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1 Executive Summary

This document is a report prepared by BiGGAR Economics Limited for Registers of Scotland (RoS) on the agency’s impact and contribution to the Scottish economy.

The objectives of this study were to:

· identify the sources of RoS’s economic contribution;

· explain how these impact upon Scotland’s economy; and

· quantify each source of economic impact, where possible.

1.1 Background

RoS is the non Ministerial Department responsible for compiling and maintaining registers relating to property and other legal documents.  Its main aim is to protect the rights of the individual and corporate bodies while providing access to important legal information.  While it administers 16 public registers, the bulk of its work concerns the registration of land and property transactions. 
The work of RoS is dominated by its two main registers which relate to rights in land: the Land Register and the General Register of Sasines.  RoS handles over half a million registration transactions each year
.  The value of the property transfers that it registered in 2007-08 was more than £35 billion with further transactions in excess of £22 billion relating to securities for re-mortgaging and second charges.  These transactions are covered by RoS’s indemnity guarantee.  It also undertook a further £3.9 billion of transactions in the Register of Sasines, which are not covered by its indemnity guarantee.  

1.2 Organisational Impacts

The direct, indirect and induced impacts of RoS together generate 1,997 jobs and a Gross Value Added (GVA) of £85.8 million per annum.

1.3 Wider Economic Contribution

The most fundamental economic effects of the work of RoS lie in its role in providing clarity of ownership through secure and reliable property rights.  This is because security over land has a direct influence on the property market, whether for commercial investment or domestic property through the mortgage market.

We have defined the relationship between RoS, risk, banking and lending in the domestic property market.  A less secure system of security over land will result ultimately in a reduction in lending in the economy.  The analysis presented in this report shows that even a marginal reduction in security could have significant cumulative consequences for the economy.

Similarly, the existence of secure and reliable property rights is fundamental to the workings of the property investment market, and RoS is central to this.

Clarity of ownership is also a fundamental tool in preventing disputes arising over the title or extent of ownership reducing property based litigation.  The reduction in each of these areas has been calculated as £12.6 million as a result of the registration system currently employed in Scotland.  
Another important impact of providing clarity of ownership is in the greater efficiency it facilitates within Scotland’s property based local taxation system.  Our analysis suggests that without RoS the non-collection of Council Tax could equate to £91 million (for financial year 2007-08).

Impacts are also expected as a result of the implementation of the National Property Ownership Service, including preventing Housing Benefit overpayments (worth £2.2 million in the first year rising to £9.6 million in year five) and other benefits to local authorities (which could result in an estimated impact of £4.1 million for in the first year rising to £25.5 million by year 5).

There is a range of wider economic benefits for Scotland delivered by RoS, not just because of its role in clarifying property ownership, but from its other areas of activity.  These include:

· reducing the cost of conveyancing to the economy.  We estimate that there is a total saving of £140 million per annum that would otherwise have to be met through a private insurance-based title protection system;

· providing market information, which delivers a number of economic benefits, including in policy development, and supporting price stability in the property market; 

· enabling knowledge transfer to developing countries, which could ultimately create new markets for the Scottish economy;   

· providing services for genealogy/ancestral tourists, which might amount to a tourism spend of £2 million;

· ensuring community interest is fairly and effectively asserted in the enactment of Community Right to Buy, playing a role in the  economic regeneration or rural areas; and, finally

· as a case of good practice in terms of “efficient government”, bringing together a range of related services in one place, and “modern government” through its strong, commercially-focussed and accessible services to customers.  

1.4 Conclusion

In order to reinforce the economic benefits and economic security provided by all of RoS’s functions and services, the characteristics of a strong registration system need to be upheld.  

The strategic objectives and planned activities set out in RoS’s Corporate Plan are supported by the findings of this study.  The Corporate Plan sets out four areas of activity which will deliver core registration and information business to best effect, increase Land Register coverage, develop services (including electronic services) and commit to business benefits through innovation.  All of these will support the economic benefits described in this report.

2 Introduction

This document is a report prepared by BiGGAR Economics Limited for RoS on the agency’s impact and contribution to the Scottish economy.

2.1 Background

RoS is the non Ministerial Department responsible for compiling and maintaining registers relating to property and other legal documents.  Its main aim is to protect the rights of the individual while providing access to important legal information.  While it administers 16 public registers, the bulk of its work concerns the registration of land and property transactions.  Its work has a long history – the General Register of Sasines was established in 1617.
The economic importance of its function is recognised by RoS; in the Preface to the 2007-08 Annual Report and Accounts, the Keeper notes that: 

“Our fundamental purpose in recording registrations is to safeguard rights.  In May 2007 the new Scottish Government decided to associate us with the Finance and Sustainable Growth portfolio in recognition of our key role in underpinning economic and social stability in Scotland, and thereby contributing to sustainable economic growth.  Our work is complex, and demands high standards. It is vital to the economy and the country that we are here and that we do our work well.”

In fact, the importance of reliable and secure property rights is fundamental to the working of the market economy.  Where such rights can not be secured or where there is uncertainty about their security, it is likely that the economic consequences will be severe, as can be seen in countries where such rights are not secure (for example, some developing countries and in Eastern Europe when the communist system ended).  Indeed the importance of the ease and cost of registering property is recognised by the World Bank “Doing Business” Report, which has “Registering Property” as one of ten areas for which countries are ranked to provide an overall “Ease of Doing Business”
.  
Recognising its economic role, RoS has commissioned this study to gain a deeper understanding of its economic impact and contribution to sustainable economic growth.  

2.2 Study Objectives

The objectives of this study were to:

· identify the sources of RoS’s economic contribution;

· explain how these impact upon Scotland’s economy; and

· quantify each source of economic impact, where possible.

2.3 Study Method

This study has considered the economic contribution of RoS at two levels:

· the impact associated with the existence of the organisation; and

· the impact resulting from or stimulated by its activities.

The methodology for establishing the impact associated with the existence of RoS is well developed and has been applied to a wide range of public and private sector organisations.  As described in Figure 2.1, below, there are three elements to the impact of RoS as an organisation: 

· direct impact – staff directly employed by and the direct turnover of RoS;

· indirect (or supplier) impact – employment and economic activity supported in organisations from whom RoS purchases supplies and services; and

· induced (or income) impact – employment and economic activity supported in the national and local economy by staff spending wages.

These impacts have been quantified using two measures: Gross Value Added (GVA) as a measure of economic output; and employment, expressed as full time equivalent employees (FTEs). 

Figure 2.1 – Economic Impact of Registers of Scotland’s Existence 
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The methodology for establishing the impact resulting from or stimulated by the activities of RoS has involved a mix of desk research and consultations, which took the form of semi-structured interviews.  The interviews and desk research were focussed on establishing the drivers of economic impact of RoS’s services.  They were informed by an initial scoping review, which identified the potential economic contribution of RoS, summarised in Figure 2.2, below.  This shows that the economic contribution made by RoS’s activities will derive from a number of sources, including:

· clarity of ownership and indemnity, which in turn influences property investment, the mortgage market, civil and commercial disputes, and the collection of local property-based taxes;

· transaction costs; and

· market and other information.

Figure 2.2 – Economic Contribution of Registers of Scotland
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These sources of impact identified the areas from which consultees were drawn, listed as “economic agents” in the figure above.  All are individuals with an interest in RoS’s sphere of influence.  These include professionals with interests in the following areas:

· the commercial property market;
· the domestic mortgage market;

· business start-up and development;

· local taxation; and

· genealogy tourism.

The aim of the consultations was to explore the economic contribution made by RoS in each of the areas identified during the scoping review.  A thematic review of the consultation outputs has been undertaken, which along with the desk-based information review has provided a structured analysis of the contribution of RoS to Scotland’s economy.

