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Glossary

e Anchor institutions are organisations that play a key role in a local
economy, often due to their scale, ownership of land and buildings, being key
employers in the area, and / or due to their spending power. They are
generally connected to the place in terms of their activities and their physical
location. Examples include local authorities, NHS boards, universities and
colleges, enterprise agencies, housing associations, community planning
partners, large local businesses, and third sector organisations.

e Carbon credits are tradable instruments certified by governments or
independent certification bodies that represent the right to emit a set amount
of carbon dioxide or the equivalent amount of a different greenhouse gas.
Carbon credits can be generated from activities that reduce or sequester
carbon from the atmosphere, such as tree planting and peatland restoration,
and can be sold on voluntary carbon markets.

e Carbon offsetting relates to the process of reducing net emissions by
generating carbon credits or purchasing them on voluntary or mandatory
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e Carbon insetting is when landowners generate their own carbon credits that
can be quantified and reported as an internal offset or ‘inset’ for landowners,
therefore reducing their own net emissions.

e Carbon sequestration relates to activities that remove or sequester carbon
from the atmosphere. These include nature-based solutions such as tree
planting, as well technology based-solutions such as bioenergy with carbon
capture and storage (BECCS).

e Carbon reduction relates to activities that avoid or reduce carbon emissions
that would have otherwise been emitted from carbon sources. Examples
include limiting deforestation and restoring peatlands.

e Community Wealth Building is a people-centred approach to local economic
development, which redirects wealth back into the local economy, and places
control and benefits into the hands of local people. Developed initially by the
Democracy Collaborative in the United States, and championed in the UK by
the progressive economics think tank Centre for Local Economic Strategies
(CLES), Community Wealth Building aims to ensure the economic system
builds wealth and prosperity for everyone through local economic systems
change.

e Just transition is defined by the Scottish Government as both the outcome
and the process that must be undertaken in partnership with those impacted
by the transition to net zero, to achieve a fairer and greener future for all. It



supports a net zero and climate resilient economy in a way that delivers
fairness and tackles inequality and justice.

Mandatory (or compliance) carbon markets are used by companies and
governments that are legally mandated to offset their emissions. They include
emission trading systems (ETS) (i.e. “cap and trade” mechanisms) which
create a market to buy and sell allowances that permit emissions in order to
comply with legal requirements associated with the reduction of GHG
emissions. Mandatory, compliance-based carbon markets are typically
regulated by international, national, or sub-national governments or
associated entities.

Nature-based solutions are solutions to societal challenges such as climate
change that involve working with nature. Examples include tree planting to
sequester carbon and restoring coastal habitats to mitigate floods.

Natural capital refers to the stocks of renewable and non-renewable natural
assets, including geology, soil, air, water, and plants and animals, and the
flow of ecosystem services from those assets.

Public Commons Partnerships refer to co-owned and co-governed assets
where a common association is established to make decisions and oversee
resources independently from — but in partnership with — state authorities.

Voluntary carbon markets enable companies and individuals to purchase
carbon credits on a voluntary basis with no intended use for compliance
purposes. Voluntary carbon markets are typically regulated by independent
certification organisations.
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Executive summary

The Scottish Government has set out bold ambitions to deliver a just transition to net
zero emissions of all greenhouse gases by 2045, scale up Community Wealth
Building, create a wellbeing economy, and deliver inclusive growth across Scotland.
How Scotland’s land is owned, used and managed will play a key role in determining
whether this vision is achieved.

In this paper we explore how the ownership and governance of land in Scotland
needs to evolve if the Scottish Government is to deliver on its stated policy
objectives. We begin by examining how the shift towards net zero is transforming
Scotland’s rural land market, and find that the emerging value associated with
carbon and natural capital is contributing to soaring demand for rural land in
Scotland. This rising demand, together with high timber prices and subdued levels of
supply, is putting significant upwards pressure on prices for all types of rural land.
We also examine how future developments in carbon and other natural capital
markets could impact Scotland’s land market. Although there remains a considerable
degree of uncertainty surrounding prices in the voluntary carbon market, we find that
as it stands there is a broad consensus that prices will increase over the coming
decades. As well as generating potentially large financial rewards for landowners
from the generation of carbon credits, it is likely that, in the absence of policy
intervention, this will also put further upwards pressure on land values. This could be
further fuelled by the emergence of new natural capital markets, which could create
additional revenue streams for landowners in Scotland and therefore put further
upwards pressure on land prices.

Given the expected growth of carbon offsetting and other natural capital markets in
Scotland, a key question relates to how the value generated from these activities will
be captured and distributed. Under Scotland’s existing legal framework, ownership of
land confers the right to generate carbon credits and exploit natural capital
opportunities — and to reap the associated financial rewards. As a result, the
question of who owns land in Scotland will play a vital role in determining how the
value associated with Scotland’s natural capital potential will be captured and
distributed.

Over the past year there has been much debate over the rise of so-called ‘Green
Lairds’ in Scotland. The term ‘Green Laird’ has no formal definition, however it is
typically used to describe individual and corporate investors that have purchased
land in Scotland with the stated intention of delivering some kind of environmental
benefit, often alongside other goals. In practice however, there are a wide range of
actors in Scotland’s land market that aim to deliver some kind of environmental
benefit, operating with many different motivations and business models. In order to
move beyond the high-level debate surrounding ‘Green Lairds’, we develop a
framework for examining the range of different business models being deployed by



environmentally-oriented landowners in Scotland, and explore their primary
motivations and activities with reference to a number of case studies.

We then consider the extent to which different landowner business models align with
the principles and objectives of Community Wealth Building. We find that community
ownership delivers the strongest alignment with Community Wealth Building due to
the fact that it is rooted in place; encourages local, broad-based ownership; has the
potential to generate large local multipliers and minimise economic leakage; embeds
collaborative approaches to decision making; and delivers inclusive, well paid jobs.
Community ownership therefore provides an effective means of ensuring that wealth
that is created in Scotland is retained and redirected back into local communities. In
contrast, we find that absentee corporate and individual ownership delivers the
weakest alignment with Community Wealth Building.

We argue that scaling up a Community Wealth Building approach to land reform can
help deliver on a number of the Scottish Government’s policy objectives, including
delivering a just transition to net zero, promoting a wellbeing economy, and tackling
the cost of living crisis. In order to achieve this however, we argue that fundamental
reforms to the ownership and governance of land in Scotland are required. Our key
policy recommendations are summarised in the table below.

Summary of policy recommendations

Recommendation

Expected impact

A new statutory power to apply a public
interest to all landholdings in Scotland above a
certain scale and/or concentration should be
introduced, backed up by the power to issue
compulsory sale orders for existing
landholdings that fail to meet the test’s criteria
as a last resort.

Diversify Scotland’s highly concentrated pattern
of land ownership and ensure that the
governance of land in Scotland is aligned with
Community Wealth Building and the principles
set out in the Scottish Land Rights and
Responsibilities Statement.

Public acquisitions of land via Forestry and
Land Scotland and Crown Estate Scotland
should be significantly scaled up, and
compulsory purchase powers should also be
strengthened to enable public bodies to
acquire land for the purposes of achieving
sustainable development. k!

wE

Enable more of the value of Scotland’s natural
capital potential to be captured for public benefit
rather than it being extracted by absentee
investors, and create opportunities to break up
large estates into smaller sites, which can be
transferred or sold to local communities in
support of Community Wealth Building
objectives.

Options for creating a mandatory system of
certification for carbon credits should be
explored to ensure much greater scrutiny of
sellers and buyers. Additionally criteria for
carbon credit generation should also be
monitored on an ongoing basis.

Prevent ‘greenwashing’ by ensuring that
suppliers of carbon credits are delivering carbon
sequestration that is genuinely additional, and
that purchasers of carbon credits are only
offsetting emissions that are genuinely
unavoidable.




All land should be brought onto the valuation
roll, and non-domestic rates should be applied
to all wooded land. Agricultural land should
remain exempt from non-domestic rates for the
time being, but this should be reviewed
periodically. In addition, the rate of LBTT on
rural land transactions should also be
equalised with that paid on residential
transactions, and a surcharge introduced on
land holdings over a certain scale threshold.

Address longstanding distortions in Scotland’s
land market that reinforce a highly concentrated
pattern of ownership; and raise revenue that
can be used to scale up Community Wealth
Building approaches to local development
across Scotland.

