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Finance and Constitution Committee 
 

6th Meeting, 2017 (Session 5), Wednesday, 8 February 2017 
 

Budget (Scotland) Bill – Stage 2 
 
Introduction 

1. The Budget (Scotland) Bill (“the Bill”) was introduced in the Parliament on 
26 January 2017. The Bill and its Supporting Document are available via the links 
below— 
 

 Budget (Scotland) Bill 
 Budget Bill 2017-18 Supporting Document 

 
2. The Financial Scrutiny Unit has produced a briefing paper summarising the 
differences between Draft Budget 2017-18 and the Bill. This is attached at Annexe 
A. 
 
Procedure 

3. Some of the procedures relating to Budget Bills are different from those 
relating to Public Bills generally as set out in Rule 9.16 of the Standing Orders. At 
Stage 1, a budget Bill is referred immediately to the Parliament for consideration of 
its general principles and a decision on whether they are agreed to. The 
Parliament agreed to the general principles of the Bill on Thursday 2 February 
2017. 
 
4. Rule 9.16.3 of Standing Orders states that Stage 2 of the Bill shall be taken 
by the Finance Committee.  
 
5. The Committee will consider the Bill at Stage 2under two separate agenda 
items. Under the first item, the Committee will have the opportunity to take 
evidence on the Budget Bill from the Cabinet Secretary for Finance and 
Constitution and his officials. This will be followed by formal stage 2 proceedings. 
 
Conclusion 

6. The Committee is invited to consider the Budget Bill at Stage 2. 

 
Alan Hunter 
Assistant Clerk to the Committee 
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Annexe A 

SPICe 
Briefing 

 

Finance and Constitution Committee 
Budget Bill 2017-18 – Stage 2 
 
This paper summarises the differences between the Draft Budget 2017-18 and the 
Budget Bill 2017-18.  
 
Reasons for variations 
 
The main reason for the differences between the figures in the Draft Budget and 
the Supporting Document to the Budget Bill is that the two documents are 
prepared on different budgeting and accounting bases. The Draft Budget is 
presented on the basis of the HM Treasury Consolidated Budgeting Guidance 
while the Budget Bill and supporting document are prepared on an accounting 
basis, in accordance with the Government Financial Reporting Manual (the 
FReM). There are a number of technical differences between the two definitions, 
which in part explain the differences between the totals in the two documents. In 
addition, there are statutory and presentational considerations. Table 1.2 on p3 of 
the supporting document provides a reconciliation.  
 
One difference between the Budget Bill and the Draft Budget relates to the 
treatment of non-departmental public bodies (NDPBs). The non-cash element of 
the NDPB budgets (which includes items such as depreciation) is subtracted from 
the Draft Budget figures to give the amounts required for parliamentary approval. 
This is because the Public Finance and Accountability (Scotland) Act requires 
authority for the budgets of NDPBs to be given in cash grant-in-aid. The non-cash 
NDPB deductions from the figures in the Draft Budget are presented in column B 
of table 1.2 of the Budget Bill Supporting documents (p3). These total £164.8m.  
 
In addition, Judicial salaries (£30.6m) are in the Draft Budget but excluded from 
the Budget Bill as they do not require Parliamentary approval. Police loan charges 
of £5.4m are included in the Budget Bill (but not the Draft Budget) as they require 
Parliamentary approval. The net impact of these changes in the Justice portfolio is 
the £25.2m deduction in column C of table 1.2.  
 
Another adjustment in column C relates to a £1,115.1m increase to the Draft 
Budget 2017-18 budget provision for Teachers and NHS Pension Schemes. This 
has no implications for Scottish Government discretionary public spending and 
reflects the HM Treasury update to the discount rate applied for post-employment 
benefits.  
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Also presented in the Draft Budget but excluded from the Budget Bill are loan 
repayments by Scottish Water to the National Loans Fund (NLF), Public Works 
Loan Board (PWLB) and the European Investment Bank (EIB) (totalling 
£46.7million). These are shown in Column D. 
 