2.3.1 The Additional Impact of Registers of Scotland

To measure the additional economic contribution of RoS we compared the impact of the land registration system in Scotland (described in section 3) to the impact of an alternative system (outlined in section 4) which could be used to register property rights in Scotland, if the RoS managed system did not exist.  The impact of each was then considered against a number of criteria (see Figure 2.2 above).  

The additional impact of RoS for the Scottish economy was then calculated by taking the current (RoS) system’s impact minus the impact of an alternative system.  Further additional impacts of RoS were measured through analysing the differences in characteristics between the two systems, as shown in the figure below.

Figure 2.3 – The Additional Impact of RoS and the Strength of the Systems Character
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3 OBJECTIVES AND ROLE OF REGISTERS OF SCOTLAND

RoS is a non Ministerial Department which since 1617 has maintained a number of public registers, currently 16, including a central record for ownership of rights over land and property.  It is headed by the Keeper of the Registers of Scotland (the Keeper), who is responsible for compiling and maintaining a number of public registers for legal documents and relating to property.  The work of RoS is dominated by its two main registers which relate to rights in land: the Land Register and the General Register of Sasines.  

3.1 Purpose and Objectives

According to its Corporate Plan (2008-2013), the purpose of RoS is “recording and safeguarding your rights”.

RoS aims to ensure that:  

· the registers for which we are responsible are kept current and accurate;

· public access is provided to all information contained in our registers in ways that meet the needs of our customers;

· we make best use of ICT in our business activities and for the benefit of our customers; and

· our services represent the best value for money possible.”

The Corporate Plan has set four strategic objectives to drive the operation over the next five years, as follows: 

· Objective 1 – Deliver our registration and information business accurately, efficiently, effectively, economically and timeously;
· Objective 2 – Increase Land Register coverage; 
· Objective 3 – Develop our registration and information services in ways that will enable us to fulfil our purpose; and
· Objective 4 – Realise business benefits from continuous improvement and innovation.
In addition, Scottish Ministers have set a financial goal for RoS for 2008-2009. This is: “to achieve a return of 10% on net capital employed over the three-year period ending 31 March 2009.”

3.2 Services

RoS delivers services including: 

· delivery of electronic services both in terms of the provision of information from the registers (listed in section 3.5) and the registration of deeds and applications in the two property registers, the Register of Sasines and the Land Register;

· continued development of the Registers Direct service, an online business to business service that allows for information from the registers to be available electronically (over the five years to 2008 enquires have risen by 50% to 1.9 million in 2007-08); and

· working with other public bodies to deliver improved "joined-up" government, e.g. the HMRC Stamp Office is now co-located in the RoS Edinburgh Customer Services Centre and RoS is working with Companies House to take over a Scottish Register of Floating Charges.
In 1996 RoS was established as a trading fund, self-financing from its own registration and information fees.  This means that its income is dependent on the economic climate and the performance of the property market.  As a result economic trends in relation to the property market are continuously monitored and evaluated.

Fees charged for registration of property and land are set proportionally to the value of the property or land.  Fees vary from £100 on a consideration/value of £100,000 to £7,500 on a consideration/value exceeding £5 million.  

Fees for RoS’s other registers and information fees (for reports, duplicate copy of deeds, searching registers, etc) are fixed fees, depending on what activity is being undertaken.  There is also provision for negotiated fees for specific bespoke services.
3.3 Land Register of Scotland

The Land Register of Scotland was founded in 1979 and is a map-based system which records property on a database online.  This evolved from the previously used Register of Sasines which has been in operation since the 17th Century.  

The Land Register of Scotland is a register of property titles rather than deeds.  First registration on the Land Register involves a one-off examination of the title deed from which a land certificate is created and guaranteed by the state.  The land certificate defines the property extent on the current version of an Ordnance map and gives details of price, current owners, securities over the property (e.g. a mortgage), and conditions affecting the property.  Properties are being continuously transferred from Sasines to the Land Register as they are sold.

3.4 Register of Sasines

Established in 1617, this Register was the mainstay of the Scottish system of land ownership and interests from the 17th Century until 1979 with the introduction of the Land Register on to which properties are now registered on creation or sale.  In 2007-08, 74,804 registrations were conducted on this Register.  Since 1993 all deeds are electronically recorded and in 1997 Search Sheet records from 1875 to 1993 were digitally imaged to enable computerised access.
3.5 Other Registers

RoS maintain three judiciary registers on which 92,382 registrations were conducted in 2007-08.  These registers are: 

· Register of Inhibitions: provides a facility for the registration of a variety of court orders and other legal documents which affect persons (individual, firm, company) and their ability to grant deeds relating to land (due to inhibitions or adjudications).  Primary users of this register include banks, finance houses, mortgage companies, or credit-checking organisations;

· Register of Deeds and Probative Writs in the Books of Council and Session: used for the registration of an original probative or holograph writing (writing authenticated by Scots law) and acts as a safe deposit for important documents which might be otherwise lost; and

· Register of Judgements: where Certificates of Judgments passed in the Courts of contracting States are registered (Civil Jurisdiction and Judgements Act 1982).
There are also eleven other registers managed by RoS: 

· Register of Sites of Special Scientific Interest; contains information on all Sites of Special Scientific Interest across Scotland;

· Register of Community Interests in Land; the Land Reform (Scotland) Act 2003 which allows rural communities to register an interest in buying land related to their communities;

· Register of Protests; when a debtor grants a Bill of Exchange or a Promissory Note and fails to make payment by the due date, a deed (a protest) narrating the facts is prepared by a Notary Public and registered;

· Register of Service of Heirs; enable a heir to prove that he / she is the heir-at-law of an ancestor according to the pre-1964 law of inheritance to the land when there is a break in the progress of title as a result of a person dying without a legal will;

· Register of Great Seal; a seal affixed by ribbon to commissions which the monarch is required to make official;

· Register of Hornings; was used for the recording of Letters of Horning, which were obtained from the Court and formed the authority for publicly denouncing the debtor as an outlaw (Debtor Scotland Act 1987 abolished letters of Horning);

· Register of Cachet Seal; a true copy of the HM Queen's signature, (used to authenticate certain Royal Warrants);

· Register of Prince’s Seal; used to authenticate deeds granted by the Prince and Steward of Scotland;

· Register of Quarter Seal; used only to record gifts of heritable property which fall to the Sovereign as the ultimate heir;

· Register of Crown Grants; Record of grants by Crown Departments or Commissioners of Crown Lands; and 

· Register of Sherriff’s Commissions; Record of Commissions by the Crown in favour of Sheriffs-Principal of Scotland.
4 Alternative Systems of Registration

Best practice in economic impact assessment does not simply quantify the contribution of the organisation being assessed.  Rather consideration is given to the impact compared with a situation where the organisation did not exist – economists refer to this concept as additionality.

In an advanced economy such as Scotland, it would not be reasonable to assume that there would be no system of property registration and indemnity at all if RoS did not exist.  Rather to understand the impact of RoS it is useful to consider a system that might have evolved in its place if RoS did not exist.  This provides comparative data for our economic analysis. 

There are a number of alternative systems, which are either centralised registration systems controlled by government or local government or privatised insurance based systems.  A number of general observations can be made:

· Scotland has a similar system (i.e. central registration system) of registering property to Australia and New Zealand as well as most Western European countries including France, Germany, Spain and Italy;

· the US and Canada both have private title insurance systems of registering property, which are a result of – and to compensate for - a deficiency in the legal system surrounding the ownership of land; and

· where a property rights system has changed in a country it has changed from a private or devolved system of registering property rights to a central publicly supplied one, not the other way round.

The comparator for our economic analysis is currently in operation in the United States, and is a private sector insurance based system of registering property.  This is in operation throughout the US; however it can differ considerably between states depending on the variations in the legal system.  We have selected the system in operation in California.  This is because it has a relatively high degree of regulation in its market, there is good information available about its structure, and prices are relatively competitive compared to systems in other states.

