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Introduction 

As the representative body for Scotland’s Local Authority chief housing officers 

ALACHO welcomes the opportunity to respond to the Finance Committee’s call for 

evidence on the proposed changes to Land and Building Transaction Tax on the 

purchase of second (or additional) homes.. 

Scotland’s councils have a significant interest in the impact of this measure arising 

from: 

our role as strategic housing authorities with an interest in the functioning of 

the local housing market and its impact on housing needs and demands; 

the operation of local second hand house purchase programmes to support 

policy delivery in relation to both private and public sector housing; 

the use of “off the shelf” purchases of completed homes within the affordable 

housing supply programme; 

our participation in the Scottish Government’s Home Owners’ Support Fund 

(Mortgage to Rent) programme aimed at avoiding repossessions in the owner 

occupied sector; and 

the need to support mid market rent providers through the NHT and Council 

variant NHT. 
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We note that the primary purpose of the measure is to; 

 ensure that opportunities for first time buyer to enter the market remain as 

strong as they can; and 

 avoid the displacement of second hand property purchase from England and 

Wales to Scotland following the introduction of a similar measure in those 

jurisdictions. 

However we are concerned that no robust assessment of the impact of the measure 

has been carried out in the context of the Scottish Housing market. 

In addition we believe that the application of this measure to local authorities will 

have an impact on the delivery of the Scottish Government’s affordable housing 

supply programme and will impact adversely on the delivery of other national and 

local housing policy objectives and programmes.  

We have set our concerns in relation to the measure under these two broad 

headings. 

Likely impact of the measure on the housing market as a whole 

The received wisdom on the impact of buy to let (BTL) purchasers and second home 

buyers is that they push up prices and as a result make it more difficult for first time 

buyer to enter the market.  The CML for example has estimated that the BTL 

purchase activity has added 7% to UK house prices1.  However, very little research 

has been focused on either the Scottish housing market as a whole or its significant 

regional variations.  As things stand evidence suggests that during a period of rising 

BTL activity over recent months house prices have remained relatively flat in many 

local authority areas (and declined in some) and that the number of first time buyers 

entering the market has also risen2. 

In addition the number of transactions across the Scottish housing market, though 

rising over recent years remains significantly below its 2007 peak3.  As a result BTL 

purchasers are likely to have played a significant role in supporting the industry as a 

whole by maintaining both transaction volumes and house prices since the financial 

crisis of 2007/08.  And in doing so will have helped many so called “second 

                                                           
1 “Buy-to-let mortgage lending and the impact on UK house prices: a technical report” 

http://webarchive.nationalarchives.gov.uk/20120919132719/http:/www.communities.gov.uk/documents/50
7390/pdf/684943.pdf 

2
 Council of Mortgage Lenders - https://www.cml.org.uk/news/press-releases/scotland-in-the-third-quarter/ 

 
3
 https://www.ros.gov.uk/property-data/property-statistics/monthly-house-price-statistics 
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steppers” to sell their homes and move to more suitable accommodation in the 

owner occupied sector. 

The point of these comments is no more than to demonstrate that the evidence of 

the impact of BTL purchasers in Scotland isn’t as clear cut as is often assumed and 

measures to dampen the BTL market may not have a wholly positive impact on the 

owner occupied market or make any significant difference to the prospects for first 

time buyers to enter the market.. 

There is also no evidence that buy to let purchasers from England and Wales will as 

a matter of course, or in significant numbers turn to Scotland as an alternative 

investment market with all the added difficulties that managing homes at a distance 

and in a jurisdiction where the regulatory framework is both significantly different and 

subject to change. 

The Scottish government has acknowledged the limitations in the data.  In its own 

statement on forecasting methodology it makes the following comment:  

“Modelling of the LBTT supplement has been based on proxy datasets due to 

the lack of datasets available to provide reliable information on the historic 

volume of purchases of “additional” properties in Scotland”4 

In the same publication the Scottish Government has acknowledged that its 

projections in this area are “high uncertainty” but makes no attempt to identify 

possible unintended consequences of the measure.  

We would ague that among the possible unintended consequences is the risk that 

the additional tax burden will discourage investment in so called “new build for 

private rent” developments to provide new private rented accommodation.  This 

sector has been identified as a priority for the Scottish Government and has shown 

some signs of growth in recent months.  Changes to the tax system on top of 

anticipated changes to the tenancy framework may result in delay or the cancellation 

of planned investment. 