As in previous years, Column D also includes technical adjustments for any 
revenue-financed infrastructure investment schemes – on the basis that such 
schemes are classified as on-balance sheet for IFRS (International Financial 
Reporting Standards) based accounts purposes in accordance with the FReM. 
The budget consequences of the recognition of the change in treatment of 
PPP/PFI/NPD schemes in the Scottish budget are therefore reflected in the 
Budget Bill presented to the Scottish Parliament. The IFRS adjustments are in the 
Health and Sport (+£96.2m), Justice (-£3.1m) and Rural Economy and 
Connectivity (-£28.1m) portfolios.   
 
Capital expenditure is also treated differently in the Budget Bill. Direct capital 
expenditure by the Scottish Government (including financial transactions issued by 
the Scottish Government) is included in the Budget Bill, but the capital expenditure 
of NDPBs (including financial transactions issued by NDPBs), local authorities and 
any capital grants to the private sector are not included in the capital total in the 
Budget Bill (they are classified as “operating expenditure” in the portfolio budgets 
of the Supporting documents).  
 
Directly funded external bodies requiring separate parliamentary approval from the 
portfolio total are reflected separately in the Budget Bill and the relevant 
adjustments are presented in column E of table 1.2. The directly funded bodies are 
National Records of Scotland, Office of the Scottish Charity Regulator, the Scottish 
Courts and Tribunal Service, Food Standards Scotland, Forestry Commission, 
NHS & Teachers Pensions, Revenue Scotland, the Scottish Fiscal Commission 
and the Scottish Housing Regulator. 
 
 

Ross Burnside 

Financial Scrutiny Unit, SPICe 

February 2017 

 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or 
respond to specific questions or areas of interest to committees and are not 
intended to offer comprehensive coverage of a subject area. 
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Finance and Constitution Committee 
 

6th Meeting, 2017 (Session 5), Wednesday 8 February 2017 
 

Air Departure Tax (Scotland) Bill 
 
Purpose 

1. The evidence session on the Air Departure Tax (Scotland) Bill will involve 
taking evidence from business and tourism organisations.  The Committee will 
take evidence on the Bill from: 
 

 Garry Clark, Head of Policy and Research, Scottish Chambers of 
Commerce; 
 

 Gareth Williams, Scottish Chambers of Development and Industry; and 
 

 Stephen Leckie, Chair, Scottish Tourism Alliance. 
 

2. Each of the witnesses have provided written evidence and these are provided 
at Annex A to this paper. 

 
3. The Bill, and its accompanying documents, can be accessed at— 

http://www.scottish.parliament.uk/parliamentarybusiness/Bills/102778.aspx 
 
 

 
 
 

Finance and Constitution Clerking Team 
February 2017 
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Annex A – Written Submissions  

WRITTEN RESPONSE FROM THE SCOTTISH CHAMBERS OF COMMERCE 
NETWORK  

About the Scottish Chambers of Commerce Network  

Scottish Chambers of Commerce (SCC) is Scotland’s largest business 
network.  11,000 businesses, of all sizes and from all sectors, are members of 26 
Chambers of Commerce across Scotland and SCC brings the views of this network 
together at a national level to form a clear and powerful expression of Scottish 
business opinion.  

The Air Departure Tax (Scotland) Bill 
 
We welcome the introduction of the Air Departure Tax (Scotland) Bill.  We recognise 
that this is an enabling Bill and therefore does not cover detail regarding the rates 
and bandings of the proposed tax.  These will be the subject of future secondary 
legislation in the Scottish Parliament and we will contribute to that discussion at the 
appropriate time.  Nevertheless, we welcome the Scottish Government’s long 
standing commitment to reduce the burden of this tax by 50% and abolishing it when 
resources allow – a pledge which has been reiterated in the Policy Memorandum to 
this Bill. 
 
Scotland has a heavy reliance on air connectivity for international travel and also, to 
a significant extent, for domestic travel.  The latter is true particularly for the north 
and north east of Scotland.  In these areas rail cannot be considered a substitute for 
access to other parts of the UK (due to journey times) and so air travel is critical for 
competitiveness and economic growth. 
 