4.1 Title Insurance

Title insurance is a contractual obligation that protects against losses that occur when title to a property is not free and clear of defects.  The terms of the policy define what risks are covered and what risks are excluded from coverage.  Title companies issue policies on all types of commercial and personal property.  Two types of title insurance policies for property are common: a lender's policy and an owner's policy:

· Lender’s Policy – when refinancing a home or taking out a new mortgage, the lender seeks protection for its investment by requiring the purchase of a lender's title insurance policy to protect against losses resulting from claims made by others against the new home; and

· Owner’s Policy – protects the financial interests of the owner in the event of a claim made against the property.

Before issuing a title insurance policy, title companies check for defects in the title by examining public records including deeds, mortgages, wills, divorce decrees, court judgments, tax records, liens, encumbrances, and maps.  The title search determines who owns the property, what outstanding debts are against it, and the condition of the title.  Title companies also handle property closings and hold money in a trust account, also known as an escrow account, until the purchase is complete.

4.2 Fee Structures
There are several different fees relating to the transaction of titles and whether the buyer or seller pays the title policy premium depends on the locality of the property.  For example, in Southern California the seller customarily pays the premium for title insurance whereas in Northern California it is the buyer.

The standard fees (excluding any optional endorsements available) that can be charged for title insurance include:

· Title Homeowner’s Fee – paid for the owner's title insurance policy that protects the buyer of the home; 

· Title Lender’s Fee – charged for a lender's title insurance policy that protects the lender's security interest in the property; and
· Escrow Fee – paid for the escrow
 process in a home purchase.
There are also several discounts that are available when buying title insurance some of which are as follows: professional discounts (for lawyers, engineers, teachers etc); first-time homebuyer’s discount; senior citizen discount; concurrent rate discount for lenders; and owner’s policy and short-term rate.

4.3 Regulation

Premiums are regulated in California (this differs between states) whereby every title insurer, underwritten title company (agent for one or more title insurance companies), and controlled escrow company must file its schedule of rates, forms, and rate modifications with the Insurance Commissioner at least 30 days before the rates become effective.  This is designed to lower the price for the consumer as they can compare rates, which in theory will differ because each company's loss experience and expenses differ, so the rates will differ as well.

The California Department of Insurance, which is responsible for enforcing many of the insurance-related laws of the state, provides information and advice to consumers and actively investigates any claims of fraud or unfair practices.

5 Organisational Impacts

There are three elements to the impact of RoS as an organisation: 

· direct impact – staff directly employed by and the direct turnover of RoS;

· indirect (or supplier) impact – employment and economic activity supported in organisations from whom RoS purchases supplies and services; and

· induced (or income) impact – employment and economic activity supported in the national and local economy by staff spending wages.

These are considered in turn in the sections below and expressed in terms of both GVA as a measure of economic output and employment. 

The starting point for the analysis of the organisational impacts of RoS was data received from them, such as turnover, employment numbers, suppliers and services purchased and employment costs.

However, the impact assessment also considered some other economic concepts:

· leakage – any impacts which benefit those outside of the area being considered (in this case Scotland).  The analysis in this section assumes that the direct activities all take place within Scotland but makes some assumptions on leakage of some of the indirect and induced benefits; and
· displacement – any impacts that would otherwise be delivered by other organisations in the economy or in other markets should also be discounted from the assessment.  In this case, labour market displacement was considered.  However, the analysis assumes that the levels of employment at RoS relative to total employment within Scotland are not sufficient to cause labour market displacement.
5.1 Direct Impact

The direct employment generated by RoS has been calculated by converting full and part-time employment into full time equivalent (fte) employment.

The GVA of RoS has been estimated by subtracting supplies and services from the income of RoS.

The direct organisational impact has been expressed at a Scottish level in the table below.  The table shows that over the past five years RoS have on average employed 1,358 employees producing a turnover of £74.8 million and generating a GVA of £57.4 million.

Table 5.1 – Direct Organisational Impact (Scotland)

	Impact 
	Current (2007/08)
	Average (2003 -2008)

	Employment (ftes)
	1,299
	1,358

	Total Turnover (£m)
	72.2
	74.8

	Total GVA (£m)
	52.3
	57.4


Source: Registers of Scotland

5.2 Indirect Impact

The indirect organisational impact is articulated in terms of the economic output and employment which is supported by RoS.  

The first step in calculating the indirect impact is to determine the main categories of supplies and services purchased.  This is shown in Table 5.2 below.

Table 5.2 – Value of Purchases (£m)
	Category of Good / Service Purchased
	2007-08
	Average (2003 -2008)

	Supplies
	               0.6 
	               0.6 

	Professional Services
	               1.5 
	               1.3 

	IT Services
	8.2
	6.6

	Other Services 
	5.7
	4.9

	TOTAL
	              16.0 
	              13.5


Source: Registers of Scotland

The indirect impact has been calculated through firstly calculating the employment generated from this through dividing the total value of purchases by the amount of turnover (value) required to support one FTE job (turnover per employee).   This was then multiplied by an employment multiplier to generate the employment supported in the supply chain.  Both the turnover per employee and employment multiplier have been applied to each category of purchase varying depending on the industry the purchase was from.

The indirect GVA was calculated by multiplying the employment generated by the GVA per employee in the relevant industry sector.
A medium leakage assumption of 25% has been applied to the GVA and employment figures to take account of supplies and services purchased from outwith Scotland.  The purchases listed here do not take account of the source of purchase and so using Scottish Enterprise Guidance a medium level of leakage was estimated as it is assumed that “a reasonably high proportion of the benefits are retained within the target area”. (No leakage, a low, high or very high level of leakage were thought to be not appropriate.)
The indirect impact of the increase in employment and GVA throughout the supply chain in Scotland is presented in the table below.

Table 5.3 – Indirect Organisational Impact

	Impact 
	Current (2007-08)
	Average (2003 -2008)

	Value of total purchases (£m)
	16.0
	13.5

	Leakage (%)
	25%
	25%

	Indirect GVA of purchases (£m)
	10.3
	8.6

	Indirect Employment (fte)
	249
	211


Source: Registers of Scotland, Annual Business Statistics, Scottish Input-Output Tables 2004 (Type 2 Multipliers)

5.3 Induced Impact

The induced impact of RoS is the economic output produced and employment supported from employees’ spending.  

RoS’s wage costs are summarised in the table below.  

Table 5.4 – Wage Costs (£m)
	
	2007-08
	Average (2003 -2008)

	Registration Salaries
	              26.6 
	              24.6 

	Registration Overtime Payments
	               1.3 
	               1.5 

	Corporate Salaries
	              10.2 
	               9.5 

	Corporate Overtime Payments
	                  0.4 
	                  0.3 

	Total Wages 
	              38.5 
	              35.9 


Source: Registers of Scotland

To estimate the total induced impact we have firstly made an assumption that 77% of the total wage of employees is spent in Scotland (i.e. 23% of spending is leakage to other economies, including, for example, holidays).  This assumption is based on a survey conducted by BiGGAR Economics on the spending patterns of the staff of another Scottish public sector agency.  That survey also provided us with assumptions on the sectors in which the employee spending is likely to take place (based on spending on categories including housing, utility bills, food and groceries, entertainment, clothing and transport).  
As with the indirect impacts, the induced employment impact was calculated by applying turnover per employee and employment multipliers to this spending.  The GVA impacts were calculated by applying GVA per employee figures. 

The total induced impact on employment and GVA of employee spend in Scotland is presented in the table below.
Table 5.5 – Induced Organisational Impact
	Impact
	Current (2007-08)
	Average (2003 -2008)

	% of wage spent*
	77%
	77%

	Total Wage Spend (£m)
	29.8
	27.8 

	Induced Employment
	458
	427

	Induced GVA (£m)
	21.2
	19.8


Source: Registers of Scotland, BiGGAR Economics Assumptions, Scottish Input-Output Tables 2004 (Type 2 Multipliers), Annual Business Statistics

5.4 Summary

The direct, indirect and induced RoS organisational impacts are summarised in the table below.  The table shows that the organisational impact of RoS is 1,997 jobs and a GVA of £85.8 million per annum.