The Scottish Government should set out a
long-term ambition to replace non-domestic
rates with a Land Value Tax, and lay the
groundwork for this by making efforts to
address the associated practical barriers
during the current parliamentary term.

Enable more of the value of Scotland’s natural
capital potential to be captured for public benefit
while incentivising the efficient use of land and
generating revenue to support policy objectives,
including those relating to Community Wealth
Building.

Funding for community initiatives should be
scaled up via the establishment of a new
Community Wealth Fund. Communities should
be invited to submit funding applications to the
fund which would be assessed on the basis of

[l

Provide new sources of funding for community
initiatives to compliment the Scottish Land
Fund, and scale up Community Wealth Building
approaches to local development across
Scotland.

The benefits of establishing a new National
Wealth Fund should be explored, learning from
international experience of sovereign wealth

eEL

Ensure that a share of the value generated from
Scotland’s natural capital is invested for the
long-term in the national interest, generating
revenue that can be used to support public
policy objectives including those relating to
Community Wealth Building.

The Scottish National Investment Bank should
establish a dedicated fund to support
community owned initiatives that would be
tailored to the specific needs and context of the
sector.

Address the challenges community initiatives
face accessing finance, which acts as a
significant barrier to scaling up Community
Wealth Building approaches to local

[l

A cap on the amount of public grants that any
single landowner or beneficiary can receive
should be introduced, and eligibility criteria for
grants relating to woodland creation and
peatland restoration should be reviewed to
ensure alignment with public policy objectives.

Ensure that public funds are being used
effectively to promote policy objectives such as
Fair Work, Community Wealth Building and the
principles outlined in the Land Rights and
Responsibilities Statement.

Community Right to Buy powers should be
strengthened, including examining the scope to
enable communities to purchase land at below
market value under certain limited
circumstances. In addition, Public Commons
Partnerships (PCPs) should be explored as a
potential model for pursuing partnership

Rl

Scale up land ownership models that are
aligned with Community Wealth Building
principles, and help diversify Scotland’s highly
concentrated pattern of land ownership.




The Scottish Government should explore new
measures to enhance transparency in the land
market and prevent off-market land sales
happening under the guise of secrecy. It
should also increase efforts to establish
accurate, up to date data on land values,

Provide local communities, policymakers and
other key stakeholders with accurate
information about Scotland’s land market, which
in turn will empower local communities and
facilitate more informed policy decisions.




1. Introduction

The Scottish Government has set out ambitious plans to cut greenhouse gas
emissions to net zero by 2045." Similar targets have now been embraced by more
than 130 countries worldwide, as well as numerous domestic and multinational
companies.?

The global embrace of net zero targets represents a welcome step forward in the
fight against climate change, but it also poses numerous challenges. Foremost
among these relates to the recent surge in investor demand for rural land. Cutting
net emissions can be achieved by two means: firstly by reducing gross emissions,
and secondly by ‘offsetting’ emissions by acquiring carbon credits generated by
activities that reduce or sequester carbon, such as woodland creation and peatland
restoration. Scotland — with its large rural land mass, concentrated pattern of land
ownership, lightly regulated land market, and favourable tax and subsidy regime —
has quickly become one of the most attractive destinations for investors seeking to
purchase land for carbon offsetting capital purposes.

The phenomenon of large investors purchasing land in Scotland is not new. But the
recent surge in demand for rural land in Scotland will have significant implications for
Scotland’s natural environment and local communities. Over the past year prices for
rural land in Scotland have skyrocketed, raising concerns that the recent surge of
investment is exacerbating longstanding problems associated with Scotland’s highly
concentrated pattern of land ownership. At the same time, the emerging value
associated with Scotland’s carbon and natural capital potential raises questions
about how the rewards arising from it should be distributed. Although the Scottish
Government has committed to delivering a just transition to net zero, scaling up
Community Wealth Building, and delivering inclusive growth across Scotland, there
is growing concern that Scotland’s largely unregulated land market is a major barrier
to achieving these goals.

In this paper we provide an examination of how the shift towards net zero across the
world is transforming Scotland’s rural land market. We explore the key global and
domestic drivers underpinning the surge in demand for rural land in Scotland, and
assess the future implications for Scotland’s rural land market. We review the
business models being deployed by different types of rural landowners in Scotland,
and assess the extent to which they are consistent with Community Wealth Building.
We find that there is a growing disconnect between the trajectory of land market
activity and the Scottish Government’s stated policy objectives, and conclude that
addressing this requires fundamental reforms to the ownership and governance of
land in Scotland. The rest of the paper proceeds as follows:
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e In section 2 we provide a brief overview of how the global embrace of net zero
targets has triggered a surge in demand for carbon offsetting, and outline the
Scottish Government’s key recent commitments surrounding climate change,
nature restoration, and a just transition.

e |n section 3 we review recent trends in Scotland’s land market, and explore
how growing demand for land for carbon offsetting and other natural capital
purposes is impacting prices and ownership patterns.

e In section 4 we examine how consensus forecasts around rising carbon prices
and the emergence of new natural capital markets could impact Scotland’s
rural land market.

e In section 5 we examine the range of business models being deployed by
environmentally-oriented landowners in Scotland, and explore their primary
motivations and activities with reference to a number of case studies.

e In section 6 we present Community Wealth Building as an alternative
framework for guiding a just transition to net zero, assess different models of
land ownership with Community Wealth Building principles, and outline the
opportunities of harnessing a Community Wealth Building approach to land.

e In section 7 we examine how a range of different policy levers could be used
to scale up Community Wealth Building and deliver a just transition to net
zero.

e |n section 8 we conclude with a series of concrete recommendations for
policymakers.

2. Carbon offsetting and the drive to net zero

In recent years many countries and businesses around the world have embraced net
zero targets. However, in practice reducing net emissions can be achieved by a
combination of two means: firstly by reducing gross emissions, and secondly by
‘offsetting’ emissions by acquiring carbon credits generated by activities that reduce
or sequester carbon. Increasingly, businesses and governments have turned their
attention to carbon offsetting as an indirect approach to emission reduction. This
process involves generating carbon credits from activities that reduce or sequester
carbon from the atmosphere such as woodland creation and peatland restoration.
Carbon credits are a financial instrument representing the ownership of one metric
tonne of carbon dioxide equivalent. Carbon credits can then in turn be held, retired,
or turned into a tradable financial asset, allowing landowners to sell them on
voluntary carbon markets.
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Although different forms of emissions trading have been around for over three
decades, today the accelerated drive towards net zero is generating a boom in
voluntary carbon markets, fuelled by a commitment to ‘nature-based solutions’. This
is where a monetary value is placed on natural capital ‘assets’ such as forests,
through which investors can reap financial returns for managing said assets
sustainably.34.56 While the global carbon offset market remains relatively small, its
growth in recent years has been rapid, and it is predicted to grow substantially in the
years ahead.”

Protecting the climate and environment is of course vital, but how we do so — and
who benefits — matters, and the rise of carbon offsetting as a solution to the climate
crisis poses a number of challenges. Firstly, there is a significant risk that
governments and companies turn to carbon offsetting as an alternative to the more
challenging — but more urgent — task of rapidly reducing direct emissions. By
enabling polluters to offset some emissions while continuing to profit from carbon-
intensive activities, critics have labelled the growth of offsetting by large polluters as
little more than an exercise in greenwashing — essentially providing a licence to
pollute.®° The oil and gas sector, for example, is expected to invest heavily in carbon
offsetting over the coming years, and the sale of carbon offsets to third parties could
potentially generate a viable revenue stream for heavily polluting firms.

There are also practical limitations to the current approach to carbon offsetting.
Oxfam International research found that if the net zero pledges of just four fossil fuel
companies — BP, Eni, Shell and TotalEnergies — were to be met by offsetting, land
equivalent to over twice the size of the UK would be required for tree planting.™
Additionally, the complexity of environmental breakdown poses inherent challenges
to quantifying it through financial modelling and natural capital frameworks.'? There
is an additional risk that the current drive towards carbon offsetting could push
investors towards ‘quick fix’ projects that do not assess these interconnected factors,
meaning they may ultimately fail to effectively restore, or in some cases may actively
harm, natural ecosystems.

