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Objectives 

This Island Communities Impact Assessment (ICIA) considers the impacts of the 

Building Safety Levy (Scotland) Bill, which will introduce the Scottish Building Safety 

Levy (SBSL) – a revenue-raising measure to generate funds to support the Scottish 

Government’s Cladding Remediation Programme.  

The Grenfell Tower fire tragedy in London in June 2017 highlighted concerns about 

the safety of medium and high-rise buildings with external wall cladding across the 

UK and demonstrated the need to take action to remediate buildings with unsafe 

cladding. 

The Housing (Cladding Remediation) (Scotland) Act 2024 was introduced by the 

Scottish Government to facilitate the delivery of its Cladding Remediation 

Programme, which aims to identify, assess, and address the safety risks of buildings 

within scope of the Programme.  

Funding cladding remediation presents a shared challenge across all the 

governments in the UK. In order to meet associated costs in England, the UK 

Government legislated through the Building Safety Act 2022 for the introduction 

(through secondary legislation) of a Building Safety Levy on the development of new 

residential buildings. 

The UK Levy will only apply to developments in England, meaning that the Scottish 

Government will receive no consequential funding from its introduction. This creates 

a gap in the funding options available to address cladding remediation in Scotland.  

The Scottish Government set out in its Programme for Government 2024-25 a 

commitment to introduce an SBSL to support the funding of Scotland’s Cladding 



Remediation Programme, following the devolution of the necessary powers which 

was finalised on 19 December 2024. 

The SBSL will be charged on the construction of new residential buildings in 

Scotland, with an estimated revenue target of £30 million per annum. The Bill 

proposes that the SBSL will apply to:  

• New homes built by developers for onward sale

• Purpose built student accommodation and build-to-rent

• The redevelopment of existing buildings for the purposes of providing new or

additional accommodation, irrespective of whether the existing building’s

current or past purpose is/was for non-residential use

The Bill also proposes that the following types of buildings are outside of the scope 

of the Levy:  

• NHS Hospitals, NHS Medical Centres and NHS GP practices

• Non-NHS hospitals and hospices

• Supported Housing, Residential Care Homes, Children’s Homes

• Conversions, improvements to owner/occupied homes and refurbishments

• Refuges and residential domestic abuse facilities for example, rape crisis 

centres

• Criminal Justice Accommodation

• Military Barracks and other Military establishments (including accommodation 

provided for military personnel and their families by or on behalf of the 

Ministry of Defence)

• Hotels, hostels and similar establishments

• Monasteries, nunneries or similar establishments

• Seminaries and other religious colleges which include accommodation

• Drug and/or alcohol treatment centres

• Temporary accommodation for homeless people

• School premises to be used for the sole or primary purpose of housing its 

students

• Social and affordable housing designated at completion

https://www.legislation.gov.uk/uksi/2024/1362/contents/made


• All housing constructed on islands 

Data and stakeholders 

This assessment draws upon existing recent evidence on housing in island 

communities, including the Rural and Islands Housing Action Plan,1 Housing to 

2040,2 and a Local Government, Housing and Planning Committee paper on rural 

and island housing3 which highlight the existing housing challenges in these areas, 

including: 

• Housebuilding in rural and island areas attracts higher construction costs, with 

deliverability affected by construction capacity and supply chain challenges 

• Rural and island communities are facing depopulation challenges, in part due 

to the lack of availability of housing  

• Private developer-led housebuilding in rural and island areas is limited, with 

increased reliance on self-build, community-led housing, affordable housing, 

and smaller developers  

• Identification of affordable and deliverable land opportunities in rural and 

island areas can be more challenging  

• Employers in rural and island areas struggle to recruit staff due to lack of 

available housing 

• Pressures from tourism and the high numbers of second and holiday homes 

are exacerbating the lack of available housing  

Data from Registers of Scotland4 shows that the percentage growth in house prices 

in the past five years was higher for the island regions than for mainland Scotland, 

with a 30% increase (from £140,000 in 2018 to £182,000 in 2023) across the 

Islands, compared to 23% for mainland Scotland (from £151,000 to £185,000) over 

the same period. This is a continuation of trends from previous years. Residential 

sales in the Scottish island regions comprise less than 2% of all sales in Scotland.5 

 
1 Rural and islands housing: action plan - gov.scot 
2 Housing to 2040 - gov.scot 
3 Local Government Housing and Planning Committee 30 April 2024 - Rural and Island Housing 
4 Residential property sales in Scottish Island regions - Registers of Scotland 
5 Residential property sales in Scottish Island regions - Registers of Scotland 

https://www.gov.scot/publications/rural-islands-housing-action-plan/
https://www.gov.scot/publications/housing-2040-2/
https://www.parliament.scot/~/media/committ/8154/PUBLICPAPER1-(1)
https://www.ros.gov.uk/data-and-statistics/property-market-statistics/house-price-statistics/residential-property-sales-in-scottish-island-regions
https://www.ros.gov.uk/data-and-statistics/property-market-statistics/house-price-statistics/residential-property-sales-in-scottish-island-regions


Our primary stakeholders for the SBSL were identified as developers of residential 

properties. However, to ensure a greater understanding of the specific housing 

issues facing island communities, we also sought engagement with rural and island 

local authorities, and organisations and enterprises representing rural and island 

interests. We also engaged internally within the Scottish Government with 

colleagues on the National Islands Plan Team.  