Table 5.6 – Summary of Organisational Impact

	Impact
	Employees (ftes)
	GVA (£m)

	Direct
	1,358
	57.4

	Indirect
	211
	8.6

	Induced
	427
	19.8

	Total
	1,997
	85.8


Source: BiGGAR Economics Analysis
6 Economic Contribution – Clarity of Ownership

The work of RoS is dominated by its two main registers which relate to rights in land: the Land Register and the General Register of Sasines. According to its Corporate Plan
, the Agency handles over half a million registration transactions each year.  The value of the property transfers that it registered in 2007-08 was more than £31 billion with further transactions in excess of £22 billion relating to securities for re-mortgaging and second charges (in 2006-07).  These transactions are covered by RoS’s indemnity guarantee.  It also undertook a further £3.9 billion of transactions in the Register of Sasines, which are not covered by its indemnity guarantee.  

These figures reflect RoS’s role in ensuring that a sound system of land registration underpins the Scottish economy and enables sustainable economic growth.  This Chapter looks in more detail at this role in sustainable economic growth, exploring the economic impacts resulting from or stimulated by the activities of RoS.  In particular we consider here the economic contribution that is driven by the clarity of ownership provided by RoS’s land and property registration services.  The contribution of its other services and registers is considered in Chapter 7.

6.1 Risk and Lending

In the domestic mortgage market the lender takes a charge over the property concerned as a security over the loan.  In Scotland, this security on the loan in the majority of cases is registered with RoS.  It is possible to illustrate the relationship between RoS, risk, banking and lending by making some assumptions about what might happen if the title over loan security was not as rigorously applied as it is currently.  

Security over land has a direct impact on the mortgage market because it impacts upon the capital weighting allocated to the mortgage.  If the security is not fully effective, then the lender would need to allocate more capital to the mortgage, and the costs to the lender and borrower would be greater.

This arrangement is set by the Basel II regulation, originally published in 2004 and updated regularly since.  The purpose of Basel II is to create an international standard that banking regulators can use when creating regulations about how much capital banks need to put aside to guard against risks.  Basel II sets risk and capital management requirements designed to ensure that a bank holds capital reserves appropriate to the risk the bank exposes itself to through its lending and investment practices.  These rules mean that the greater risk to which the bank is exposed, the greater the amount of capital the bank needs to hold to safeguard its solvency and overall economic stability.  The cornerstone of Basel II, the “New Basel Accord”, is that a regulated organisation’s minimum capital requirements shall be 8% of risk-weighted capital.

According to the Council of Mortgage Lenders, the total value of lending in Scotland in 2008 was £11.7 billion.  If we make a broad assumption that all of this is lent on a capital ratio of 8%, this could mean a value of capital held against these loans of £0.9 billion.  Therefore, for every million pounds of capital held, there might be £12.5 million in lending in the economy.  This is illustrated in the table below.

Table 6.1 – Capital and Lending in Scotland 

	
	

	Annual Value of Lending in Scotland (£m) 2008*
	11,700

	Capital Ratio**
	8%

	Value of Risk-Weighted Capital (£m)
	9.4

	Possible value of lending for every £1m of Capital (£m)
	12.5


Source: *Council of Mortgage Lenders, **Basel II Regulations

If RoS did not exist, then it could be argued that there would be less reliable security on mortgage loans.  Higher risk and lower security for the lender is likely to result in more capital having to be allocated by the lender to the loan.  This, in turn, might result in a reduction of lending in the economy.  Using the above table as a basis to illustrate this relationship in numerical terms, £1 million less on the balance sheet of a bank could result in £12.5 million less lending in the economy.

These figures should not be taken as a quantitative economic impact of RoS.  Rather, they illustrate the logic of the relationship between RoS, risk, banking and lending.  This demonstrates that even a marginal reduction in security and marginal increase in risk can have significant cumulative consequences for the economy.  
While we have considered here the consequences on the mortgage market, a similar argument could be constructed for lending to businesses who borrow for investment.  Such investment is a significant driver of economic growth, demonstrating the importance of security of property rights for economic stability and prosperity.

6.2 Risk and Investment
The investment made in property in Scotland is significant.  In 2007-08 over £31 billion was invested in Scottish property and land, of which £5.2 billion was commercial property investment, as shown in the table below.

Table 6.2 – Investment in Scottish property and land

	
	2007-08

	Commercial
	                  5,230 

	Land*
	                  2,398 

	Other**
	                     240 

	Residential
	                23,503 

	Total Investment (£m)
	31,371


Source: Registers of Scotland,* includes Farms / Estates / Forestry, ** includes schools & hospitals

Investment decisions are influenced by potential yield, the cost of investment and the risk attached to either of these.  Consultations for this study with property investment specialists confirmed that the existence of secure and reliable property rights is fundamental to the workings of the property investment market.  

The relationship between risk and investment is clear although complex to quantify, with less security resulting in a higher risk investment.  A number of factors influence security of investment, including:

· the efficiency and effectiveness of the registration system;

· the effectiveness of the legal system; and 

· the level of political stability.

Having an efficient registration system guarantees security to the investor, reduces disputes and litigation, and leads to improved services by lawyers and property professionals by minimising the resources necessary for investigation of property rights and charges.

According to our consultees, there is no significant difference in risk associated with different developed countries that have an efficient registration system which, with the support of the legal and political system, guarantees property rights.  The decision to invest would be largely determined by other economic and environmental factors.

There are, however, other factors which are of interest to foreign investors when examining countries’ registration systems.  These are the transparency of each system and its ‘ease of use’.  RoS’s impact on investment is therefore related to its efficiency in handling information and the process of registration itself, its transparency and level of information it provides.  However, it is not possible to quantify the impact its activities may have on investment.  

6.3 Civil and Commercial Disputes
A major benefit of registration of title is the certainty that comes from a State-backed guarantee of that title.  The Land Registration (Scotland) Act 1979 enables RoS to pay compensation to a person who has suffered a demonstrable loss because of certain events, including errors and fraud, that render the Land Register inaccurate.  The general effect of the Act is that, in a dispute, it is usually the registered proprietor who retains the property. The person who, but for the inaccuracy, would have been the true proprietor, is able to claim indemnity for the loss of their right to the property.  The compensation payable may cover losses incurred such as legal expenses incurred by the affected party in addition to the value of the property.
Disputes which occur over the title or extent of ownership regarding property usually are concerning neighbours who both have a claim to a piece of land.  Some disputes appear in front of the Land Tribunal rather than court where people have a claim against the Keeper.  

Of all the cases regarding a dispute over ownership of property brought to court each year, around a quarter concern fraud.  There are two main types of fraud which arise.  The majority of fraud cases are against commercial organisations, for example mortgage lenders (due to a party feigning ownership to gain access to a mortgage).  There are also cases where a party may feign ownership to sell a property, which normally have domestic links (for example, a wife selling the family property while the husband is abroad or vice versa).
Two new cases occur, on average, every month with around 50 on-going cases at any time.  Of these 50, RoS is likely to be involved actively in half with the other half being disputes over the ‘facts’ concerning ownership; in these RoS monitors progress and only rarely gets directly involved.    

The majority of litigation cases before the Lands Tribunal do not go the full way and are typically settled.  The claimant may typically spend in the region of £5,000 to £10,000 in legal fees (and RoS £4,000 to £5,000).  If the outcome of the case requires the claimant to be compensated by RoS then the compensation includes their legal expenses.  However, if the claimant goes on with case and loses then they may be required to reimburse RoS’s legal costs.
The table below illustrates the cost of fraud and litigation to RoS or the claimant.