It is essential that the Scottish Government’s connectivity policy provides for the 
growth of air travel to and from Scotland, enabling the maximum use of our aviation 
infrastructure and balancing the delivery of direct international flights with access to 
hub airports to enable onward connections to markets where a direct service may 
not be able to generate a critical mass of passengers. 
 
As Scotland is often more reliant than other parts of the UK on aviation, so too does 
the reduction in aviation taxes have a potentially more pronounced, and positive, 
impact.  Air Passenger Duty is a tax on growth and international connectivity, holding 
back Scotland’s economic progress.  Reducing and eliminating the tax, through the 
implementation of a lower Air Departure Tax, will help businesses to grow and to 
generate wealth and jobs.  A lower and more competitive level of aviation tax in 
Scotland would make it easier for our airports to compete for new air services in a 
global marketplace and would make Scotland a more attractive prospect for airlines 
looking to develop new services.  Such services could be international or domestic, 
potentially even creating the possibility of new air services operating between 
airports within Scotland. 
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The aim of the Scottish Government should be to grow Scotland’s connectivity and 
the Air Departure Tax provides an important means of achieving this goal.  In 2015, 
Edinburgh Airport published a report which showed that the economic benefit to 
Scotland of £200 million per year, supporting around 3,800 additional jobs after five 
years, could be achieved by reducing APD by 50%.1   This report is the latest in a 
long line of reports by the likes of York Aviation and PwC which point to the positive 
economic and fiscal impact of reducing or abolishing aviation tax. 
 
Looking at real life examples, The Republic of Ireland abolished its air travel tax in 
2014, which resulted in an immediate 7% growth in passenger numbers, the launch 
of 21 new routes by Ryanair and increased capacity and new services on a number 
of routes serving key international markets. 
 
The 50% reduction in the burden of the tax would be a start but there would still be a 
long way to go.  A report by the British Air Transport Association suggested that this 
would still leave Scotland with the fourth highest air travel tax amongst the EU28+2 
countries for Band A and the second highest tax (behind England and Wales) for 
Band B.2   Ultimately, abolition of this tax must be the objective. 
 
Over the years, some have suggested that APD is an environmental tax.  This is 
difficult to justify since some have been incentivised to connect via a variety of non-
UK airports in order to avoid this tax, resulting in a potential net increase of carbon 
emissions compared to direct flights.  A report by Transport Scotland has suggested 
that the impact of a 50% cut in APD on emissions would be minimal.3  In addition, all 
UK domestic and international aviation accounts for around 6% of UK CO₂ 
emissions, compared to 31% from power stations and 21.6% from road transport.  
The efficiency of modern aircraft is also improving rapidly.  For example, in 2013 UK 
aviation emissions actually fell by 0.6%, despite a 4% increase in passenger 
numbers.  This is in line with an average reduction in aviation emissions by 0.7% 
annually between 2009 and 2012.4 
 
We further note the commitment of the Sustainable Aviation group of UK airlines, 
airports, manufacturers and air navigation service providers to work with government 
and politicians to: 

 Encourage more efficient air traffic management through closer working with 
international partners 

 Support the development of more efficient aircraft and engine technologies 
 Support the development and large-scale deployment of sustainable aviation 

fuels 
 Support the establishment of a global carbon-trading solution 

 
The scope and operation of Air Departure Tax should operate as closely as possible 
to the existing UK APD in order to ensure that compliance and operation of the tax 

                                             
1 Edinburgh Airport, The impact of reducing APD on Scotland’s airports (March 2015) 
2 Flying High? How competitive is Air Passenger Duty?, BATA (March 2016) 
3 Estimate of the Impact on Emissions of a Reduction in Air Passenger Duty in Scotland, Transport 
Scotland (September 2014) 
4 The Committee for Climate Change, https://www.theccc.org.uk/charts-data/ukemissions-by-
sector/aviation/  
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for airlines is as simple and straightforward as possible, using already understood 
concepts and models.  This would make ADT easy to understand and would make 
Scottish Government policy towards the tax easy to understand too. However, there 
are opportunities to use bandings to encourage economic growth and ensure 
regional competitiveness. 
 