In Scotland, a range of new policy and legislative commitments have been
introduced in recent years to respond to the climate, environmental and biodiversity
crises. The Scottish Government has pledged to reach net zero by 2045 and has
been supportive of a just transition to end Scotland’s “contribution to climate change
in a way that is fair and leaves no one behind.”'® This was reflected in the creation of
a Minister for a Just Transition, Employment and Fair work role,' and in the Climate

Change Act 2019, which sought to embed the principles of a just transition.®
In 2020, the Scottish Government updated its Climate Change Plan in response to

the climate emergency, with targets for land use featuring heavily in the revised plan.
The government has now committed to increasing woodland creation to 18,000
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hectares in 2024/25. with the aim of “ensuring that forestry and woodlands play an
important role in cutting emissions and sequestering carbon.” 16

The updated plan also reiterated previously announced measures to scale up
peatland restoration. In early 2020, the Scottish Government announced a £250
million ten-year funding package to support land management initiatives that seek to
restore peatlands to their original state, with a goal of restoring 250,000 hectares of
degraded peat by 2030.'” The rural job creation potential of peatland restoration is
significant. It is estimated that over 3-5 years starting in 2021-22, peatland
restoration linked to the government’s investment commitment of around £25 million
annually will help support around 200 full time equivalent contractor and delivery jobs
in Scotland.® Progress on peatland restoration to date, however, has fallen behind
targets. While the Scottish Climate Change Adaptation Programme target was set for
restoring 20,000 hectares of peatlands annually, only 6,000 hectares of degraded
peatland were restored in 2018-19 and 2019-20."°

Most recently, the Scottish Government’s March 2022 National Strategy for
Economic Transformation identified encouraging private investment in natural capital
as a key priority. The strategy notes that investing in natural capital and the land-
based economy can help tackle the climate and nature crisis, while “creating new
opportunities for nature-based businesses and jobs, spreading the benefits of a just
transition” to rural and island economies.?°

On 31 March 2022 the Scottish Government published Interim Principles for
Responsible Investment in Natural Capital which sets out a framework for how this
vision will be achieved in practice.?’ The interim principles include a number of
recommendations for natural capital investors, including:

e Investment in and use of Scotland’s natural capital should create benefits that
are shared between public, private and community interests, contributing to a
just transition.

e Investment and management decisions should support Community Wealth
Building by reinvesting value in local economies to their long-term benefit.

e |f seeking to secure carbon units or natural capital value, investors should
consider whether ownership of land is necessary. Where possible they should
consider opportunities for management agreements and
collaboration/partnerships with communities that can deliver wider social and
economic benefits.

Despite this range of commitments on climate change and natural capital, a March
2022 report to the Scottish Parliament by the Committee on Climate Change noted
that while Scotland’s vision was welcome, “more needs to be done to translate
ambition into actions that are commensurate with the scale of the challenge.”??
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3. Scotland’s rural land market: key features and recent developments

In this paper we aim to provide a detailed examination of how the shift towards net
zero across the world is transforming Scotland’s rural land market. In order to
explore how the transition to net zero is impacting Scotland’s land market however, it
is important to consider the distinct characteristics of the land market. The way that
land markets operate is most decisively shaped by the laws, institutions and political
history of particular nations, and so varies widely around the world.?3 In Scotland, the
ownership and governance of land has evolved over time, and today is characterised
by a number of distinct features that are closely intertwined with its politics, history
and geography.

Most obviously, Scotland has a large rural land area: 98% of Scotland’s land mass is
classified as either ‘remote rural’ or ‘accessible rural’.?* In mid-2020, 91% of
Scotland's population lived in settlements and localities — meaning urban or

built-up areas of Scotland — which made up 2.3% of Scotland's total land area,
according to National Records of Scotland.?® Landownership in Scotland is also
concentrated to an usually large degree. As with the UK as a whole, the archaic
patterns of land ownership that were swept aside in other nations by revolution and
revolt survive largely intact in Scotland to this day. Despite the progress made by
multiple waves of land-reform legislation following the creation of the devolved
Scottish Parliament in 1999, it has been estimated that just 432 individuals own 50%
of privately held land in rural Scotland.?® Although community ownership has been
growing since the early 1990s, it still accounts for only about 3% of the total land
area of Scotland.?” The damaging effects of Scotland’s unusually concentrated
pattern of land ownership have been well documented, including recently by the
Scottish Land Commission. As a 2021 discussion paper from the Commission
notes:?®

“The risks associated with such concentration of power run counter to the
needs of a modern, dynamic economy. They can result, sometimes
inadvertently, in dysfunctional rural land markets that can make it difficult for
rural communities to fulfil their economic potential, limit opportunities for
community development and can constrain or even damage social resilience.”

Like elsewhere in the UK, Scotland’s rural land market remains largely unregulated,
meaning that anyone in the world can buy land with relatively little scrutiny. As a
recent report by the estate agent Savills comparing rural land markets around the
world noted: “The UK has no restrictions on inward investment and is among the few
developed markets not to have some form of government involvement when
buying.”?® As a result buyers are able to acquire large amounts of rural land in
Scotland relatively quickly, with few questions asked. Finally, rural landowners
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benefit from a number of tax exemptions and can also access a range of subsidies,
which has served as an important driver of demand.

Taken together, these features have contributed to strong investor demand for
Scottish rural land, with demand regularly outstripping supply and prices rising
significantly in most years over the past few decades. As a result, concern over
rising rural land prices is not new, and the potential harmful impact on local
communities has been highlighted by campaigners and analysts for many years. As
the Land Reform Review Group highlighted in its final report in 2014:3°

“the relatively high price of rural land in Scotland can be considered to limit
the number of people who can afford to buy land, while the positive capital
growth in land values might be seen to favour those who own land and to
provide an incentive for them to continue to hold on to their land.”

However, over the past year demand for rural land has surged to new highs.
According to a recent report from Strutt & Parker, a record £247m was invested in
the purchase of Scottish estates in 2021.3" This is up by 119% from £113m in 2020,
which was also a record high, and a 333% increase over the four-year period from
2018 when £57m was invested. The average price of estates increased by 87% —
from £4.7m to £8.8m, while the total number of estates sold increased by just 14%
(from 24 to 28). Nearly two thirds of the estates were sold privately, without ever
coming to the open market — double the proportion of the previous year and reaching
a record high. The report cites the most significant factor underpinning the surge as
“the climate crisis and the international commitment to attain net zero greenhouse
gas emissions which has resulted in a massive increase in demand, particularly for
large, mixed-use, upland estates.” These findings were echoed in a recent report
commissioned by the Scottish Land Commission, which concluded that:3?

“Opportunities relating to natural capital have become an increasingly important
driver for estate acquisitions in recent years, with green investors interested in
carbon offsetting, afforestation, renewables and rewilding, increasingly competing
with lifestyle and sporting buyers.”

Demand for forestry land has also surged over the past year. According to the 2021
UK Forest Market Report, total investment in commercial forestry land across the UK
in 2021 reached a record high of £200.4m, with Scotland accounting for around three
quarters of the UK market.3® Scotland saw the sharpest increase in land prices
across the UK, with the price per plantable hectare rising to £11,000 — a 54%
increase on 2020. While these rising land prices in large part reflect high timber
prices, the report also cites the “growth of natural capital driven buyers” as a
significant source of new demand, noting that “some new market entrants have
multiple objectives, part financial and part related to ESG or natural capital
outcomes”, including the generation of carbon credits for offsetting purposes. As the
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aforementioned report commissioned by the Scottish Land Commission noted:
“Woodland carbon markets were a further important driver of investment in forestry
through the ability to verify carbon units under the Woodland Carbon Code,
especially from broadleaf/native woodland schemes on poorer quality land, where
productive forestry is less viable.”3*

Rising demand from natural capital motivated buyers is also evident in the market for
agricultural land. According to Savills, in 2021 farmland values in Scotland rose at a
faster rate than elsewhere in Britain, with average per acre values (all land types)
rising by 31.2% to £5,920.% The report notes that this is partly “a result of the
demand for tree planting land in a buoyant forestry sector, as well as building interest
from environmentally-motivated buyers.” While farmers continued to make up the
majority of buyers of agricultural land during 2021, non-farming (lifestyle and
forestry) buyers are becoming an increasingly important part of the Scottish farmland
market.®® A recent report from Strutt and Parker concluded that “we predict that
ESG/forestry purchasers will increase proportionately and begin to buy more
agriculturally productive land which may over time lead to a further increase in the
value of arable land.”®” These findings were echoed in the report commissioned by
the Scottish Land Commission, which concluded that:

“Agricultural land quality is no longer the key determinant of farmland value, due to
the increasing influence of capital from outside agriculture. Instead, the natural
capital and afforestation potential of land is an increasingly critical driver of demand
due to timber prices, competitive forestry grants and carbon offset markets,
particularly for hill ground and less productive grassland and marginal arable
ground.”