Table 6.3 – Cost of Disputes per instance in Scotland 

	
	Per instance 
	Per month

	Average Cost of Litigation – claimant* (£)
	5,000 – 10,000
	500 – 1,000

	Average Cost of Litigation – RoS** (£)
	4,000 – 5,000
	400 – 500

	Cost of Disputes (£) (Average Value of property)*
	153,623


Source: *Registers of Scotland, **BiGGAR Economics assumption based on RoS data
The cost of litigation per annum in Scotland has been estimated multiplying the average number of cases at any one time with the appropriate cost of litigation per month then by 12 to give the annual cost of litigation to RoS and the claimant.  
The cost of fraud per annum has been estimated by taking the average number of new cases involving fraud per annum (which has been assumed equal to a quarter of all new cases of fraud and litigation per annum) and multiplying this by the average value of the property concerned (based on the average value of property in Scotland of £153,623).

This was then compared to the estimated cost of disputes under an alternative Registration system (Californian system).  The total cost of fraud and litigation per annum in California (US) was based on the average of the direct incurred losses on premiums for title insurance companies per annum over five years ($147.7 million).  This was then adjusted to take account of the differences between the Californian and Scottish populations to estimate the cost of disputes which may have occurred in Scotland using an insurance based system of registration.  This was estimated as £14.3 million per annum, as can be seen in the table below.
Table 6.4 – Total Cost of Disputes in Scotland under each system 

	(£000’s)
	Registers of Scotland
	Alternative System

	Total Cost of Litigation (£000s)
	810
	-

	Total Cost of Disputes (£000s)
	922
	-

	Total Cost of Disputes & Litigation (£000s)
	1,732
	14,295

	RoS Net Saving per annum (£000s)
	12,563


Source: BiGGAR Economics Assumptions, California Dept. Of Insurance
The difference between the two costs is £12.6 million
, which represents the reduction in litigation and prevention of fraud achieved because of guaranteed system of Land Registration operated by RoS, as opposed to having a title insurance-based registration system.  
One reason why disputes may be significantly lower with the Scottish system is that there is double-check mechanism.  The system in Scotland induces this through having a middleman (solicitor) who checks the transactions before RoS carries out its own checks, which increases the likelihood that any error or irregularity will be spotted.  Whereas in California’s insurance based system, only one body (the title insurance company) carries out a security check on the title.
6.4 Local Taxation

RoS is a source used by local authorities in the collection of Council Tax.  Council Tax revenues are significant.  In 2007-08 for Scotland as a whole, the total amount of Council Tax billed (excluding Council Tax Benefit) was £1.940 billion.  Of this total, £1.829 billion was collected by 31 March 2008
.
According to the Scottish Government, the provisional Council Tax collection rate for 2007-08 was 94.2%, a 0.4% increase from the previous year.  The collection rates ranged from 88.0% for Glasgow City Council to 97.7% for Orkney Islands Council
.

Glasgow City Council’s Senior Officer for Council Tax was a consultee on this study.  He confirmed the role that the RoS plays in the collection of Council Tax and the impact RoS has on the collection rate for local taxation.  The Registers are an important tool used to confirm ownership, and to trace owners where Council Tax correspondence is returned.  

Without RoS the Council would rely more heavily on Sheriff Officers, the electoral role, and other debt collection strategies.  The cost of collection of these difficult cases would be higher, and collection rates likely to be lower.

According to our consultee RoS is involved in securing 5% to 10% of payments.  If we assume the Registers play a role in collection across Scotland of the more conservative 5% of Council Tax payments, we can suggest that without RoS the non-collection of Council Tax would equate to £91,425,800 across Scotland (for financial year 2007-08).

6.5 Housing Benefits

Similar benefits are expected from the implementation of the National Property Ownership Service with RoS delivering matched, timely and accurate property ownership information to each of Scotland’s local authorities.  

As part of this service RoS will aide local authorities to address difficulties experienced in processing housing benefit forms and with housing benefit overpayments (among other covered in sub-section 6.6).  
Firstly, through supplying this service RoS is predicted to make a significant impact in helping local authorities to achieve the government target for processing benefit claims within 14 days.  During the 2005/06 period not a single local authority within Scotland achieved their target of 14 days to process claims and only 7 of the 32 Scottish Local Authorities managed to process claims within 28 days.  This was partly due to the time lag experienced in receiving accurate property information.

The new proposed service could, in certain circumstances, deliver property ownership data up to 50 days earlier to local authorities and thereby reduce processing time for some housing benefit claims significantly.  Furthermore, by reducing the administrative effort required to process property ownership data it is envisaged that such effort saved could help reduce processing time further.

Secondly, RoS could have a significant impact on reducing housing benefit overpayments which are affected by a number of property ownership verification issues.  The potential benefits
 of the RoS service are quantified in the table below. 

Table 6.5 – Housing Benefit Projections (£)
	Benefit
	Year 1
	Year 5

	Scotland Average LA 
	134,782
	601,899

	Total Scotland LA’s
	2,156,517
	9,630,377


Source: ‘Property Ownership Service Transformation Government Feasibility Study’, RoS, CEC & BT Joint Steering Group, 30th October 2006

6.6 Other Impacts of the National Property Ownership Service
As well as producing housing benefit efficiency savings the National Property Ownership Service can benefit local authorities in the following ways:
· property conservation and the implementation of the Housing (Scotland) Act 2006 – local authorities now have designated powers to issue maintenance orders to address sub-standard properties within the private housing sector.  However, authorities experience difficulty in ascertaining property owner details where property owners are liable for such charges causing operational difficulties;
· verifying financial assessments for residential care - where people require social support (such as residential care for elderly people in care homes) there is a requirement to undertake a financial assessment to determine whether they are eligible for the council to pay for their care.  Owning property is considered to be an asset which could be sold to pay for such care, provision of accurate and timely property ownership information could be used to automatically produce a ‘hot list’ of assessments which require investigation from a property ownership perspective;

· other financial collections – local authorities are required to bill and collect revenues for various reasons (besides council tax etc) for example social care, commercial property rentals, etc.  Occasionally, if collection proves difficult there may be a need to litigate to recover monies owed and property ownership information can assist in this.  (The Tenements (Scotland) Act 2004 requires local authorities to acquire accurate and timely property ownership information);
· planning developments, notifications and enforcements – the potential benefits of this have yet to be examined however they may be in the following areas; asset management, major development planning, enforcement of building warrants and standards, and planning and notification; and
· Registered Landlords Scheme – in 2006 the Scottish Government introduced a scheme to register landlords with the aim of removing the worst landlords and giving tenants confidence that their landlords uphold standards thereby improving the private rented market.  The property ownership service could be of value in that it could be used as a source to cross check landlord declarations and to provide hotlists for inaccurate and or missing declarations.
RoS through providing accurate and timely property ownership information is projected to produce efficiency benefits
 for local authorities which are quantified in the table below.
Table 6.6 – Local Authority Benefit Projections (£)

	Benefit
	Year 1
	Year 5

	Scotland Average Local Authority 

	Property Conservation
	25,308
	379,620

	Financial Assessments for Residential Care
	206,516
	1,096,419

	Other Financial Collections
	22,607
	120,021

	Total
	254,431
	1,596,060

	Total Scotland Local Authorities

	Property Conservation
	404,929
	6,073,928

	Financial Assessments for Residential Care
	3,304,249
	17,542,707

	Other Financial Collections
	361,708
	1,920,337

	Total
	4,070,886
	25,536,972


Source: ‘Property Ownership Service Transformation Government Feasibility Study’, RoS, CEC & BT Joint Steering Group, 30th October 2006

6.7 Summary

RoS provides clarity of ownership over property.  Clarity of ownership impacts upon the Scottish economy in four areas, as follows.