Consultation 

The Scottish Government ran a consultation6 on the SBSL for a period of eight 

weeks. The consultation received a total of 78 responses, predominantly from 

property developer organisations, but also from six local authorities (including two 

island local authorities).7 A partial Business and Regulatory Impact Assessment 

(BRIA)8 was published alongside this consultation. The consultation invited 

responses to a range of open and closed questions on several aspects relating to 

the SBSL, including the strategic context for the tax, scope, calculation, operational 

considerations, and impacts (including a question on potential impacts of the SBSL 

on islands).  

The consultation was accompanied by a programme of engagement with 

stakeholders to facilitate further collaboration with the residential property sector. 

These engagement sessions provided further evidence in addition to views gathered 

through the Scottish Building Safety Levy Expert Advisory Group, comprised of 

representatives from the residential property development sector, as well as 

representatives from relevant professional bodies in connection with tax and local 

government building standards. 

In addition to this strategic engagement, targeted engagement sessions were carried 

out on an ongoing basis throughout development of the policy. These included 

sessions to scope and identify potential impacts of the SBSL on rural and island 

communities, with the following stakeholders: 

• Highlands and Islands Enterprise 

 
6 Scottish Building Safety Levy: consultation 
7 Argyll and Bute Council and Orkney Islands Council. 
8 Scottish Building Safety Levy: partial business and regulatory impact assessment - gov.scot 

https://www.gov.scot/publications/scottish-building-safety-levy-consultation/pages/1/
https://www.gov.scot/publications/scottish-building-safety-levy-partial-business-regulatory-impact-assessment/


• Orkney Islands Council 

• Scottish Land and Estates 

• Shetland Islands Council 

Several respondents to the consultation and stakeholders in engagement sessions 

expressed that island communities face existing pressures on housing that would be 

exacerbated by the SBSL and create disproportionate impacts for these areas. It 

was raised that there are high construction costs associated with building on islands 

which make development viability already marginal, and therefore adding the 

additional cost of the SBSL onto residential development in these areas could 

worsen existing housing challenges in these areas.   

Consultation respondents and stakeholders additionally emphasised the increased 

reliance of rural and island areas on smaller developers, self-builds, and community-

led housing, noting that the impact of the SBSL could be felt more acutely in these 

cases compared to developments carried out by a larger housebuilder. It was raised 

during engagement sessions that some developments in rural and island areas are 

taken forward at a cost to the developer in order to boost the population of the area 

by providing housing, with market values below the cost required for acquisition of 

land and for construction. 

Assessment 

It is our assessment that the SBSL (if applied to island developments) could have a 

disproportionate impact on island communities compared to other communities, due 

to existing housing challenges in these communities. While the Scottish Government 

recognises that many of the issues which affect islands may also apply to 

development in mainland rural areas, discussions with island stakeholders have 

identified an element of greater complexity in housebuilding on islands, and that 

supply chain restrictions and issues are felt more acutely.   

Adjustments 

The Bill provides an exemption from the SBSL for all residential development on 

islands. Exempting all residential development on islands will assist in supporting our 

commitments in the Rural and Islands Housing Action Plan and would be in line with 



Strategic Objective 4 of the statutory National Islands Plan,9 to improve housing on 

islands, specifically Commitment 4.6 to improve access to homes for people looking 

to settle in, or return to, island communities.10 The plan is being refreshed and will be 

laid in Parliament later this year. An island exemption will also reflect the challenges 

currently facing a shrinking housebuilding sector. In contrast, including island 

developments within the scope of the SBSL may exacerbate these challenges. 

Publishing the ICIA 

The ICIA for the Building Safety Levy (Scotland) Bill will be published in English on 

the Scottish Government website.  

Deputy Director sign-off 

Name: Lorraine King 

Date of sign-off: 14 May 2025 

 
9 The National Plan for Scotland's Islands - gov.scot 
10 Housing - National Islands Plan: annual report 2024 - gov.scot 

https://www.gov.scot/publications/national-plan-scotlands-islands/pages/1/
https://www.gov.scot/publications/national-plan-scotlands-islands/pages/1/
https://www.gov.scot/publications/national-islands-plan-annual-report-2024/pages/1/
https://www.gov.scot/publications/national-islands-plan-annual-report-2024/pages/1/


© Crown copyright 2025

This publication is licensed under the terms of the Open Government Licence v3.0 except 
where otherwise stated. To view this licence, visit nationalarchives.gov.uk/doc/open-
government-licence/version/3 or write to the Information Policy Team, The National 
Archives, Kew, London TW9 4DU, or email: psi@nationalarchives.gsi.gov.uk.

Where we have identified any third party copyright information you will need to 
obtain permission from the copyright holders concerned.

This publication is available at www.gov.scot 

Any enquiries regarding this publication should be sent to us at 

The Scottish Government
St Andrew’s House
Edinburgh
EH1 3DG

ISBN: 978-1-83691-628-4 (web only)

Published by The Scottish Government, June 2025

Produced for The Scottish Government by APS Group Scotland, 21 Tennant Street, Edinburgh EH6 5NA
PPDAS1601814 (06/25)

w w w . g o v . s c o t

http://nationalarchives.gov.uk/doc/open-government-licence/version/3
http://nationalarchives.gov.uk/doc/open-government-licence/version/3
mailto:psi%40nationalarchives.gsi.gov.uk?subject=
http://www.gov.scot
http://www.gov.scot

	Objectives
	Data and stakeholders
	Consultation
	Assessment
	Adjustments
	Publishing the ICIA
	Deputy Director sign-off