Passengers carried on flights departing from airports in the Scottish Highlands and 
Islands region should continue to be exempt from ADT, just as they were from APD.  
This would have a benefit to the local economy, as many businesses in the region 
are highly dependent upon air travel and their links to key destinations.  Examples 
are services between Wick and Aberdeen and Edinburgh and the services linking 
Inverness to key UK and international destinations and hubs.  Many businesses 
have chosen to locate in the Highlands and Islands as a result of this connectivity.  
One drawback of the system is that passengers travelling from other parts of the UK 
to airports in the Scottish Highlands and Islands do pay APD as the exemption only 
applies on departures but it would appear to be outwith the remit of the new Scottish 
tax to address this. 
 
Many of the provisions set out in Part 4 of the Bill relate to the technical 
administration of the tax in respect of its payment, collection and management and 
are best left to those directly accountable for the handling of the tax.  We do not 
propose to comment on these arrangements. 
 
Further Information 
 
Scottish Chambers of Commerce would be happy to assist the Committee further, as 
may be required, in its scrutiny of the Air Departure Tax (Scotland) Bill. 
 
 

Scottish Chambers of Commerce 
Economic Development Intelligence Unit 

February 2017 
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WRITTEN SUBMISSION FROM SCOTTISH COUNCIL FOR DEVELOPMENT AND 
INDUSTRY 
 
Introduction  
 

1. SCDI broadly welcomes the Air Departure Tax Bill and is grateful to the 
Committee for its invitation to provide written and oral evidence. SCDI 
acknowledges that the Bill does not set out the rates and bands for the 
proposed new tax. However, as it is the rates and bands which will have the 
greatest impact on the economy, we would like to offer some comments. 
 

2. Scotland is a country on an island on the geographic edge of Europe, with a 
relatively small and open economy. Increasing trade, investment and tourism 
have, therefore, been priorities for Scotland and SCDI since our creation in 
1931. We have always understood that these are linked to improving 
Scotland’s international air connectivity, which, due in particular to the size of 
its market, has been more limited than some countries. SCDI has consistently 
supported initiatives to develop air connectivity, especially with international 
markets, such as the Air Route Development Fund launched in 2002. 
 

3. In SCDI’s Policy Blueprint, we highlighted three fundamental challenges for 
the Scottish economy – productivity, innovation and internationalisation. 
 

4. Progress in these areas will be underpinned by infrastructure improvements 
and for countries, such as Scotland, which need to compete at the higher end 
of the value chain, global connectivity is a key. The OECD’s work on ‘The 
Future of Productivity’ has highlighted the importance of participation in and 
integration into global value chains. Education is the single biggest reason for 
long haul travel via Edinburgh Airport. Scotland hosts world class exporters, 
but activity is concentrated, with 100 companies accounting for 60% of the 
total. There is a need for many more Scottish businesses to do business 
internationally if the Scottish and UK targets for exports are to be achieved.  
 

5. The EY Attractiveness Survey UK 2016 found that investors cited local skills 
(27%) and transport infrastructure (26%) as by some margin the two most 
significant areas driving investment in regional locations in the UK. 
Furthermore, regional airports have increased their importance in relation to 
what types of transport links have the strongest influence on business 
decisions about investing in the UK and were cited by 36% of investors. 
 

6. Strengthening Scotland’s links within the global economy will bring a wealth of 
new opportunities for trade and investment and attracting visitors and people 
to study and work in Scotland. Following Brexit, this will become even more 
important for long-term growth and prosperity, which, with the new fiscal 
framework, will increasingly determine revenues for Scottish public services. 
 

7. For example, an increase of around 90,000 seats on services between 
Scotland and North America has supported the sharp increase in visitors from 
North America to Scotland over the last year (14%) and their record spending 
level in the Scottish economy of £633m (28% higher than the previous year).  
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8. Connectivity with London is also particularly important for the Scottish 

economy. London is a global financial and business capital, one of the largest 
markets of any city in the world and a global transport hub through which 
many people on their way to and from Scotland continue to travel. 
 