6.7.1 Reducing Risk Associated with Lending
According to the Council of Mortgage Lenders, the total value of lending in Scotland in 2008 was £11.7 billion.  Security over land has a direct impact on this mortgage market.  Without the security offered by RoS it could be argued that there would be less reliable security on mortgage loans.  This, in turn, might result in a reduction of lending in the economy.  Even a marginal reduction in security can have cumulative consequences for the economy.  There is a clear logic in the relationship between RoS, risk, banking and lending.  

6.7.2 Reducing Risk Associated with Investment
In 2007-08 over £31 billion was invested in Scottish property and land, of which £5.2 billion was commercial property investment.  The existence of secure and reliable property rights is fundamental to the workings of the property investment market, and RoS is central to this.

Having an efficient registration system guarantees security to the investor, reduces disputes and litigation, and leads to improved services by lawyers and property professionals.  
RoS’s impact on investment is related to its efficiency in handling information and the process of registration itself, its transparency and level of information it provides.  However, according to our study consultees, it is not possible to quantify the impact its activities may have on investment.  
6.7.3 Minimising Fraud and Litigation
The prevention of fraud is influenced by the accuracy of the registration system.  If a registration system accurately defines property rights then fraud becomes more difficult to perpetrate and easier to detect.  Similarly, the accuracy and efficiency of the registration system influences both the cost and incidence of litigation.

The reduction in fraud and litigation achieved with RoS compared to a title-insurance based system is an estimated £12.6 million per annum.
6.7.4 Increasing Collection Rates for Local Taxation
RoS plays an important role in the collection of Council Tax.  The Registers are an important tool used to confirm ownership, and to trace owners where Council Tax correspondence is returned, or where tax demands are disputed.

Assuming RoS is involved in securing 5% of Council Tax payments across Scotland, we can suggest that without RoS the non-collection of Council Tax would equate to more than £91 million (for financial year 2007-08).

6.7.5 Housing Benefits

The National Property Ownership Service which involves RoS aiding councils to address difficulties they are experiencing in processing housing benefit forms and with housing benefit overpayments.  The estimated impact in the first year of RoS assuming this responsibility is a saving of £2.2 million and in year five this could rise to £9.6 million.
6.7.6 Other Impacts of the National Property Ownership Service

The National Property Ownership Service would involve RoS providing services such as:
· property conservation and the implementation of the Housing (Scotland) Act 2006;

· verifying financial assessments for residential care;

· other financial collections;

· planning developments, notifications and enforcements; and

· Registered Landlords Scheme.

RoS’s involvement in carrying out activities associated with the above could result in a projected impact of £4.1 million saved for local authorities in year one and in year five this could rise to £25.5 million.
7 Economic Contribution – Other services

Chapter 6 considered the economic contribution driven by the clarity of ownership provided by RoS’s land and property registration services.  RoS services drive other economic impacts through a number of its services and registers.  These include the role RoS plays in influencing the cost of conveyance, the impact of the market information it provides, and wider services to the genealogy tourism market, to those developing registry systems in developing economies, and to community interest bodies who wish to buy community land.  In addition, the existence of an agency that holds many accessible registers contributes to the efficient and modernising government agendas.  These issues are considered in this Chapter.   
7.1 Cost of Conveyance

The cost of conveyance is the cost incurred by a party to transfer property rights when a purchase is made.  In Scotland the cost of conveyance includes the registration fee charged by RoS and a legal fee.

The impact on the cost of conveyance can be quantified through estimating the extent to which conveyance charges may increase if RoS did not exist and a private insurance based system had developed in its place.  To do this the private system is represented by our comparator in California.  The calculation involves comparing the average cost per transaction of the Californian system with the average cost of conveyance in Scotland (presented in table 7.1 below).  

Table 7.1 – Average Cost per Transaction by Value of Property (£)
	
	Under £125k
	£125k - £250k
	£250k - £500k
	£500k - £2m
	£2m+

	Scotland

	Registration fee 
	110
	300
	450
	700
	5,167

	Legal fee
	450
	450
	465
	495
	495

	TOTAL
	560
	750
	915
	1,195
	5,662

	California

	Homeowner policy
	577
	857
	1,510
	2,340
	3,646

	Title lenders fee
	229
	303
	491
	740
	1,063

	Escrow fee
	487
	458
	664
	1,100
	1,032

	TOTAL
	1,293
	1,618
	2,664
	4,181
	5,741


Source: Registers of Scotland & Californian Dept. of Insurance Survey of Title Insurance

The total cost per transaction charged under each system was then multiplied by the average total number of transactions over four years (2004-05 to 2007-08) which occurred in Scotland.  The difference between the total conveyance cost which would be charged under both systems is the saving made by the existence of RoS.  
The net saving is shown in Table 7.2 below.  This shows a net saving of over £140 million per year.  This saving is reflective of the value of money saved by individuals and businesses, which can be otherwise spent within the Scottish economy.

Table 7.2 – Saving under Registers of Scotland 

	
	Registers of Scotland
	Alternative System 

	Total number of transactions in Scotland
	156,289
	156,289

	Commercial 
	5,286
	5,286

	Land
	4,281
	4,281

	Other
	586
	586

	Residential
	146,136
	146,136

	Total Cost of Conveyance per Annum (£m)
	107.3
	247.5

	Net Saving (£m)
	140.2


Source: Registers of Scotland & Californian Dept. of Insurance Survey of Title Insurance

7.2 Market information
A wide range of market and registry information is provided to customers from a range of spheres, including:

	· academics
	· assessors

	· building societies & financial
	· central government

	· construction
	· estate agents

	· local authorities
	· property

	· market researchers
	· media

	· solicitors
	· surveyors

	· police authorities
	· HMRC

	· Department of Work & Pensions


Providing accessible information regarding registers, transactions, price and other forms of market data can help to inform the decisions of policy makers, investors and citizens.  The economic effects of influencing people in these areas are described below.

7.2.1 Planning and Development Policy

Property market information informs planning and development policy.  Such information is important during the establishment of Development Plans, both Local Plans and Structure Plans.  Development Plans specify how much development will take place, where development will be positioned and where development will not be allowed.  Market information is important in informing such strategic planning documents.

7.2.2 Local Council Land Development

Accurate land ownership information could help the council avoid issues arising around Section 75 of the Town and Country Planning (Scotland) Act 1997 (section 75).  Having accurate and reliable knowledge of who owns property rights related to particular land can save time, money and emotional distress to both the local council and owner involved in cases where complexities surrounding land ownership arise.
7.2.3 Investor Decision Making

The provision of and establishing the understanding of property market information should lead to more informed decision-making on the part of purchasers, and therefore prices will more accurately reflect the value of the asset
.  

RoS therefore has the potential to impact the market through supplying market information in an informative context.  Ill-informed decisions by purchasers stem from a lack of awareness or understanding of the market.  

Raising awareness of longer-term market trends may help alleviate speculation in the short-term and lead to more price stability. 

7.2.4 Accuracy of Information

As the information supplied by RoS becomes increasingly accurate and more reliable this should bring greater security and certainty to the market in terms of definite ownership of property rights.  Even combining information in the future such as the Land Register with the Register of Inhibitions and Adjudications could lead to early warning systems being developed on whether, for example, a property right is tradable.

Measures such as these could lower transactions costs such as the legal cost of conveyance (as the number of security checks may not be necessary in the future).

7.3 Genealogy Tourism Market
Ancestral and genealogy tourism is a growing market in Scotland and is expected to be particularly important in 2009 with the ‘Homecoming Scotland’ campaign and events.  There are an estimated 50 million people of Scottish descent around the world.  The motivation of most people who come here to explore their descent is to experience physically the birthplace of their ancestors and to study historical records first hand.

Tourists may wish to verify information they have found online, and find out as much factual information as possible including inscriptions on gravestones, census records, photographs of places, and local sources like newspapers.
Genealogy was the motivation for an estimated 260,000 tourist trips to Scotland in 2001.  The average length of stay was an estimated 13.5 nights (compared with 4 nights for others) generating a total spend of £153 million.  Overall ancestral tourists account for 2% of all visitors to Scotland and 5% of the overall Scottish tourism spend
.