Overall it is clear that emerging value associated with carbon and natural capital is
contributing to soaring demand for rural land in Scotland. Importantly, while demand
has been rising, supply across all land types has remained relatively stable: in 2021
the supply of land coming to the market remained in line with the ten-year average.3®
This combination of high demand and low supply is translating into escalating land
values — particularly for types of land that are well suited for carbon reduction and
sequestration.

Supporting this rise in demand are a number of mechanisms which allow landowners
to generate revenue from carbon sequestration and other natural capital activities.3°
The first of these are carbon credit schemes, which enable landowners to monetise
carbon sequestered or offset into a tradable asset that can be sold on carbon
markets or used to offset the landowners own emissions. There are currently two
carbon credit schemes operating in Scotland:

e Woodland Carbon Code (WCC): Launched in 2011, the WCC
is the quality assurance standard for woodland creation projects in the UK.
The WCC generates independently verified carbon units based on the amount
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of CO2 sequestered, which can then be sold, therefore generating income for
landowners, or retained to offset the landowner’s own emissions.

e Peatland Code (PC): Launched in 2015, the PC is a voluntary certification
standard for generating carbon credits from peatlands across the UK. It sets
out a series of best practice requirements including a standard method for
quantifying the greenhouse gas benefits of restoration.

In addition to generating carbon credits, landowners can also access a range of
government grants that aim to subsidise the cost of activities that reduce or
sequester carbon. There are three main grant schemes currently operating in
Scotland in relation to natural capital activities:?@

e The Forestry Grant Scheme (FGS), which offers financial support for the
creation of new woodland and the sustainable management of existing
woodland. The was introduced as part of the Scottish Rural Development
Programme in 2015 and is administered by Scottish Forestry, which publishes
regular statistics on applications and approvals. The scale of financial support
available varies by tree species, location and scale of planting, and includes
an initial planting payment rate and an annual maintenance payment rate for
five years.

e The Peatland Action Fund (PAF), which supports on-the-ground peatland
restoration activities such as installation of peat dams in ditches, as well as
more novel techniques such as peat hag re-vegetating.*° In the 2020-21
Budget Statement, the Scottish Government committed to investing more than
a quarter of a billion pounds in peatland restoration over the next ten years.*!
This follows previous funding of £30 million which has supported the
restoration of over 25,000 hectares since 2012.42

e The Nature Restoration Fund (NRF). Launched in July 2021, the NRF
encourages applicants with projects that restore wildlife and habitats on land
and sea and address the twin crises of biodiversity loss and climate change.
The NRF comprises a multi-year package of at least £55 million over the next
five years, and is also operated by NatureScot.*3

It is important to note that while this paper focuses on recent land acquisitions in
Scotland, a substantial proportion of carbon credits and grants being issued are
going to incumbent landowners that have owned land for decades and sometimes
centuries. Further detail on the carbon credit and grant schemes operating in
Scotland, including data on recent uptake and activity, is provided in Appendix A.

2 We do not include agricultural subsidies for the purposes of this paper as at present their primary
purpose is not related to carbon or natural capital.
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4. Future scenarios and the implications for Scotland’s land market

So far we have explored how the embrace of net zero targets, the growth of carbon
credit markets, and government grants have contributed to growing demand for rural
land in Scotland. But how might carbon and natural capital markets evolve in the
years ahead, and what could be the impact on Scotland’s land market?

One of the most important determining factors will be the trajectory of prices in
voluntary carbon markets. Current carbon prices vary significantly: the estate agent
Sauvills reported a range of £3/tCO2e to £30/tCO2e in 2021, while the Woodland
Carbon Code reports that the majority of Pending Issuance Units (which represent
the majority of the market) sell for between £15-20/tCO2e.** 5. However, if carbon
prices continue to increase in the years ahead, it can be expected that land prices
will also increase to reflect the increased value that can be generated from carbon.

At present there is considerable uncertainty surrounding the future trajectory of
carbon prices. This is because prices in the offset market will be determined by a
wide range of external factors that are difficult to predict. One factor that will have an
important influence on future carbon prices is the extent to which emissions are
successfully reduced (as opposed to offset) elsewhere in the global economy. If
governments successfully manage to reduce emissions through domestic policies,
fewer carbon credits will be available to businesses through the voluntary market,
which in turn is likely to significantly increase carbon credit prices, reflecting their
increased scarcity. In contrast however, if governments fail to significantly reduce
emissions in the coming decades, there are likely to be more carbon credits
available through the voluntary market, which will mean that prices may not increase
as dramatically. New carbon market regulation, both at the national and international
levels, could also have a material impact on prices. For example, if new rules are
introduced which stipulate that companies are only allowed to offset emissions that
cannot easily be reduced by other means, then this might reduce demand for carbon
credits through the voluntary market, which in turn may reduce their price. Finally,
because there is no single global market for voluntary carbon offsetting, but rather
many different markets around the world, it is likely that we will continue to see
considerable variation in prices quoted, reflecting different rules, standards and
market dynamics.

Despite this uncertainty, most analysts expect the price of carbon offsetting to
increase significantly in the years ahead. A recent report by UCL and Trove
Research concluded that rising demand should see carbon credit prices rise to $50
(£40) per tCO2e by 2030, as these prices are needed to incentivise landowners to
forgo income from agriculture and instead preserve forests and plant trees.*® By
2050 prices could reach $50 to $100 (£40-£75) per tCO2e depending on the extent
to which governments successfully reduce emissions through domestic policies. A
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major 2019 study from the LSE Grantham Institute on Climate Change and the
Environment examined what carbon prices would be consistent with meeting the
UK’s net zero targets, and concluded that prices would need to reach £75 per tCO2e
in 2030 and £160 per tCO2e in 2050.4” More recent research from Bloomberg New
Energy examined possible trajectories for carbon offset prices under a range of
different scenarios, and concluded that prices could reach as high as $215/ton
(£160), although in other scenarios they could be as low as £35 by 2050.%¢ The fossil
fuel company BP recently stated that it is planning for an average global carbon price
of $100 (£75) per tCO2e by 2030, $200 (£150) per tCO2e by 2040 and $250 (£190)
per tCO2e by 2050.49

Figure 1 illustrates the uncertainty surrounding the trajectory of future carbon
offsetting prices: the shaded blue area represents the broad range that carbon offset
prices are expected to fall within over the coming decades, based on recent credible
forecasts.

Figure 1: Range of potential carbon offset prices based on recent forecasts
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Note: Shaded blue area represents the range carbon offset prices are expected to fall within over the
coming decades, based on recent forecasts. The figures shown are illustrative forecasts only based
on credible sources, and should not be interpreted as a prediction.

