Finance and Constitution Committee (formerly the 
Finance Committee) has had to split its time between finance and constitutional 
issues since 2016. Particularly over the past year or so, that appears to have 
resulted in tax matters taking a back seat. For example, the Committee had 
been undertaking work on A Scottish Approach to Taxation, but there does not 
appear to have been any activity in relation to this important, live, inquiry since 
2017.7 This means it is now doubtful whether this work can be completed before 
the Scottish Parliament is dissolved ahead of the next election in 2021. Given 
the increased prominence of Scotland’s tax-raising powers (and while 
acknowledging the significance of the constitutional matters the Committee has 
been considering), we think that a greater priority should be placed on this 
aspect of the Committee’s work and indeed by the Scottish Parliament as a 
whole. 

 We do not believe that the coronavirus pandemic changes the need for new tax 
policy and legislative processes for tax in Scotland (as explored by the Scottish 
Government consultation and the DTLWG). The coronavirus pandemic has 
required exceptional measures, resulting in the need for amendments to 
various pieces of legislation. However, tax legislation often needs changing on 
a regular basis for much more mundane matters too, to ensure the credibility 
and integrity of the tax system. If anything, we think the pandemic has 
highlighted the importance of expediting the changes that have already been 
explored in the Scottish Government policy framework consultation or are in the 
process of being considered by the DTLWG. The implementation of the 
changes to the tax policy and legislative processes should improve 
engagement, scrutiny and flexibility in relation to tax policy-making and 
legislative activity. 

 For the last two years (2018 and 2019), we have undertaken a poll of the 
Scottish public and found a decline in awareness and understanding of the 
devolved tax regime.8 In our 2019 survey, for example, 86 per cent of 
respondents said they need better information about how taxes are decided in 
Scotland. The poll also identified that the number of people who could correctly 
identify that income tax was a tax shared between Holyrood and Westminster 

                                                           
6 https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-legislation-working-group-interim-
report 
7 https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100253.aspx 
8 https://www.tax.org.uk/media-centre/press-releases/press-release-new-poll-discovers-more-four-fifths-
scots-lack and https://www.tax.org.uk/media-centre/press-releases/press-release-poll-scots-still-failing-
understand-devolved-taxes-support 

https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-legislation-working-group-interim-report
https://www.tax.org.uk/policy-technical/submissions/devolved-taxes-legislation-working-group-interim-report
https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100253.aspx
https://www.tax.org.uk/media-centre/press-releases/press-release-new-poll-discovers-more-four-fifths-scots-lack
https://www.tax.org.uk/media-centre/press-releases/press-release-new-poll-discovers-more-four-fifths-scots-lack
https://www.tax.org.uk/media-centre/press-releases/press-release-poll-scots-still-failing-understand-devolved-taxes-support
https://www.tax.org.uk/media-centre/press-releases/press-release-poll-scots-still-failing-understand-devolved-taxes-support
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fell from 34 per cent in 2018 to 26 per cent in 2019. This problem is not unique 
to Scotland. Last year, a Deloitte survey found that a majority of the UK do not 
understand their personal tax affairs.9 We understand that the Scottish 
Government has been carrying out work to improve communications about tax 
with the general public; this needs to be built on and should consider 
interactions between the Scottish and the UK powers and responsibilities. 
Together with an annual Finance Bill process, this will help to improve the 
general public’s awareness and understanding of tax powers, and their 
devolution. In turn this should help to improve the accountability and credibility 
of the tax system in Scotland, and therefore taxpayer buy-in.10 

 Taking forward these three strands of work (tax policy-making processes; tax 
legislation processes; communications about tax) should help to ensure that 
Scotland has a tax system, policy framework and process for making tax policy 
and legislation that has integrity, credibility and is fit for purpose. It should also 
mean that Scotland is positioned as well as it can be, in the aftermath of the 
coronavirus pandemic (and also in view of the likely challenges 2021 holds, as 
noted at paragraph 1.5), in terms of making best use of its devolved tax powers. 
All three strands of work will complement each other in ensuring transparency 
and Ministerial accountability. 