RoS provides a service to this industry as it keeps and supplies historical records of land which can be easily accessed.  What proportion of tourism or tourist impact can be attributed to this is difficult to quantify due to the diversity and combinations of reasons motivating people during their visit.  

However even if we assumed just 1% is attributable to RoS then this would amount to 3,200 tourists and spending of £2.1 million in 2007.
7.4 Advice and Knowledge Transfer to Developing Nations

Property rights form part of the business environment in this country.  This affects productivity and employment and influences investment.  RoS has spent time providing valuable advice, transferring knowledge and strengthening the system for registering property (and therefore investment security) in Eastern Europe and other developing nations.  This has helped improve the business environment in these nations.

As well as being beneficial to the developing nation, in the long-term this can also create new markets for Scottish firms, generating demand to enable expansion of existing firms and opportunities for new ones.

There are many factors which contribute to strengthening the business environment of these countries, and it is difficult to determine to what extent RoS has contributed to this.  However, there is a strong argument to support the notion that in developing a secure system of property registration, RoS does contribute to the economic stability and growth of such countries and export demand generated for Scotland as a result.  

7.5 Community Right to Buy 
The Community Right to Buy relates to Part 2 of the Land Reform (Scotland) Act 2003.  The purpose of Part 2 of the Act is to provide opportunities for Community Bodies to register an interest in land and to buy land for the benefit of the local community when that land becomes available to purchase.  It enables Community Bodies, formed as Scottish companies limited by guarantee, to own the land for the local community. 

To take advantage of the right to buy, communities must submit an application form to register an interest in rural land.  All applications to register an interest in land are recorded in the Register of Community Interests in Land (RCIL) held by the RoS.  RoS also maintain a register of agricultural tenants who have registered their interest in buying the land they rent. 
Areas purchased under the right to buy legislation have seen improved economic performance and increased investment.  These are predominantly rural areas, including Assynt, Eigg, Gigha and Knoydart.  The Assynt Foundation was the first group to use the new legislation when, in December 2004, it was granted the right to buy the Glencanisp and Drumrunie estates, together with the 14-bedroom Glencanisp Lodge.  The Foundation successfully raised the £2.9 million needed to buy the land within the timescale of the Act.
While it is not possible to quantify the impact of RoS’s role in the economic regeneration that has been stimulated by the Community Right to Buy, there should be recognition of the role of the Agency in ensuring community interest is fairly and effectively asserted.
7.6 Efficient and Modern Public Services 

The existence of RoS affords a range of advantages from keeping 16 Registers in one place.  In particular, there are efficiencies from keeping a wide range of information in one accessible location.  If RoS did not exist as a stand alone organisation, the 16 Registers could be distributed around various public and private sector organisations.

Scotland’s Efficient Government Plan was published in November 2004 and outlined the then Scottish Executive's strategy for improving the efficiency of the Scottish public sector.  Shared Services remain a key element of the efficiency agenda.  The Government expects that a large proportion of efficiency gains to be delivered by a much wider application of Shared Services.  Shared Services includes the centralisation or consolidation of similar activities in one location.   And in a Shared Services model, these service activities will be run like a business, delivering services to internal/external customers at a cost, quality and timeliness that is competitive with alternatives.

Alongside Efficient Government, there is also a Modernising Government agenda. An important part of the modernising government agenda is to create market based service delivery.  This means providing access to public services with the same ease as other commercial transactions – with a similar focus on customer service. 
There is no doubt that RoS could be presented as a case of good practice in terms of “efficient government”, bringing together a range of related services in one place, and “modernising government” through its strong, commercially-focussed services.  

7.7 Summary

There are six areas in which RoS creates wider economic effects.  These are summarised below.

7.7.1 Cost of Conveyance
The impact on the cost of conveyance can be quantified through estimating the extent to which conveyance charges may vary if RoS did not exist and a private insurance based system had developed in its place.

The cost of conveyance to individuals and businesses is lower in Scotland under RoS than it would be under a private insurance based system.  The total saving to individuals and businesses is £140 million per annum, which can be otherwise spent within the Scottish economy. 
7.7.2 Market Information

There are three ways in which RoS impacts and can impact the economy to the benefit of the public and private sector as well as individuals.  These are:

· policy decisions: market information informs planning and development policy;

· investor decision-making: increasing understanding of property market trends leading to price stability; and

· accuracy of information: enhancing the accuracy of information could lead to lower costs of conveyance as the credibility and reliability of property rights increases.
7.7.3 Advice and Knowledge Transfer to Developing Nations

RoS actively allows developing nations to benefit from its experience and knowledge, helping to develop the registration systems in other countries.  This enhances the ‘business environment’ in these countries creating conditions for wealth and employment to increase.  This also could create new markets from which the Scottish economy could benefit through exports.   
7.7.4 Genealogy Tourism Market

RoS provides a service for genealogy/ancestral tourists through preserving important historical records.  Assuming 1% of the tourism per annum of the genealogy/ancestral market is attributable to RoS then this could amount to an estimated 3,200 tourists per annum and a spend of £2.1 million.

7.7.5 Community Right to Buy

While it is not possible to quantify the impact of RoS’s role in the economic regeneration that has been stimulated by the Community Right to Buy, there should be recognition of the role of RoS in ensuring community interest is fairly and effectively asserted.
7.7.6 Efficient and Modern Public Services

RoS could be presented as a case of good practice in terms of “efficient government”, bringing together a range of related services in one place, and “modernising government” through its strong, commercially-focussed and accessible services to customers.  

8 Conclusions

The objectives of this study were to:

· identify the sources of RoS’s economic contribution;

· explain how these impact upon Scotland’s economy; and

· quantify each source of economic impact, where possible.

We have quantified the impacts on the economy from RoS’s operation and assessed and described the wider economic contribution of its functions and services.  This allows us to consider how RoS might best serve Scotland’s economy in the future, discussed below.

8.1 Organisational Impacts

On average for the last five years, the direct, indirect and induced impacts of RoS have generated 1,997 jobs and a GVA of £85.8 million per annum.

8.2 Wider Economic Contribution

The wider economic contribution of RoS emanates from its impact upon:

· clarity of ownership and indemnity, which in turn influences property investment, the mortgage market, civil and commercial disputes, and the collection of local property based taxes;

· transaction costs; and

· information relating to the commercial and residential  property both current and historic.

The fundamental economic effects of the work of RoS lie in its role in providing secure and reliable property rights.  This is because security over land has a direct influence on the property market, whether for commercial investment or domestic property through the mortgage market.

The scale of the mortgage market in Scotland is significant, with the total value of lending at £11.7 billion in 2008.  We have defined the relationship between RoS, risk, banking and lending in the domestic property market.  With a less secure system of land and property ownership, the capital weighting allocated to mortgage loans would be likely to be higher than it is currently, resulting ultimately in a reduction in lending in the economy.  The analysis presented in this report shows that even a marginal reduction in security could have significant cumulative consequences for the economy.

The picture is similar in the commercial property market which is also of a significant size.  In 2007-08 over £31 billion was invested in Scottish property and land, of which £5.2 billion was commercial property investment.  The existence of secure and reliable property rights is fundamental to the workings of the property investment market, and RoS is central to this.  In the absence of an efficient property rights registration system the consequences for a market of this scale and worth could have severe consequences for the whole economy.
Clarity of ownership is a fundamental tool in preventing fraud and reducing property based litigation.  The reduction in each of these areas has been calculated as £12.6 million as a result of the registration system currently employed in Scotland.
Another important impact of providing clarity of ownership is in the greater efficiency it facilitates within Scotland’s property based local taxation system.  The Registers are an important tool used to confirm ownership and to trace owners.  Our analysis uses consultation evidence to make an assumption that RoS is involved in securing 5% of Council Tax payments across Scotland.  Therefore, without RoS the non-collection of Council Tax could equate to more than £91 million (for financial year 2007-08).

