
 

SUBMISSION FROM SCOTTISH RETAIL CONSORTIUM  
 
1. The Scottish Retail Consortium (SRC) is the trade association of the 
Scottish retail sector and is the authoritative voice of the industry to policy 
makers and to the media. The SRC brings together the whole range of 
retailers across Scotland, from independents to large multiples and 
department stores, selling a wide selection of products through centre of town, 
out of town, rural and online stores.  The SRC is based in Edinburgh and is 
supported by its parent company, the British Retail Consortium, based in 
London and Brussels. 
 
2. The Scottish retail sector employs nearly 250,000 people, equating to one 
in nine of the workforce.  The sector contributes seven per cent of Scotland’s 
Gross Value Added (GVA) and just under 10 per cent of enterprises in 
Scotland are retailers. 
 
3. The sector’s presence in Scotland, as an employer and as a financial 
contributor, means we are particularly interested in the overall economic, 
regulatory and fiscal frameworks in which it operates.  Retailers are reliant on 
favourable conditions for growth to enable them to continue to recruit, invest 
and trade in Scotland.  Additionally, for multiple retailers operating across the 
UK, a degree of regulatory consistency between Scotland, Wales, Northern 
Ireland and England is important.  It is for these reasons we are interested in 
the devolution settlement and the changes the Scotland Bill could implement. 
 
 
Q1. The aims of the Scotland Bill and the White Paper (Strengthening 
Scotland’s Future) are that it will ―enhance the financial accountability 
of the Parliament and Government in Scotland, improve working 
arrangements between Westminster and Holyrood Parliaments and 
Governments, and extend the powers and functions of the Scottish 
Parliament and the Scottish Government.― In your view, do the 
proposals in the Bill and the White Paper achieve these purposes? 
 
A. The SRC is of the view that the Scotland Bill and the White Paper go some 
way to achieve these purposes.  Devolving taxation powers and, particularly 
the proposals relating to income tax, make the Scottish Parliament and 
Government more accountable than currently to the electorate, and give them 
more responsibilities towards those businesses and organisations paying 
these taxes. 
 
The SRC agrees that the Bill and the White Paper extend the powers and 
functions of the Scottish Parliament and Scottish Government, although 
clearly only in those areas which are addressed.  The proposed changes to 
income tax are the most significant aspect of this extension. 
 
With regards to improving the working arrangements between the 
Westminster and Holyrood Parliaments and Governments, the White Paper 
included some proposals the SRC would broadly support in terms of taking 
steps to increase communication between Westminster and Edinburgh.  



 

However, such proposals do not seem to be included in the Bill.  Whilst 
accepting that primary legislation may not be necessary for implementing 
such arrangements, we remain keen to see these put in place, along with 
strengthened communications with the Executives and Assemblies in Cardiff 
and Belfast. 
 
Q2. What is your view on the approach proposed in the Scotland Bill to 
substituting the revenue from taxes levied by the Scottish Parliament for 
some of the grant from the UK Government which presently supports 
the Scottish budget? 
 
A. The SRC agrees that, with the objective of increasing the financial 
accountability of the Scottish Parliament, reducing the block grant and 
introducing a requirement for the Scottish Parliament to take a decision of this 
kind is a logical way to proceed. 
 
That said, the new regime will need to be structured such that the revenue 
sources available allow a balanced approach to be taken so that the fiscal 
levers chosen to do not impact on a single economic sector, such as retail, 
disproportionately.  For example, retailing is a people and property intensive 
sector, employing one in nine of the total Scottish workforce (nearly 250,000 
people) and paying around 25 per cent of all Business Rates despite 
generating seven per cent of Scotland’s Gross Value Added Domestic 
Product (GVA).  Any fiscal measure that bears on employment or property 
costs will bear disproportionately on the retail sector and have unintended 
consequences for retailing and its suppliers in the food, drink, consumer 
products, distribution and construction sectors. 
 
Q3. What is your view of the proposal in the Scotland Bill for a Scottish 
rate of income tax levied on all income tax bands, and the reduction of 
UK income tax in Scotland by 10p in the pound accordingly? How would 
this work, are the proposals effective and are the proposed inter-
Governmental mechanisms adequate? 
 
A. Since devolution significant policy decisions across a very wide range of 
issues are determined by the Scottish Government and Parliament. The SRC 
supports the conclusions of the Calman Commission that these powers 
should be accompanied by powers to raise an increased proportion of the 
revenues necessary to enact the policies of the Scottish Government.  It is for 
the Scottish electorate to decide on the financial accountability of the Scottish 
Parliament and Government.  As for any other government, a responsible 
Scottish Government will need to take account of the competitiveness of 
Scottish business and the implications for the Scottish economy in making 
decisions on fiscal policy. 
 
Whilst accepting the principles of greater devolved tax raising powers, we 
have some concerns regarding the implications of different income tax 
regimes operating in Scotland and the rest of the UK. 
 