What impact would rising carbon prices have on Scotland’s rural land market? As
outlined in the previous section, it is clear that recent increases in carbon prices, as
well as expectations and future price increases, are already being capitalised into
Scottish land prices. As a result, it is likely that further increases in carbon prices
would put further upwards pressure on land values.
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In order to explore the potential impact of rising carbon prices on Scottish land
values, we have undertaken modelling which estimates how land prices may evolve
under different carbon price scenarios. We look at prices for Scottish estate land,
and to date this has been the type of land where prices have been most susceptible
to the demand associated with carbon and natural capital. To estimate the potential
impact on land values, it is necessary to make an assumption about the amount of
carbon that can be offset per hectare of land. Woodland Carbon Code registrations
in Scotland to date show a wide range of expected carbon sequestration per hectare
of land, ranging from 142 tCOZ2e per hectare to 398 tCOZ2e per hectare over the
project lifetime, reflecting different species choice and management regimes.

b 50 Analysis from the Farm Advisory Service estimates that new woodlands could
sequester between 226 tCO2e and 386 tCO2e over 100 years, depending on the
species planted.®' According to the Scottish Government, “a new native woodland
might generate 400t CO2 / carbon units per hectare over 100 years”, while Bidwell’s
estimates that new native woodland could generate 350-500 carbon units per
hectare over 100 years.52 53

With regards to peatland restoration, not all projects registered by the Peatland Code
quantify expected claimable carbon units on the publicly available registry, but for
those that do, the average is 206 tCO2e per hectare over the project lifetime.>* The
Scottish Government estimates that “A peatland restoration project where 10% of the
area was actively eroding and 90% was drained before restoration, might generate
almost 300t CO2 / emissions reduction units per hectare over 100 years.”®® Bidwell’s
estimates that peatland restoration could generate 150-350 carbon units per hectare
over 100 years.%6

In reality no plot of land is the same, and the amount of carbon that can be reduced
or sequestered will vary according to the balance of different activities (e.g. tree
planting, peatland restoration), as well as species choice and management regimes.
But for the purposes of our modelling we make a conservative assumption that a
hectare of Scottish estate land will be able to offset 200 tCO2e over a lifetime of 100
years. Figure 2 shows what the impact of this could be on Scottish estate land
prices, assuming that carbon prices are fully capitalised into land values: the shaded
green area represents the range that land prices could fall within over the coming
decades, based on the range of future carbon prices illustrated in the previous chart.
The modelling assumes that there are no changes to taxation, subsidies and other
policies that might affect land prices. It is important to stress that these figures are
not a prediction, but rather an estimate of the potential impact of rising carbon offset
prices on the price of Scottish estate land based on the forecasts described above.
In reality, land values can be affected by a wide range of other variables beyond

b Figures for carbon sequestration indicate the total projected sequestration of the projects over
their lifetime of up to 100 years, and include the amount claimable by a project plus the amount
allocated to a shared "buffer" in case of unanticipated losses
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carbon prices (including wider economic conditions and the emergence of new
natural capital markets) which this analysis does not attempt to consider, and so the
figures in the chart should be viewed as illustrative projections only.

Figure 2: Potential impact of rising carbon prices the price of Scottish estate
land (£ per hectare)
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Note: lllustrative projections only. Shaded green area represents the range that land prices could fall
within over the coming decades, based on the carbon price forecasts discussed above. Price
projections do not include the impact of other factors that could impact land values. Historic prices
reflect average £ per hectare sold and are based on amalgamated Strutt and Parker Estate sales
reports data.

Overall it is clear that there is the potential for land values to increase significantly in
the years ahead if prices in the voluntary carbon market continue to rise. This could
be further fuelled by the emergence of new natural capital markets in the near future,
which could create additional revenue streams for landowners in Scotland and
therefore put further upwards pressure on land prices (see box 1 below). Given the
emerging consensus that carbon prices and other natural capital revenue streams
will increase in the years ahead, there is a strong economic incentive for investors to
purchase land for carbon offsetting purposes. By purchasing land today for £X per
tCO2 that is expected to be offset, investors are essentially ‘locking in’ a fixed price
for carbon offsetting. Even though land prices have reached record highs over the
past year, if future carbon prices surpass that which is embodied in the price
investors paid for the land today, they will make a profit.¢ As a result, although

¢ The way that investors will profit will vary depending on their reasons for purchasing land. Where
investors have purchased land to ‘inset’ their own emissions, they will profit because the carbon price
embodied in the price they paid for the land will be less than the price they would have to pay buying
carbon credits on the open market in future. Where investors have purchased land to sell carbon
credits, they will profit because the carbon price embodied in the price they paid for the land will be
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forecasts are only a prediction of what could happen in future and can often not
transpire, they can have a significant impact on market activity today by changing
investor expectations and, ultimately, their investment decisions. We examine some
example case studies where this has transpired in section 6.

Box 1: Potential new natural capital markets

Although at present there are only two market mechanisms that enable landowners
to monetise environmental enhancement (the WCC and the PC), it is widely
anticipated that new nature-based market mechanisms will be launched in the near
future. Carbon credits are one example of what are sometimes referred to as
payments for ecosystem services (PES) — market mechanisms that enable
landowners to monetise environmental enhancement or conservation with the aim
of stimulating private sector investment in these activities. However, elsewhere in
the UK there are already examples of similar mechanisms being developed for
other types of natural capital, including markets for biodiversity credits, water
credits and soil carbon credits.

In England and Wales, the Environment Act 2021, which received royal assent and
became law on 9 November 2021, requires all new developments to be able to
demonstrate ‘Biodiversity Net Gain’ (BNG) in order to be granted planning
permission, subject to a number of exemptions. This means that every future
development within England will have to provide a 10% uplift in biodiversity in
order to achieve planning consent. If the development results in a biodiversity loss
(taking into account the mandatory 10% uplift in biodiversity value) developers will
have to source the missing biodiversity units. Developers can gain these missing
biodiversity units through habitat enhancement and creation onsite, offsite, or
through the purchase of statutory ‘biodiversity credits’ to pay for the creation of
new habitats.%” The UK Government has stated that it does not expect to take any
formal role in the market for biodiversity units, and that it expects the cost of units
and the terms on which they are provided to be agreed privately between buyers
and sellers. It is estimated that the market price for each biodiversity unit could be
around £20,000 on average, and as much as £25,000 in local planning authority
areas where units are scarce.® The Environment Act 2021 only applies to England
and Wales, however it is anticipated that a similar framework could be introduced
in Scotland as the National Planning Framework 4 progresses through Parliament
this year, which could create significant new revenue streams for landowners in
Scotland, given the large area of land that could be used to generate biodiversity
credits.%®

less than the price they can sell carbon credits for in future. In both cases, investors will also benefit
from the value of their land increasing.
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In addition, the Department for Environment, Food & Rural Affairs (DEFRA) and
Natural England recently launched a £10 million Natural Environment Investment
Readiness Fund to stimulate private investment in nature restoration. The funding
will be used to “develop the projects to the point they can provide a return on
investment by capturing the value of carbon, water quality, biodiversity and other
benefits provided by natural assets such as woodlands, peatlands, catchments and
landscapes.”® As well as funding projects focused on woodland and peatland
restoration, the initiative has also funded projects focused on sustainable drainage
and river catchment management, as well as pilots to develop a UK Soil and Farm
Carbon Code and a Hedgerow Carbon Code. It is anticipated that revenues will be
generated through the sale of carbon, biodiversity, water and nutrient credits, as
well from better flood management and reduced water treatment costs. Once again
the fund is only available in England, and for the time being is mainly supporting
small scale pilot projects. However, it can be expected that similar initiatives may
soon be introduced in Scotland — opening up further opportunities for landowners
to generate revenue from natural capital markets.

The analysis in this section has shown that the emerging value associated with
carbon and natural capital could have a profound impact on Scotland’s land market.
Although there remains a significant degree of uncertainty surrounding prices in the
voluntary carbon market, there is a broad consensus that prices will increase over
the coming decades. As well as generating potentially large financial rewards from
the sale of carbon credits, it is likely that this will also put upwards pressure on land
values. In addition, it is expected that new natural capital markets and payments for
ecosystem services will create new opportunities to monetise, which in turn is likely
to push up land prices further.

5. Scotland’s green landowners: business models and case studies

Given the expected growth of carbon offsetting and other natural capital markets in
Scotland, a key question relates to how the value generated from these activities will
be captured and distributed. Under Scotland’s existing legal framework, ownership of
land confers the right to generate carbon credits and exploit natural capital
opportunities — and to reap the associated financial rewards. As a result, in the
absence of policy intervention the benefits of Scotland’s carbon sequestration and
natural capital potential will flow almost exclusively to those who own land. As well
as capturing most of the value generated from carbon offsetting and other natural
capital activities, any future increases in land values will also benefit landowners. As
a result, the question of who owns land in Scotland will play a vital role in
determining how the value associated with Scotland’s natural capital potential will be
captured and distributed.
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Over the past year there has been much debate over the rise of so-called ‘Green
Lairds’ in Scotland.®' The term ‘Green Laird’ has no formal definition, however it is
typically used to describe individual and corporate investors that have purchased
land in Scotland with the stated intention of delivering some kind of environmental
benefit, often alongside other goals.