A final impact of providing clarity of ownership is RoS’s potential role in providing services for LA’s as part of the National Property Ownership Service.  One of these is providing services to improve the collection of housing benefits.  RoS could speed up the processing of benefit claims, lower administration costs and have a significant impact on reducing housing benefit overpayments which are affected by a number of property ownership verification issues.  Through doing this RoS could make a projected saving of £2.2 million in the first year rising to £9.6 million in year five.
RoS could potentially supply other important services to LA’s through using the administrative and records skill set it has developed and using the information RoS maintains in its registers.  This could result in an estimated impact of £4.1 million for LA’s in the first year rising to a projected £25.5 million by year five.
There are a range of wider economic benefits for Scotland delivered by RoS, which do not derive from its role in clarifying property ownership.  These can be summarised as follows:

· the cost of conveyance to individuals and businesses is lower in Scotland under RoS than it would be under a private insurance based system, with a total saving to individuals and businesses of £140 million per annum, which can be otherwise spent within the Scottish economy;

· RoS provides market information, which delivers  benefits in three ways: informing to policy decisions, particularly in the planning system; improving understanding of the property market, so supporting price stability; and providing accurate information that reinforces all of the impacts discussed in this report; 

· RoS’s knowledge transfer to developing countries enhances the ‘business environment’ in these countries and could ultimately create new markets from which the Scottish economy could benefit;   

· RoS provides a service for genealogy/ancestral tourists.  Assuming 1% of the annual genealogy/ancestral market is attributable to RoS this could amount to an estimated 3,200 tourists per annum and an annual spend of £2.1 million;

· there should be recognition of the role of RoS in ensuring community interest is fairly and effectively asserted in the enactment of Community Right to Buy, with a role to play in the  economic regeneration that has been stimulated by it; and, finally

· RoS should be presented as a case of good practice in terms of “efficient government”, bringing together a range of related services in one place, and “modern government” through its strong commercially focussed and accessible services to customers.  

8.3 Reinforcing the Economic Benefits

This study has identified and explored a range of economic benefits provided by RoS.  Some of these have been quantified, as follows:

· organisational impacts with an GVA of £85.8 million;

· a reduction in civil and commercial disputes, worth £12.6 million to the economy each year; 

· preventing the avoidance of Council Tax, possibly worth more than £90 million each year;

· preventing Housing Benefit overpayments, worth £2.2 million in the first year of the National Property Ownership Service, rising to £9.6 million in year five;

· other benefits to local authorities associated with the National Property Ownership Service which could result in an estimated impact of £4.1 million for in the first year rising to £25.5 million by year five;
· a potential saving on the annual cost of conveyance in Scotland of £140 million per year;

· contributing to the genealogy/ancestral market which estimated to have a value of  £2 million per annum in tourism spend.

While these provide an impressive list of economic impacts, they are likely to be dwarfed by the impact that RoS has on the domestic and commercial property markets in Scotland.  These impacts are very difficult to quantify, but the research has left no doubt that without RoS’s services and the secure and reliable property rights it underpins, the risks in these markets would be higher, with disastrous consequences for the Scottish economy.  

The reliability and security of the Land Register and the General Register of Sasines is of fundamental importance to Scotland’s economy.  It is important that their role is protected.   

The characteristics of a strong registration system should be upheld in order to reinforce the economic benefits and economic security provided by all of the Agency’s functions and services.  These characteristics are:

· accuracy and reliability of information;

· transparency of the system;
· credibly trusted by both professionals and the public;

· accessibility; 
· efficiency; and

· innovation.

These fit closely with the strategic objectives of RoS, described in its Corporate Plan (2008-2013).  In fact, the strategic objectives and planned activities set out in the Corporate Plan are supported by the findings of this study.  The Corporate Plan sets out four areas of activity which will deliver core registration and information business to best effect, increase land register coverage, develop services (including electronic services) and commit to business benefits through innovation.  All of these will support the economic benefits described in this report.
8.4 Maximising the Economic Impact

In the section above, the need to reinforce the economic benefits and security provided by the agency through upholding the characteristics of a strong registration system is emphasised.  This section considers whether there are actions that could be taken to strengthen these characteristics and maximise the economic impact of RoS.  These include:

· investing in the IT system – with a focus on investments that save time for RoS staff in processing transactions and the time that it takes to process a transaction overall;
· identify and address market barriers – for example in the case of organisations and people moving to Scotland ensure that the process of purchasing property rights is simple to understand and easily adaptable from other countries with different systems (and ensure that such information is easily accessible);
· knowledge transfer – working to become a symbol of best practice and providing guidance on (for example) handling information, transferring knowledge of this to businesses and other public sector bodies;
· accelerate the implementation of the National Property Ownership Service – working with local authorities to supply information which would help them collect tax, enforce standards on landlords and help ensure property conservation;
· enhancing skills and capacity – continuously enhance the opportunity of staff to develop their professional and personal skills; and
· sourcing supplies and services – while there will be an expectation that RoS’s procurement of supplies in services achieves good value for money, there may be value in considering whether procurement procedures mean that the barriers to local suppliers (including smaller businesses) are minimised.
Another area of opportunity that could increase the economic impact of RoS might be to consider whether there are other roles that RoS could take on.  RoS already manages 16 registers and has highly developed expertise and experience in the storing and management of records.    There are many areas of the public sector where there are requirements to maintain records and documents, whether in physical or electronic form.  There may be opportunities to achieve efficiencies in the public sector if RoS was to offer its expertise to other public sector agencies.

While RoS would need to take care that any such initiatives did not impact of RoS’s core operation, there may be increasing opportunities for such new responsibilities as efficiency gains free up skilled staff resources for higher value activities.
8.5 Decision Making and Economic Impact

While it is recognised that few decisions made by RoS will be driven primarily by economic impact considerations, the contribution that RoS will make to the performance of the Scottish economy in the future will be maximised if the economic implications of decisions made are understood and considered.  
The following framework will assist RoS decision makers to consider the potential economic impacts of decisions made, whether they primarily affect organisational structure, service delivery, information provision or organisational development.
Figure 8.1 – Decision Making Framework
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� Registers of Scotland Corporate Plan, 2008 - 2013


� The 2009 Doing Business Report ranks the UK in 22nd place for “Registering Property”, behind countries such as Saudi Arabia (1st), Georgia (2nd), Palau (17th) and Mongolia (20th) but ahead of most other EU countries.


� Registers of Scotland Corporate Plan, 2008-2013


� ibid.


� In the US system escrow is a service which provides the buyer and seller with protection in the handling of funds and documents in the property transaction (including preparing the deed or other documents, propagating taxes, interest and insurance according to escrow instructions, secures release of any contingencies imposed in the escrow, records deeds as instructed, requests issuance of the title insurance policy, prepares final accounting statements for the parties, disburses funds as authorised).


� Registers of Scotland Corporate Plan, 2008 - 2013


� Please Note – this number (both US and Scotland estimates) is only inclusive of fraud cases which go to court not where victims may not have a chance to do this.


� Scottish Government Statistics Publication Notice Economy (Local Government Finance): Council Tax Collection Statistics 2007-08, Table 2: Summary of in-year Council Tax percentage received, by year to which the bill refers: Scotland and Local Authorities.


� ibid.


� ‘Realistic scenario’ benefit numbers (optimistic and pessimistic scenarios not included) with uptake of service for the average LA calculated as follows – yr 1 20%, yr 2 40%, yr 3 60%, yr 4 80% and yr 5 100% uptake .


� Again, only the ‘realistic scenario’ benefits presented in the table below


� Lack of information or asymmetries in information is one of the most common-place market failures.


� VisitScotland Market Research, Ancestral Tourism Initiative
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