 

 We do not provide views on the future required level of taxation. Nor do we offer 
comment on where the burden of taxation should fall. These are matters for 
politicians. 

 It should be noted that Scotland’s particular combination of funding sources 
may place constraints upon some of its options that may not be faced by the 
UK as a whole. This is because the UK government has monetary sovereignty, 
ie the exclusive authority to designate the legal tender forms of payment, and 
to control the issuance and retirement of the legal tender. Scotland does not 
have this ability. Instead, it is funded by a combination of revenues from 
Scottish taxes,11 the block grant and limited borrowing.12 

 There has already been one temporary change to taxation policy as a result of 
the COVID-19 pandemic. This was the change to the eligibility conditions for 
claiming a repayment of the Land and Buildings Transaction Tax Additional 
Dwelling Supplement, which was legislated for in the Coronavirus (Scotland) 

                                                           
9 https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-
dont-understand-personal-tax.html 
10 https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-
dont-understand-personal-tax.html 
11 The phrase Scottish taxes includes the fully devolved taxes (Land and Buildings Transaction Tax and Scottish 
Landfill Tax), the shared taxes (Scottish income tax) and local taxes (Council Tax and Non-Domestic Rates). In 
addition, there are taxes that have yet to be fully implemented – Air Departure Tax, Transient Visitor Levy and 
Workplace Parking Levy. 
12 The borrowing (capital and resource) available to Scotland is set out in the Fiscal Framework Agreement: 
https://www.gov.uk/government/publications/the-agreement-between-the-scottish-government-and-the-
united-kingdom-government-on-the-scottish-governments-fiscal-framework 

https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-dont-understand-personal-tax.html
https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-dont-understand-personal-tax.html
https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-dont-understand-personal-tax.html
https://www2.deloitte.com/uk/en/pages/press-releases/articles/the-tax-education-gap-majority-of-the-uk-dont-understand-personal-tax.html
https://www.gov.uk/government/publications/the-agreement-between-the-scottish-government-and-the-united-kingdom-government-on-the-scottish-governments-fiscal-framework
https://www.gov.uk/government/publications/the-agreement-between-the-scottish-government-and-the-united-kingdom-government-on-the-scottish-governments-fiscal-framework
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(No. 2) Act 2020.13 The legislation includes a provision such that it is possible 
to extend further the two periods designated. We think that the periods 
legislated for should be reviewed, as we think the period specified as ending 
on 24 March 2020 should be extended until the date the housing market is 
reopened. One option might be 29 June 2020, given the Scottish property 
market was able to resume from that date. There is data available to support 
an extension (see below). We acknowledge that it is unlikely to be possible to 
draft and pass legislation to enact such a change until after the new appropriate 
end date is known. 

 The rationale for this is that, although Registers of Scotland closed temporarily 
from 25 March 2020, we are aware from anecdotal input from practitioners and 
official Revenue Scotland statistics14 that a number of residential transactions 
have made use of the emergency route for Registers of Scotland registrations 
and that a number of these have indicated an intention to reclaim the Additional 
Dwelling Supplement. This means that there are a number of residential 
transactions with effective dates later than 24 March 2020 – as a result, they 
will not be eligible for the extension to 36 months set out in the Act. This is 
despite the fact that the property market has been closed for at least part of 
their 18-month selling period. Such instances may have arisen because 
taxpayers, seeking to act in good faith, were able to take steps to conclude 
transactions, rather than pulling out from deals that had been agreed prior to 
lockdown. 

 As noted above, while Scotland’s tax powers are limited, they offer some room 
for manoeuvre. The biggest potential for raising revenue is arguably offered by 
Scottish income tax powers.15 We would note, while not offering a view on rates 
and bands, that the Scottish income tax structure is arguably already more 
progressive than that for UK income tax, and as a natural corollary of the 
structural differences, there is some additional complexity. 