Air Passenger Duty 
 

9. The UK Government has significantly increased APD rates since 2007. Rates 
for short haul travel have increased by around 160% with long haul rates 
increasing by between 225% and 360%. The UK has the highest tax of any 
OECD country for long haul destinations for travel in any class and the UK is 
ranked 137th out of 138 countries for air ticket taxes and charges according to 
the 2015 World Economic Forum’s Travel and Tourism Competitiveness 
Report. For a relatively small, open economy on an island on the edge of 
Europe, which has internationalisation as a key priority, this 
uncompetitiveness would seem to be a counterproductive policy.  
 

10. Other EU countries have already decided that air passenger tax costs the 
economy rather than raises revenues and have removed it. Ireland - with 
which Scotland often competes for trade, investment and tourism - did so in 
April 2014 and had record annual growth in tourism in 2015. The Netherlands, 
Denmark and Belgium have also done so with their air passenger taxes. 
 

11. Edinburgh and Glasgow airports have recovered from the long impact of the 
Great Recession and are successfully growing their international direct routes 
and passenger numbers, capitalising on strong demand in sectors such as 
education, energy and tech. Inverness Airport has also been increasing 
passengers and its links to UK and international hubs. Aberdeen Airport has a 
vital role in the regional economy, for instance in supporting the highly 
important and growing international activity of the oil and gas services supply 
chain, but continues to suffer from the downturn in the sector. Passengers 
numbers at Prestwick are increasing, but are far below their peak levels.  
 

12. The aviation sector is itself a major employer in Scotland, with a wide range of 
positive national, regional and local economic benefits. It has a particularly 
catalytic effect on the key tourism sector. The majority of air services jobs are 
high productivity jobs with the average employee generating £66,178 in GVA 
annually. This is over two times more than the average UK employee.  
 

13. Aviation connectivity priorities for SCDI members include new or more 
frequent European routes and, with the introduction of new aircraft models, 
long haul routes, for example to China, Houston and the US West Coast. 
 

14. Maintaining domestic routes is also important for the Scottish economy. This 
is especially important for Aberdeen due to its economic slowdown and the 
much longer journey times for its surface transport connections with the rest 
of the UK. Connectivity is essential to anchor the oil and gas services supply 
chain in Aberdeen and secure its long-term future as a global energy hub.  
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15. The relatively small size of the potential market in Scotland makes it harder to 
attract and sustain new routes compared to larger markets in the UK and 
Europe. Airlines want new routes to be commercially viable as soon as 
possible. APD, particularly at very high rates, increases the challenge further 
and is a major barrier to developing and maintaining Scotland’s connectivity 
with international and domestic markets. Airlines will instead choose countries 
where the business case is stronger, particularly for long haul routes.  
 

16. Lower rates of Air Departure Tax (ADT) will create a more level playing field 
with European competitors and reinforce the confidence of airlines that new 
routes (especially long haul) will become commercially viable sooner. This 
would give a significant boost to route development. This will make Scotland a 
more attractive place for business, education and research, and tourism.  
 

17. Research reports and international comparisons are a strong evidence base 
for the policy. Key airlines have set out their plans - easyJet has vowed to 
increase flights to and from Scotland by nearly one third if there is a ‘big bang’ 
50% reduction. Early announcement of rates and bands is needed to allow 
airlines to identify and market routes, and airports to plan extra capacity.  
 

18. The current exemption for the Highlands and Islands offsets the higher costs 
of the longer distances, reduced number of rotations, and lower passenger 
load factors so that fares at Inverness are similar to other Scottish airports. 
There are concerns that a reduction in ADT would reduce this advantage over 
the rest of Scotland, leading to more people from the region travelling through 
other airports and a reduction in the region’s connectivity. The Scottish 
Government should consider ways to mitigate this potential impact. 
 

19. Concerns have also been expressed that a reduction in ADT could encourage 
a modal shift from rail to air where the two modes are in competition. 
Government policy, which SCDI supports, is to encourage more people to 
travel by train for environmental reasons where it is a competitive alternative. 
The Scottish Government should work with the UK Government and rail and 
aviation industries to determine the scale of the potential modal shift and, if 
required, consider if anything could be done to mitigate against modal shift. 
 