In reality however, there are a wide range of actors that have entered Scotland’s
land market in recent years with the aim of delivering some kind of environmental
benefit, operating with many different motivations and business models.®? Given the
lack of specificity surrounding the ‘Green Lairds’ terminology, we do not consider it to
be a robust typology for examining the challenges and opportunities relating to
natural capital and Scotland’s land market. Instead, in this section we examine the
range of business models being deployed by environmentally-oriented landowners in
Scotland, and explore their primary motivations and activities with reference to a
number of case studies. In the next section, we consider the extent to which these
models align with Community Wealth Building principles.

Although there are many different types of environmentally-oriented landowners in
Scotland, in practice most can be categorised into one of the following groups:¢

e Corporate landowners: Corporate entities based in the UK or abroad which
are purchasing land using their own financial resources in order to help meet
their net zero ambitions.

e Asset manager landowners: Private asset management firms which are
purchasing land to add to their investment portfolios which they manage on
behalf of their individual and corporate clients. Some asset management firms
are dedicated exclusively to land and real estate investments, whereas others
also invest in stocks, bonds, and other financial assets.

e Charity / NGO landowners: Environmentally-oriented charitable entities and
Non-Governmental Organisations (NGOs) which are purchasing land using
their own philanthropic funds and / or donations from their members and
supporters.

e ‘Mass ownership’ models: Initiatives that seek to raise funds from citizens to
purchase land for a range of environmental purposes and create ‘mass
ownership’ of land. In practice these initiatives often combine crowdfunding
with other sources of funding, such as philanthropic funding and high-net
worth individuals.

d For the purposes of this paper we exclude landowners whose activities primarily relate to farming
and agriculture (e.g. farmers and crofters) as our focus is on actors whose primary activities relate to
carbon and natural capital.
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e Individual owners: Typically high-net worth individuals who are purchasing
land using their own wealth to support their own business and environmental
goals.

e Community ownership: Land purchased by local place-based communities,
acquired through private negotiated sale, Community Right to Buy or asset
transfer from public authorities.

For the purposes of this analysis we only examine the role of different private sector
(i.e. non-government) landowners, as we explore the role of public land owners
further in section 7. There are also a number of other actors who do not own land
themselves but provide services to those that do, and who therefore have benefited
from the recent surge in green landowners. These include project developers,® land
management companies and law firms. However, for the purposes of this paper we
focus on the above actors that physically own the land, as this is where most of the
benefits from Scotland’s carbon and natural capital potential will accrue.

Among green landowners, there are also a wide range of motivations for acquiring
land, which in turn provide a range of different revenue streams and other benefits.
These typically include at least one of the following:

e Rewilding: Restoring natural ecosystems and supporting conservation by
promoting the re-establishment of lost habitats and wildlife.

e Carbon ‘offsetting’: Planting trees or restoring peatlands in order to generate
carbon credits that can be verified and sold on carbon markets and used to
offset emissions elsewhere.

e Carbon ‘insetting’: Planting trees or restoring peatlands in order to generate
carbon credits that can be quantified and reported as an internal offset or
‘inset’ for landowners, therefore reducing their own net emissions.

e Forestry: Developing commercial forestry to generate revenue from timber
sales, which can also be combined with the generation of carbon credits to
create additional revenue streams from the sale of carbon.

e Renewable energy: Investing in renewable sources of energy such as wind
turbines, solar panels and hydropower.

e Future natural capital opportunities: Anticipating the establishment of new
natural capital markets that will pay landowners for managing ecosystems —

¢ Project developers are organisations that offer services to landowners to help them design,
implement and manage projects in line with Woodland Carbon Code and Peatland Code
requirements.
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such as farm soil, hedgerows, water quality and biodiversity — in a sustainable
manner.

e Eco-tourism: Generating revenue from environmentally-oriented tourism and
leisure activities focused on wildlife, conservation and education.

e Property development: Developing new commercial and residential real
estate on land acquired to generate rental income and revenue from asset
sales.

e Land value appreciation: Anticipating future increases in the value of land,
therefore enhancing returns on investment.

e Tax benefits: Taking advantage of the various tax benefits associated with
owning land to store wealth in a tax-efficient manner.

e Reputational benefits: Investing in activities that are viewed as
environmentally sustainable in order to generate reputational benefits and
boost corporate ESG credentials.

Figure 3 presents a matrix showing different types of owners on one axis, and
different motivations on the other. Most green landowners in Scotland fit into at least
one of the boxes in the matrix, although in practice many fit into more than one box.
In the following sections we examine a range of case studies to analyse different
green landowner business models in more detail with reference to this matrix.
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Figure 3: Green landowner matrix
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5.1 Case study #1: Corporate investors purchasing land to ‘inset’ their own

emissions

In recent years one significant driver of demand for land in Scotland has come from
corporations purchasing land to ‘inset’ their own carbon emissions. As noted above,
carbon insetting is similar to carbon offsetting, but differs in one key aspect. Whereas
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carbon offsetting involves planting trees or restoring peatlands in order to generate
carbon credits that can be verified and sold on carbon markets, carbon insetting
involves generating carbon credits that can be quantified and reported as an internal
offset or ‘inset’ for landowners, therefore reducing their own net emissions.

As growing numbers of corporations around the world have embraced net zero
targets, many have quickly sought to identify the most cost effective way to reduce
their net emissions. This can be done in two ways: by reducing their emissions
directly, or by obtaining carbon credits to ‘offset’ their emissions. Where corporations
decide to reduce some of their emissions by offsetting, they can either do this by
purchasing carbon credits generated elsewhere in the open market, or they can
attempt to generate their own carbon credits to ‘inset’ their own emissions. Doing the
latter generally involves acquiring land.

Given the emerging consensus that the price of carbon credits will increase in future,
some companies have decided that it is in their strategic interest to generate their
own carbon credits and ‘inset’ their own emissions, on the basis that it will be more
cost effective and less risky. One notable example of this is Standard Life
Investments Property Income Trust’'s (SLI) acquisition of 1,447 hectares of land in
the Cairngorm national park. SLI is a real estate investment trust (REIT) managed by
Standard Life Investments and is part of ABRDN, the asset management company
formed by the merger of Standard Life and Aberdeen Asset Management in 2017.
The objective of the Company is to “provide shareholders with an attractive level of
income together with the prospect of income and capital growth.”63 The company is
domiciled in Guernsey, and as a REIT it is exempt from paying corporation tax on
capital gains realised within its portfolio, although investors in the trust are still liable
for capital gains tax on profits when selling their investments.

On 6 September 2021 the company announced that it had purchased 1,447 hectares
of upland rough grazing and open moorland in the Cairngorm national park for
£7.5m. The purchase forms part of the company’s carbon strategy, which is based
on reducing operational carbon at the individual property level, with offsets for
residual carbon that cannot be eliminated.

According to SLI's statement announcing the acquisition, the company “is not
investing in commercial forestry, but is acquiring a gold standard carbon offset at a
fixed price”.®* The company has stated that the site supports 956 hectares for
planting with natural broadleaf trees (about 1.5 million trees in total) with
approximately 115 hectares for peatland restoration, with the remainder open land to
support bio diverse habitats. The site is expected to sequester approximately
195,630 tonnes of carbon up until 2060, representing 73% of the company’s residual
embedded and operational carbon. The company has stated that it anticipates that
the costs of planting will be met through grant funding, meaning that the net costs
associated with planting the proposed 1.5 million trees will be minimal.5® We
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estimate that SLI could be eligible to receive over £3.5 million of grants under the
Forestry Grant Scheme to support its tree planting objectives.” SLI has stated that it
expects the site to employ between 50 to 100 people to support its woodland
creation and peatland restoration plans over the next six years, however the nature
and quality of these jobs remains unclear.®®

The price paid by SLI equates to £5,183 a hectare or £2,097 an acre. Although this
price is high on a per acre basis compared to recent market activity, it is clear that
the company has largely based its decision on the value of the estate’s carbon
sequestration potential. By purchasing land that has the potential to offset 195,630
tonnes of carbon for £7.5m today, the company has effectively locked in a fixed price
for offsetting its emissions for the next 50 years of £38 per tCO2e. Although this is
significantly higher than current prices in the carbon credit market, the company
expects the price of carbon offsetting to exceed this in future. In a statement
accompanying the company’s announcement of the acquisition, SLI's fund manager
stated that: “we believe that being an early mover will give the Company an
important advantage in future costs for offsetting as society moves to net zero by
2050.7%7 As a briefing note by the investment platform QuotedData further
elaborates:®®

“QuotedData believes that SLI will benefit from early mover advantage, with
the cost of carbon offsetting expected to rise dramatically in the future. By
paying a fixed price of £7.5m (or £38 per tonne over the period) now, it is
hedging against a hike in carbon offsetting prices. Real estate companies are
grappling with the issue of carbon offsetting, as with all the will in the world,
buildings will always have residual carbon that cannot be eliminated. The cost
of offsetting this residual carbon is set to rise dramatically over the next few
years... Through this investment, SLI is taking carbon offsetting into its own
hands, and evading any potential future increases in carbon credits by paying
a fixed price today.”