In the light of this, and on the assumption that the Scottish Government is likely to be 

unwilling to delay the proposed measure to wait for more robust data on how likely it 

is to achieve the policy purpose set for it, we would argue strongly for an early and 

comprehensive review of the impact of the changes to LBTT on the Scottish Housing 

market (and BTL activity in particular) at national and local housing market level. 

Such a study could also provide useful additional evidence for the development of 

the Housing Needs and Demand Assessment Tool in relation to the private rented 

                                                           
4
 Scottish Budget, Draft Budget 2016-2017, Devolved Taxes Forecasting methodology.  

http://www.gov.scot/Resource/0049/00491259.pdf 
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sector and improve local housing planning in relation to housing needs and the role 

of the private rented sector more generally. 

As a hedge against unintended adverse impacts we would also argue that the 

income derived from the measure should be reserved as additional investment in 

affordable housing. 

Financial consequences for local authority and RSL house purchase 

programmes 

Since the financial crisis of 2007/08 many Local authorities and RSLs have been 

engaged in significant house purchase activity.  These programmes will typically 

include: 

 “off the shelf” purchases of completed but unsold homes from developers; 

Targeted purchases to support the long-term management of particular blocks 

of flats; 

one off purchase to resolve specific local housing management problems; 

the purchase of properties through the Scottish Government’s “Home Owners’ 

Support Fund (Mortgage to Rent) to prevent owners in mortgage default 

losing their home; and 

larger scale purchase programmes to address problems of area decline or 

support area regeneration programmes. 

It should be noted that in the period immediately after the financial crash of 2007/08 

“off the shelf” purchases were a specific target of both the social housing and NHT 

mid market rent programmes.  Aside from allowing a rapid growth in the investment 

programme this approach played a significant role in supporting the house builders 

and construction employment, avoiding company liquidations and ensuring that 

newly built homes didn’t lie during the period of market recovery. 

The Scottish Government hasn’t published a full breakdown of how the 35,000 new 

affordable homes delivered over the past five year were procured however the 

Commission on Housing and Wellbeing reported that in 2013/14 around 545 homes 

were purchased as part of the social housing supply programme and a further 113 

for mid market rent.  Over the life of the programme the total could be as high as 

3,300 units or close to 10% of the overall affordable housing programme. 

By applying this measure to the local authority sector and other social housing 

providers the Scottish Government will add further costs to the delivery of affordable 

housing programme and to housing regeneration programmes more generally.  It will 
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also limit the number of home owners that can be help through the “Home 

Ownership Support Programme”. 

In the light of this we would recommend that this measure shouldn’t be applied to 

Local Authorities or Registered Social Landlords. 

Summary 

The Scottish Government has acknowledged that the data available on the likely 
impact of this measure is limited and that its own forecasts are “highly uncertain.  
What data analysis has been published relates to the income derived from the 
additional tax with only very limited and unquantified references to the impact on the 
housing market as a whole or the risk of investment displacement. 

We would go further and say that there is no published evidence to support the claim 
that the proposed increase in Land and Building Transaction Tax will support owner 
occupation as intended nor is there any evidence to suggest that there is a 
significant risk of investment displacement from England and Wales if the measure 
isn’t introduced. 

The published material makes no reference to possible unintended negative 
consequences from the measure nor does it acknowledge the impact on public 
investment programmes. 

The application of the measure to Local Authorities and RSLs will impact on existing 
affordable housing programmes and restrict the overall capacity of the sector to meet 
the Scottish Government’s target of 50,000 new affordable homes over the life of the 
next parliament. 

Other unintended consequences may include a reduction in the number of home 
owners helped through the Home Owner Support Fund and discouraging investment 
in the New Build for Private Rent sector. 

In the light of this we would argue that, if the measure can not be delayed until more 
robust evidence is available on it’s likely impact and unintended consequence, the 
Scottish Government should: 

 Exempt Local Authorities and RSLs; 

 Reserve the full income from the measure for investment in affordable 
housing; 

Work with the Private Rented Sector Champion and others to find an 
appropriate approach to reducing the impact of the measure on the New Build 
for Private Rent sector; and 

Give a commitment to an early review of the impact of the measure on the 
Scottish housing market as a whole and at the level of local housing market 
areas and on affordable housing investment programmes. 
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We hope these comments are of help to the committee in its consideration of the 
Scottish Government’s proposals.  We understand that the scheduled oral evidence 
session is on 3 February.  Unfortunately we will not be able to attend on this day but 
will be happy to make some one available for a more detailed discussion at another 
time if this is considered desirable. 

 

Tony Cain 

ALACHO Policy Manager 

January 2016 
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