20. Clearly, competition between air and rail does not apply to services to and 
from the EU and some domestic services. It is important that these benefit 
from the reduction and that a much more complex system is not created. 
 

21. APD can, perversely, lead to some higher emissions by encouraging people 
to travel to airports where there is no APD, such as Amsterdam Schiphol and 
Dublin, to connect to flights rather than taking the most direct route from 
Scotland. Additional flights from the 50% reduction in APD will have an 
environmental impact, especially in the shorter-term. However, through 
Sustainable Aviation, the industry has been making significant progress to 
reduce its emissions and it has shown that significant growth between now 
and 2050 can be accommodated without a substantial increase in absolute 
CO2 emissions. Further improving public transport access to Scotland’s 
airports would help to alleviate any impact on congestion and emissions. 
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Air Departure Tax Bill 
 

22. The Scottish aviation industry is similar to the wider UK industry. The current 
APD is efficient and straightforward for industry and passengers to 
understand. SCDI believes it is sensible for the ADT Bill to maintain the same 
definition of a chargeable passenger, banding and exemptions. This will ease 
the introduction of ADT, compliance and the efficiency of the tax.   
 

23. Significant changes to a regime may force airlines to create tailored solutions 
for Scotland. This would increase uncertainty and reduce the time for airlines 
to identify and market new routes, and for airports to plan capacity 
accordingly. This would potentially erode Scotland’s aviation connectivity. 
 

24. Moreover, the Scottish Government is committed to the abolition of ADT when 
it is considered affordable. It would be counterproductive to undermine the 
economic benefits of the planned initial 50% reduction in ADT by significantly 
changing the model of a tax which has been earmarked for removal. 
 

25. The existing exemption for passengers departing from airports in the 
Highlands and Islands is based on the specific connectivity challenges and 
needs in the region. This should certainly be maintained in the ADT. 
 

26. The two banding capital city system is generally a relatively simple model for 
airlines, businesses and consumers to understand. SCDI has previously been 
informed that it is unlikely to be legally possible to apply more than one band 
within the EU, for example for UK domestic and international services within 
the EU. SCDI would welcome further clarity on this issue, including whether 
Brexit may change the legal positon. SCDI believes that it makes sense for 
the rest of the world outwith the EU to be covered by a single band.  
 

27. SCDI has recognised that there is logic in changing the banding for the capital 
city destination from London to Edinburgh. However, such as switch would 
increase complexity for airlines and, with the Scottish Government committed 
to the abolition of ADT when it is considered financially affordable, it may be 
of short-lived relevance. Any changes to the banding schemes, such as the 
capital, should be careful to avoid raising the costs for passengers on routes. 
 

Gareth Williams 
Head of Policy 
SCDI 
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WRITTEN RESPONSE FROM THE SCOTTISH TOURISM ALLIANCE 

Introduction to the STA  
The Scottish Tourism Alliance is an evolution of the Scottish Tourism Forum which 
was established in 1998 to act as the ‘voice of the tourism industry in Scotland’. The 
Alliance was formed in March 2012 and is recognised by the industry and many 
other stake holders as the overarching industry tourism organisation. 
  
The STA has 275 direct memberships comprising of the tourism industries primary 
associations such the BHA, ASVA, SDMA, CARAVAN CLUB, FSB, SLTA, BH&HPA, 
WILD SCOTLAND, ASSC, and many private business both small and large, DMO’s 
and education establishments, transport operators, banks. The STA directly it 
represents upwards of 12,000 tourism businesses in Scotland. The STA represents 
the views and interests of its membership and others in the tourism industry to 
government ministers, MSPs, and acts as the voice of the industry.  
 
Tourism Scotland 2020 
The STA is also the guardian of the National Tourism Strategy “Tourism Scotland 
2020” which was launched in June 2012, and is responsible for the co-ordination and 
monitoring of its delivery. The strategy Vision is that by 2020, Scotland is “a 
destination of 1st choice for a high quality, value for money and memorable 
customer experience delivered by skilled and passionate people”. The Aim is to 
grow the value of overnight related visitor spend by £1billion by 2020”  The industry 
believe despite challenging times this growth can be achieved but only if the right 
taxation levels , government policies are in place and that there is continued 
investment into infrastructure so that we can remain competitive as a global 
destination.  
 