As a result, if future carbon prices surpass £38 per tCO2e, the company’s decision to
generate their own carbon credits will turn out to be cost effective. This is because
the carbon price embodied in the price they paid for the land will be less than the
price they would have to pay buying carbon credits on the open market in future.

In contrast however, if carbon prices stay below £38 per tCO2, then it would have
been more cost effective for the company to simply purchase carbon credits from
carbon markets. In this sense, SLI is essentially speculating on the future price of
carbon, wagering that it will save costs over the long-term by moving early to lock in

f Assuming the company receives grants of £3,500 per hectare. As a large scheme that will benefit
from significant economies of scale, it is likely it will receive less grants per hectare than smaller
schemes. See here for more information: https://www.communitylandscotland.org.uk/wp-
content/uploads/2022/03/Green-finance-land-reform-and-a-just-transition-to-net-zero-a-discussion-
paper CLS Feb-2022.pdf
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a fixed price for offsetting its emissions. Figure 4 illustrates the price SLI has paid to
offset carbon via its purchase of land in the Cairngorms compared to the range of
forecast carbon prices outlined in section 5.

Figure 4: Price paid by SLI for carbon offsetting compared to recent forecasts

200 -
—~180 -

Potential range of future prices

=Y

D

o
1

140 -

120 ~

Price 'locked in' by SLI's purchase of

100 -
land in the Cairngorms

co
o
1

D
o
1

S
o
1

Carbon prices in the offsetting market £/tCO2e

N
o
1

0 T

VS VoS

DD O N D XD A DD O \‘L'bby‘bb’\ D O O
e e B G M e B e M e e I i) %)
INENENENENENENPINFISFINENENINPINSFSE S s st tb g g g s ot

Note: The figures shown are illustrative projections only based on recent forecasts, and should not be
interpreted as a prediction.

As the company will not be selling carbon credits, the acquisition is not expected to
generate income for the company. Instead, the primary motivation relates to cost
minimisation, risk management and meeting the company’s net zero goals —
although the company acknowledges that it may benefit financially from future land
value appreciation. A 2021 financial report noted that: “Although the land will not
provide the Company with an income there is scope for capital appreciation, and it
plays an important part in the Company’s net zero carbon strategy.”®®

However, wider reputational and perception issues also appear to have played a role
in motivating the acquisition. The purchase follows a recent shift in the SLI's
investment strategy to put a greater degree of emphasis on ESG criteria, as the
company believes that investors and occupiers will shy away from assets with poor
ESG credentials.”® As a result, SLI's fund manager has indicated that it may acquire
more land in the near future, stating that the company “anticipates making a couple
of further acquisitions, on a smaller scale, to complete this element of the carbon
strategy.””! The company has also indicated that it may also invest in land to exploit
other natural capital markets in future, stating that “although the focus is on carbon
offsetting the opportunities for wider ecological and net bio diversity gain are also
being explored, which is important given changing legislation around development in
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the UK”.72 As a result, there is a possibility that SLI could invest further in Scotland’s
land market in the years ahead.

Figure 5 illustrates where SLI fits in the green landowner matrix presented in the
previous section. It is important to note that SLI is just one example of a corporate
investor purchasing Scottish land with the intention of insetting their own emissions
and bolstering their ESG credentials, which we have used as a case study. Other
notable examples include the beer company Brewdog’s purchase of 9,308 acres of
land near Kinrara and Par Equity and Aviva Investors’ purchase of 6,300 hectares of
moorland in the Glen Dye area of West Aberdeenshire, both of which aim to deliver
woodland creation and peatland restoration to assist with their respective net
emission targets.”3 74
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Figure 5: Green landowner matrix: Standard Life Investments Property Income

Trust
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Note: Boxes shaded in green indicate that the landowner is pursuing these activities, while boxes
shaded in red indicate that they are not pursuing these activities. The assessment shown is based
only on the case studies examined in this section, and should not be interpreted as applying to all
landowners in each category.
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5.2 Case study #2: Asset managers intending to purchase land to develop
forestry and generate carbon credits

As discussed in section 4, demand for forestry land in Scotland has surged over the
past year, driven in part by institutional investors seeking investments that deliver
financial returns while also satisfying ESG and natural capital related goals. High
timber prices means that commercial forestry continues to be very profitable, and at
current timber and carbon prices returns from timber remain far more substantial
than any potential returns from carbon credits (although this could change if carbon
prices increase dramatically).”® However, the generation of carbon credits offers an
opportunity for forestry owners to generate additional revenue streams and / or offset
their own emissions.

This is not without its practical challenges, however. Growing trees for commercial
carbon offsetting and growing trees for commercial timber are very different projects
in terms of timescales around return on investment. The additionality requirements of
the WCC mean that projects must be able to demonstrate that carbon would not
have been sequestered in the absence of a market for carbon credits. Although all
growing trees sequester carbon, not all woodland creation models can generate
carbon credits. The WCC is only available for new woodland creation, and carbon
income needs to be a key driver for planting the trees — the project cannot be
financially viable without carbon income.”® As a result, generating carbon income
from financially viable timber production could be difficult to achieve in practice, and
may only be suitable under certain circumstances.’”

Despite these challenges, demand for forestry land from institutional investors
seeking to generate income from forestry and carbon has continued to grow. One
notable example of this is Gresham House, a specialist alternative asset
management group that focuses on investments across a range of investment
assets, including forestry, housing, sustainable infrastructure, renewable energy and
battery storage, public and private equity. Following the acquisition of FIM Services
Limited in 2018, Gresham House became the UK'’s largest commercial forestry asset
manager, harvesting approximately 10% of the country’s softwood annually. The
company manages roughly 136,000 hectares of forestry worth over £1.9bn. The
portfolio is heavily weighted towards South Scotland, however the company also
owns forests elsewhere in the UK and internationally.

In 2021 Gresham House launched a new Forest Growth & Sustainability fund
(GHFS) which aims to generate value from timber production and from the
generation of carbon credits across the UK. Shortly after it was established, the fund
embarked on a three-stage fundraising round to secure investment from institutional
investors, endowments and other investors. Following the close of the second round,
the fund announced that it had raised a total of £202 million — £2 million above its
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target of £200m."8 A third and final funding round is expected to take place in the
second quarter of 2022.

Among the fund’s investors was the Scottish National Investment Bank (SNIB),
Scotland’s publicly owned development bank, which invested £50 million in the fund
— its largest investment to date. Announcing its investment, the SNIB stated that “the
new planting element and ability to generate carbon credits represents a novel
investment proposition which mainstream investors have yet to fully embrace.””® At
least 60% of the SNIB’s £50 million investment will be directed towards new planting
in Scotland, which it expects will sequester 1.2 million tCO2e over the next 20
years.® This equates to around £25 per tCO2e, however as the SNIB has provided
a loan rather than a grant, this investment will be paid back in future with interest.

GHFS states that it aims to generate returns through “the sale of timber and the
capital growth of land and trees, while also producing carbon credits by creating new
productive woodland.”®! Investors in the fund receive distributions in the form of
financial returns and verified carbon credits that can be retained for ‘insetting’
purposes (i.e. to offset carbon emissions in their own portfolio) or sold to generate
income. While at the time of writing the GHFS has not acquired new land in
Scotland, meeting the targets attached to its investment from the SNIB will likely
require it to do so in the years ahead. The amount of land the fund will seek to
acquire, and the scale of grant funding it will seek to access, therefore remains to be
seen.