 

Retailers need Scotland to be a competitive and attractive place to do 
business so that they can continue to invest in local communities and 
generate more jobs.  While over 98 per cent of Scottish retailers employ fewer 
than 50 people, over two thirds of retail jobs and three quarters of turnover are 
within the large multiples.  These businesses make investment decisions 
based on maximising their return on the capital invested across their whole 
portfolio, throughout the UK and internationally.  Fiscal policy decisions which 
reduce the competitiveness of Scotland compared with other jurisdictions 
would harm the investment in and growth of the Scottish economy. 
 
There are two aspects to income tax policy that could impact on the 
competitiveness of Scotland as a place to do business: 

 The effect on wage demands of staff, and hence total wage costs in 
Scotland versus other jurisdictions in which retailers operate; 

 The complexity of administration of a different income tax regime in 
Scotland and the effect on retailers’ administrative overheads. 

 
The proposals give the Scottish Government powers to vary the rate of 
income tax up or down as well as retain the same level as elsewhere in the 
UK.  A reduced rate could enhance Scotland’s competitiveness and attract 
businesses and potential employees wishing to benefit from it.  A reduced rate 
could increase household disposable incomes and, since one third of 
consumer spending goes through retail, would benefit the sector in Scotland 
through improved sales volumes as well as holding down wage costs.  
Retailers see this is an opportunity for Scotland to increase its ranking as a 
good place to do business. 
 
Were the Scottish Government to increase income tax levels beyond those 
elsewhere in the UK this might lead to increased pressure to adjust wage 
rates in order to maintain disposable incomes, and hence increase 
employment costs.  This would reduce Scotland’s competitiveness as a place 
to base both shop-floor and back-office staff. 
 
Where Scottish income tax rates vary, in either direction, from those 
elsewhere in the UK there will be additional administrative complexity and 
cost, particularly for those staff who move in either direction across the 
border.  Retailers’ operating systems (in common with other Scottish 
employers) will have to be modified to administer the changes, imposing IT, 
legal, administrative and training requirements.  This could place considerable 
burden on head office personnel, especially at the point of first introduction, 
handling different taxation regimes once this is implemented. 
 
Q4. How would the framework have performed over the recent 
downturn, particularly in the light of the significant shocks to tax 
revenues? Is the system robust to cope with such challenging periods 
and return Scotland to economic growth – if not, what frameworks are in 
place to address this? 
 
A. Currently the Scottish Government has few independent sources of 
revenue beyond charges for services, Council Tax and Business Rates.  As a 



 

result, in setting a budget for 2011/12, the Scottish Government has proposed 
a large retailer’s levy as an additional charge on Business Rates in order to 
avoid public sector cuts.  This is being discussed in the Local Government 
and Communities Committee of the Scottish Parliament (January 2011).  This 
not only impacts entirely disproportionately and unfairly on the retail sector, it 
distorts competition within the sector by distributing costs according to retail 
format.  For example, a number of fashion retailers operating from department 
or flagship store formats will be hit by the new charge which represents up to 
a 30 per cent increase in Business Rate costs, whereas their competitors 
operating from smaller format stores in the same shopping area will not face 
this charge. This comes on top of the Scottish Government’s decision not  to 
provide a transitional period when the Business Rate uplift came into effect, 
unlike the UK Government.   
 
A broader range of fiscal tools would give the Scottish Government a greater 
range of options in setting and balancing its budget. 
 
The SRC/BRC’s own retail statistics show that Scotland has traded below the 
rest of the UK for the last few years (see figure below), suggesting the 
economic downturn (and government responses to it) has been particularly 
difficult for the Scottish economy. 
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As a result the gap in performance of the sector in Scotland compared with 
the UK as a whole is widening.  Retailing accounts for seven per cent of GVA 
compared with nine per cent in the UK, rising by 85 per cent since 1998 
compared with 126 per cent in the UK as a whole.  This impeded growth is all 
the more important since retailing accounts for 20 per cent of turnover and 15 
per cent of Services Sector GVA in Scotland as against 15 per cent and 
11 per cent, respectively, across the whole UK.  In other words, retail is more 
important to the Scottish economy but is failing to thrive in the same way as 



 

elsewhere in the UK.  Fiscal policy choices by the Scottish Government will be 
critical to turning this state of affairs around. 
 
The retail sector has had significant concerns over the way in which the 
Scottish Government has supported businesses during the economic 
downturn.  We are concerned that despite broadening the Scottish fiscal 
base, the proposed framework may not be robust enough to cope with the 
differing cost pressures across the economic cycle, particularly given the 
heavy reliance on public sector jobs within the Scottish economy.  The new 
arrangements should, therefore, include some provision to deal with 
exceptional economic circumstances. 
 