A key objective of the national strategy is to become more competitive as a 
destination, by growing greater numbers of direct international visitation 
recognising their high level of spend, which in turn will help create more jobs and 
wealth for the wider economy. 
 
To do this the STA has continued to voice the same opinion of the need to reduce 
APD as the organisation did first in its initial response to the Smith Commission. The 
STA continue to highlight this in our Policy agenda for Govt. and have done so again 
in our pre budget letter to the Finance Secretary Derek Mackay. The overriding call 
remains for the Scottish government to reduce the current levels of Air Passenger 
duty being applied by a minimum of 50% or equal to the same amount by other 
means. This includes recognising and maintaining the zero level of APD that is 
already in place for young persons under the age of 16 years. 
 
With the ever changing political landscape and Brexit looming it is in our opinion 
even more important to both capitalise on to ensure growth the tourism expenditure 
into the visitor economy and so to help enable tourism business become more long 
term sustainable and grow that we exploit and put in place the right policy and levels 
of taxation that allow Scotland to be more competitive and more attractive to do 
business in. Whilst currently c62% of our tourism custom is domestic the markets 
that are acknowledged by the industry with the greatest potential for growth are 
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without question those in Europe in the short to medium term and more medium to 
long term those from further afield such as the US, China and India . These 
international visitors also spend the greatest amount of money when they visit. 
 
Furthermore with Brexit looming clearly demonstrating a desire to attract these 
audiences through at least halving or removing all together the current levels of APD 
on both European Short Haul and Long Haul flights respectively. This would in our 
opinion be a very positive statement of intent for the industry and to airlines and 
demonstrate to all that Scotland is open for business.  Equally we would support 
removal of APD on flights to our Islands helping grow year round tourism in a market 
that at times are challenged by ferry capacities and weather.  
 
Our near neighbours Ireland, have enjoyed the political support for total removal of 
APD and a lowering of VAT to 9% from 13%. As a result of this model and 
commitment by the Irish Govt. they have reaped the rewards of double digit year on 
year growth and significant new job creation. The impact of this approach so the STA 
have been informed by our counterparts The Irish Tourism Industry Confederation 
has also driven greater fiscal returns to the Irish Exchequer than when the higher 
rates of APD and VAT were in place.  
The financial projections below that have been worked up by colleagues in our 
opinion demonstrate similar outcomes if the Scottish Government were to be bold 
and apply the reductions in one hit as opposed to a phased approach so to attract 
more routes in.  
 
Growing new routes direct into Scotland through becoming more attractive to airlines 
will also help make Scotland a more appealing and competitive destination for 
increasing Business Tourism already worth £1.9B with potential for much more 
especially given the increase in venue capacity and investments into the city venues 
such as EICC the SEC Hydro and the new AECC. In addition to this we of course 
have a number uniquely placed hotels resorts such as Gleneagles, Crieff Hydro , 
Peebles ,Cameron House, and Old Course St. Andrews where investment has also 
be made to appeal to both the international and domestic business and leisure 
travellers. 
 
In short the STA strongly urge the Scottish government to take a swift course of 
action and  announce that there will be a one hit approach ( not phased ) in applying 
a reduction in APD equal to the 50% reduction in taxation. Reason being is we also 
believe this is the most optimal solution in terms of both economic benefit and 
receipts for the Scottish public purse where: 
 

 The earlier the signal to the airline market that this will happen will attract 
early investment we are told by our colleagues in the airports now likely to be 
2018/19. Sophie Dekkers, UK Country Director for easyJet, re-confirmed the 
airlines commitment to 30% growth in Scotland when she spoke at our 
“Signature Scottish Tourism Week Conference” in March last year so the 
estimates of a 4m passenger benefit included in the attached analysis may 
therefore be conservative.  

 We believe a phased introduction of APD reduction would not attract this level 
of accelerated growth where fewer routes would be started and the benefits 
would get lost in the noise of wider European competition. 
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 This accelerated growth would without doubt generate thousands of jobs that 

would increase income tax and NI receipts which in turn would substantially 
reduce the welfare benefits costs for the country. In our analysis this would 
result in a net BENEFIT to the government purse.  
 