 If changes are made to Scottish income tax, it is imperative that consideration 
is given to interactions with the reserved aspects of income tax therefore. For 
example, an issue that is mainly driven by employer’s National Insurance 
contributions at the UK level, but also linked with devolution and highlighted by 
the coronavirus pandemic, is that three people carrying out essentially the 
same work in Scotland can be taxed on three different bases, if one is an 
employee, one self-employed (ie an unincorporated business owner) and one 
working through a one-person limited company.16 In particular the person 

                                                           
13 The CIOT made a submission to the COVID-19 Committee in respect of the draft legislation: 
https://www.tax.org.uk/policy-technical/submissions/coronavirus-scotlandno2-bill 
14 The statistics show that in each of April, May and June 2020 at least 10 transactions were concluded where 
an intention to claim a refund of the Additional Dwelling Supplement was recorded: 
https://www.revenue.scot/about-us/publications/statistics/lbtt-statistics#overlay-context=about-
us/publications/statistics 
15 Scotland has the ability to set the rates and bands for the income tax that Scottish taxpayers pay on their 
non-savings and non-dividend income. 
16 The employee and self-employed person are both taxed according to Scottish rates and bands of income tax, 
but pay different types of UK National Insurance contributions; the person operating through a limited 

https://www.tax.org.uk/policy-technical/submissions/coronavirus-scotlandno2-bill
https://www.revenue.scot/about-us/publications/statistics/lbtt-statistics#overlay-context=about-us/publications/statistics
https://www.revenue.scot/about-us/publications/statistics/lbtt-statistics#overlay-context=about-us/publications/statistics
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working through a limited company may find themselves paying income tax 
according to both the Scottish and the UK rates and bands. 

 Changes to the tax policy in respect of Land and Buildings Transaction Tax and 
Scottish Landfill Tax would be unlikely to raise significant revenues as the 
overall revenues from these fully devolved taxes are relatively small. 

 Over the past few years work has been carried out in Scotland to review both 
non-domestic rates17 and council tax.18 Although recommendations made 
following the Barclay Review have been and are in the process of being 
implemented, there has been very little change to council tax. One option would 
be to earnestly review and reform council tax, with a particular focus on 
ensuring land or property values are reflected more consistently and updated 
regularly. 

 In addition, it is worth noting that the coronavirus pandemic has perhaps 
highlighted the fact that in order to ensure the tax system and devolution 
settlement are as effective as they can be, there needs to be proactive co-
operation between the Scottish and UK Governments. 

 We would be grateful if you could acknowledge safe receipt of this submission, and ensure 
that the Chartered Institute of Taxation is included in the List of Respondents when any 
outcome of the consultation is published. 

 The Chartered Institute of Taxation (CIOT) is the leading professional body in 
the United Kingdom concerned solely with taxation. The CIOT is an educational 
charity, promoting education and study of the administration and practice of 
taxation. One of our key aims is to work for a better, more efficient, tax system 
for all affected by it – taxpayers, their advisers and the authorities. The CIOT’s 
work covers all aspects of taxation, including direct and indirect taxes and 
duties. Through our Low Incomes Tax Reform Group (LITRG), the CIOT has a 
particular focus on improving the tax system, including tax credits and benefits, 
for the unrepresented taxpayer.  

The CIOT draws on our members’ experience in private practice, commerce 
and industry, government and academia to improve tax administration and 
propose and explain how tax policy objectives can most effectively be achieved. 
We also link to, and draw on, similar leading professional tax bodies in other 
countries. The CIOT’s comments and recommendations on tax issues are 
made in line with our charitable objectives: we are politically neutral in our work. 

The CIOT’s 19,000 members have the practising title of ‘Chartered Tax Adviser’ 
and the designatory letters ‘CTA’, to represent the leading tax qualification.  

 

                                                           
company is taxed according to UK rates and bands on any dividends they take from the company but according 
to Scottish rates and bands on any salary. The company also pays employer UK National Insurance 
contributions and UK corporation tax.  
17 https://consult.gov.scot/rates-review/barclay-review-of-business-rates/ 
18 http://localtaxcommission.scot/download-our-final-report/ 

https://consult.gov.scot/rates-review/barclay-review-of-business-rates/
http://localtaxcommission.scot/download-our-final-report/
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