The SRC believes that careful and balanced decisions need to be made in 
addressing the structural deficit in public finances and the shortfall resulting 
from the economic downturn.  The recovery is reliant on private sector growth, 
providing increased employment, and supporting skills development and 
regeneration.  Instead of encouraging this growth and incentivising business, 
the Scottish Government is imposing further costs on a sector that has 
continued to invest and recruit whilst many business sectors have stalled.  
Retailing operates in every community of any size, unlike any other business 
sector. 
 
With these experiences in mind, the SRC would be very concerned if 
proposed changes to revenue raising powers resulted in short term fixes 
rather than addressing the underlying problems resulting in shortfalls in the 
public finances.  The Scottish Government needs to balance populist 
measures on personal taxation, the wish to provide public services and the 
needs of employers in setting its budget and determining which fiscal 
instruments should be used.  Only then will Scotland be viewed as a good 
place to recruit and invest. 
 
Q5. What is your opinion of the proposals to create devolved taxes, 
Stamp Duty Land Tax and Landfill Tax, and the power to create new 
devolved taxes? 
 
A. The SRC broadly supports the proposals to devolve Stamp Duty Land Tax 
and Landfill Tax as part of a broader suite of fiscal instruments which would 
enable more rational and business-friendly decisions by the Scottish 
Government. A broad and balanced tax base has to be set against the need 
to avoid complexity, perverse incentives and a punitive tax burden. We would 
be concerned if proposals in the Bill gave rise to a plethora of new devolved 
taxes.  We would welcome further detail to understand the full implications of 
this proposal. 
 
Overall, any additions to the tax burden would be ill-advised.  
 
 
 
 



 

Q6. Do you have a view on the proposed new borrowing powers set out 
in the Scotland Bill? 
 
A. The SRC has no view on this beyond noting that the proposals on Tax 
Increment Financing will give English Local Authorities such powers. 
 
Q7. What is your assessment of the plans for the implementation of this 
new financial system and the risks and costs associated with that and 
have the UK Government adequately quantified these? How would the 
proposals to revise the system of funding work in practice? Is there 
sufficient information provided yet to enable a full assessment of the 
proposed funding arrangements? What key decisions remain to be 
taken? 
 
A. The SRC believe that the Calman Commission and the Scotland Office 
have undertaken thorough preliminary work on the issues relating to the 
financial aspects of the Bill.  We welcome the High Level Group that was 
created and will input on issues relevant to retail. 
 
However, despite assurances that the proposed income tax changes will 
require minimal systems adjustments to implement, we are concerned that the 
changes will lead to an increased regulatory burden.  We believe the details of 
accompanying deregulation should be published alongside the Bill, consistent 
with the UK Government’s ‘one in, one out’ commitment. 
 
Q8. How do the proposals fit with systems from other jurisdictions – 
particularly in relation to more federal or quasi-federal countries? 
 
A. In the time available we have been unable to research this aspect. 
 
Q9. In terms of the non-financial aspects of the Scotland Bill, a number 
of changes, including changes to the legislative powers of the Scottish 
Parliament and the powers of the Scottish Ministers, have been outlined. 
What is your view of these in general terms? 
 
A.The SRC has no view on this. 
 
Q10. Additionally, do you have any specific views on the proposed 
changes to speed limits, drink driving limits, air-weapons and other 
matters (e.g. Scottish Crown Estate Commissioner, BBC Trust etc.)? 
 
A.The SRC has no view on this. 
 
Q11. Do you have an opinion on the re-reserving of issues such as 
insolvency, the regulation of health professions etc? Would the 
proposals be effective in their intentions, what would be the 
consequences and could they be adjusted to improve their effects? 
 
A.The SRC has no specific view on the issues potentially to be re-reserved. 
However, we are disappointed that the re-reservation of ‘food content and 



 

labelling’ is not included in the Bill.  We welcomed the recommendation by the 
Calman Commission to re-reserve these powers as we believe this would 
provide welcome clarity over competence in this area of policy. 
 
Q12. Do you have a view on the plans by the UK Government to use the 
Bill for the partial suspension of Acts subject to scrutiny by Supreme 
Court? 
 
A. The SRC has no view on this. 
 
Q13. What further changes to the powers for the Scottish Parliament not 
currently in the Scotland Bill would, in your view, further help to achieve 
the purposes of the Bill and should be considered by the UK 
Government for inclusion? 
 
A. The SRC believes that the Scotland Bill was a useful opportunity to clarify 
the situation regarding food content and labelling and we had welcomed the 
Calman Commission’s recommendation that this was reserved back to 
Westminster.  The SRC believes that there is a current lack of clarity 
regarding the Scottish Government’s powers regarding food content and 
labelling, given that food labelling is primarily a European competence with 
the UK being the Member State.   However, the Scottish Parliament currently 
has powers on these matters when for ‘public health’ reasons. 
 
The SRC would welcome clarity in this area and are disappointed that the UK 
Government did not use this Bill as an opportunity to deal with this issue, in 
line with the recommendations in the Calman Commission’s final report. 
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