 The return on investment at the economic level is a factor of 3.3 and this 
figure is conservative where this does not include the wider income benefits 
from Income tax and savings on benefits. This return is an extremely 
attractive one for a government investment where we believe there would be 
few if any other opportunities to achieve such a valuable return on 
investment.   

 
The UK is currently ranked 140/141 in the world for holiday cost – largely driven by 
high levels of taxation compared to that of other competitor destinations for Scotland 
to become more competitive.  To have better chance of holding on to market share 
growing new markets reducing APD very least by 50% on European and Long haul 
must in our opinion be acknowledged as the right thing to do most importantly 
without further delay so that the economic gains and  benefits as now enjoyed by our 
near neighbours Ireland can be derived.  
 
For and behalf of the STA  
 
Marc Crothall (CEO) and Stephen Leckie (Chair) 
 
 
 

 
 

 
 
 
 
 
 



Immediate 50% Cut Announced in 2016 and Implemented April 2018

2017 2018 2019 2020 2021

APD lost tax (£m) £0 -£120 -£126 -£132 -£139 CONCLUSIONS

Net Pax gain (m) 1.5 4.0 4.2 4.4 4.6 1 2018 50% reduction announced in 2016 Maximises Financial and Economic Benefits

Average APD £16 £8 £8 £8 £8 2 2018 £120m investment in reduced APD more than offset by: 

APD gain from more pax (£M) £24 £32 £34 £35 £37 Passenger Growth APD gain of £32

Jobs created 3,437         9,165       9,623       10,104    10,609    Income Tax gain of £11

Income tax gained (£m) £4.1 £11.0 £11.5 £12.1 £12.7 Benefits saved of £92

Benefit costs saved £34.4 £91.6 £96.2 £101.0 £106.1 TOTAL Additional Govt Revenue £135

Other benefits (VAT, rates) NET REVENUE £15

Total Govt Income (£m) £62.5 £14.6 £15.4 £16.1 £17.0 3 Economic Growth of £375

4 Return on Investment for NET APD 3.3

Economic Benefit £140.6 £374.8 £393.6 £413.2 £433.9 5 Phased reduction generates less passengers and poorer returns

Return on investment (APD Only) 3.3 3.3 3.3 3.3 Risk that APD reduction never recovered in revenue terms

Return on investment (Net Rev) N/A As cash generative and no investment reqired Positive but lower return on investment at economic level

Phased 50% Cut from 2018-2021

2017 2018 2019 2020 2021

APD lost tax (£m) £0 -£30 -£60 -£90 -£120

Net Pax gain (m) 0.0 0.5 1.0 1.5 2.0

Average APD £16 £14 £12 £10 £8

APD gain from more pax (£M) £0 £7 £12 £15 £16 Assumptions

Jobs created -             1,146       2,291       3,437       4,582       Econ Benefit 1 million pax  (£m) = £94 EAL Economic Impact assessment

Income tax gained (£m) £0.0 £1.4 £2.7 £4.1 £5.5 Jobs per million pax 2,291   EAL Economic Impact Assessment

Benefit costs saved £0.0 £11.5 £22.9 £34.4 £45.8 Income Tax/NI per Job Created £1,200 BiggarEconomics Advice

Other benefits (VAT, rates) Benefit savings per Job Created £10,000 http://www.entitledto.co.uk

Total Govt Income (£m) £0.0 -£10.2 -£22.3 -£36.5 -£52.7 Backghround Pax Growth rate 5% Recent trend

Other tax benefits (e.g. Business Rates and VAT) not included and potential further benefit

Economic Benefit £0.0 £46.9 £93.7 £140.6 £187.4 Average APD (assumed split Long/Short) 16£       

Return on investment (APD Only) 2.9 2.0 1.8 1.7 £13 95% Short Haul Mix assumed

Return on investment (Net Rev) 4.6 4.2 3.9 3.6 £73 5% Long Haul mix assumed
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