The potential expansion of land owned by asset managers such as GHFS in
Scotland raises a number of potential challenges. Firstly, the fund’s commercial crop
is heavily weighted towards the non-native species Sitka spruce, which represents
around 88% of its forestry portfolio.®2 While sitka spruce is effective at carbon
sequestration, some environmental campaigners have argued the large-scale
planting of non-native species harms native trees and risks aggravating a
biodiversity crisis.? In addition, while the fund claims that generating revenue from
timber production and carbon credits are its primary goals, it is clear that other
financial motives are also part of the fund’s strategy.

The fund’s website highlights that its investors will gain exposure to “underlying land
value growth opportunities”, suggesting that future returns will be predicated on
rising land values. In addition, the fund also highlights the tax advantages of
investment in forestry, stating that “commercial forestry has the added incentive of
being a highly tax-efficient investment: there is 100% relief from inheritance tax, no
income tax payable when selling the timber, and no capital gains tax on the increase
in value of the trees.”® Given the impact that soaring forestry land values are
already having on local communities and farmers, as discussed in section 4, it is
unclear whether using public money to promote this model of forestry development is
desirable from a public policy perspective, when resources might be more effectively
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deployed elsewhere. We return to this issue in our discussion of policy interventions
in section 7.

Figure 6 illustrates where GHFS fits in the green landowner matrix presented at the
beginning of this section, highlighting the different motivations for the company’s
plans in Scotland including generating returns from forestry, carbon offsetting, land
value appreciation and tax advantages.

35



Figure 6: Green landowner matrix: Gresham House
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Note: Boxes shaded in green indicate that the landowner is pursuing these activities, while boxes
shaded in red indicate that they are not pursuing these activities. The assessment shown is based
only on the case studies examined in this section, and should not be interpreted as applying to all
landowners in each category.
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5.3 Case study #3: Charity purchasing land to develop forestry and generate
carbon credits

Charities and NGOs have a long history of purchasing land in Scotland for
conservation and recreation purposes. In the 1980s and early 1990s, the total area
of land owned by charitable environmental organisations (e.g. RSPB, National Trust
for Scotland) rose by 146% as a result of increasing societal environmental
awareness and a growing willingness to pay for memberships of environmental
organisations.?s 86 |t is estimated that today charities and NGOs own 182,438
hectares of land — or 2.5% of all rural land in Scotland.®’

While growth of charity and NGO land ownership has slowed over the past few
decades, there have been a number of significant acquisitions. One recent example
was the acquisition of the Couldoran Estate by Woodland Trust Scotland (WTS).
WTS is part of the largest woodland conservation charity in the UK, the Woodland
Trust. Established in 1972, the Woodland Trust now owns over 1,000 sites covering
over 29,000 hectares across the UK. In 1984, the Trust acquired its first wood in
Scotland, and today it owns 60 sites covering more than 8,000 hectares across
Scotland.8

On 9 December 2021 WTS announced that it had purchased the 4,500-acre
Couldoran Estate in Wester Ross.®° The charity paid £3.5m for the site, and plans to
invest a further £4.5m to create native woodlands and “transform the site for people
and wildlife”. The charity launched an £8 million fundraising appeal in October 2021
in order to fund the purchase and cover the cost of managing it in the years ahead.*
WTS estimates that over 1,000 acres of new native woodland of Scots pine, aspen,
downy birch, rowan, willow and alder could be created at Couldoran, with the rest
remaining open ground.

The estate neighbours the trust’s existing site at Ben Shieldaig and the two will be
managed jointly. Together, the two sites would cover 8,365 acres, making it one of
the trust’s largest sites in the UK. The charity believes that restoring the woodland at
Couldoran will help to create a 'nature highway' along Glen Shieldaig, which will link
the Shieldaig Pinewood Site of Special Scientific Interest with Rassal Ashwood Site
of Special Scientific Interest and other ancient Caledonian pinewood remnants in the
area. The charity has stated that the acquisition will mean that a range of species
from lichens and mosses to butterflies and red squirrels will be able to move more
freely, avoiding fragmentation and isolation while gaining resilience and adaptability.

To date WTS has not indicated that it plans to generate carbon credits on the site or
pursue forestry or any other commercial activities. As a result, as with most other
charitable acquisitions, the primary motivation for the acquisition appears to be
conservation and rewilding objectives. Figure 7 illustrates this using the green
landowner presented at the beginning of this section.
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Figure 7: Green landowner matrix: Woodland Trust Scotland
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Note: Boxes shaded in green indicate that the landowner is pursuing these activities, while boxes
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only on the case studies examined in this section, and should not be interpreted as applying to all
landowners in each category.
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5.4 Case study #4: ‘Mass ownership’ initiatives purchasing land for carbon
offsetting and rewilding

While major corporate and financial investors have been responsible for many large
land acquisitions in recent years, some private initiatives have attempted to deploy
innovative financing mechanisms to enable mass participation in the acquisition of
land for carbon and natural capital related purposes.

One notable example is the crowdfunding approach that has been pioneered by the
businessman and environmentalist Jeremy Leggett. In 2020 Leggett purchased the
1,262-acre Bunloit Estate near Loch Ness. The project, which is managed through a
company called Bunloit Rewilding Ltd, aims to “rewild and re-people the highlands
through optimally sequestering carbon, growing biodiversity, creating green new jobs
and generating sustainable profit for purpose”.®! The project was partly funded via
£4.1 million of crowdfunded debt which was raised from a network of 28 rewilding
advocates, wealthy individuals and organisations.®? These included four former
FTSE 100 CEOs, three family offices, two C-suite directors of FTSE-quoted funds,
the CEO of the world’s largest solar developer, a former CIO of a Swedish state
pension fund, and the founder of one of the UK’s fastest growing internet retailers.%?

The business model deployed at the Bunloit estate seeks to generate income from
five key revenue streams:®*

e Natural-capital credits: Generating and selling of carbon credits, biodiversity-
gain credits, and other nature-protection credits that will emerge in the coming
years.

e Forestry: Felling monoculture plantations and selling for timber, and replacing
them with mixed native tree species, boosting biodiversity and long-term
carbon sequestration.

e Regenerative agriculture: Sustainable food production focused on eating less
meat and encouraging the consumption of more beans, pulses and fruits.

e Eco-tourism: Offering tourism packages for rewilding advocates to explore
rewilded habitats.

e Eco-building: Constructing zero-carbon timber-frame eco-enterprises and a
mixture of affordable and premium homes to be made available for purchase.

The purchase of Bunloit was followed by the purchase of the 860-acre Beldorney
Estate in Aberdeenshire In May 2021. Following the purchase of the estate, Leggett
launched a new company, Highlands Rewilding Ltd, which aims to apply the model
developed at Bunloit to the Beldorney estate and eventually other sites across
Scotland.®® The company has stated that creating green new jobs is a key priority
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and that it intends to house estate workers, and already employs numerous staff,
including scientists, regenerative agriculture specialists and wildlife rangers.®: %7 In
order to further fund this expansion, Leggett sought to raise an additional £7 million
of equity finance, including £5 million from ‘founding funders’ composed of high-net
worth individuals and organisations, and £2 million via a "citizen rewilding"
crowdfunder, with the eventual goal of turning Highlands Rewilding Ltd into a ‘mass
ownership company’.%® The company planned to leverage this equity financing with
low-interest debt from commercial and public-sector banks, including potentially the
Scottish National Investment Bank, and also access government support such as
grants. Under the proposed model, 10% of the profits made on the estates acquired
by the company would be shared with the surrounding local community.

However, in November 2021 it was announced that the Financial Conduct Authority
(FCA) had described the initiative as too “high risk” and “speculative” for retail
investors, as the model relies too heavily on rising values, and concluded that the
scheme is only suitable only for wealthy investors.®® As a result, so far crowdfunding
platforms such as Crowdcube and Seedrs have refused to host the crowdfunding
initiative, citing similar concerns.'® As a result, Leggett’s vision of creating a ‘mass
ownership’ company has yet to be realised, and for the time being the projects
remain backed only by a relatively small number of wealthy investors. As Leggett
told The National newspaper in November 2021: “At the moment | am struggling to
get crowdfunding platforms to agree to make retail offerings to the less affluent, so it
is still the concern of family offices and affluent players”.'®" The refusal of the FCA
and crowdfunding platforms to support the initiative highlights the challenges
associated with the crowdfunding model, and it remains to be seen whether it can
ever be a viable ownership model for natural capital related activities in Scotland.

Figure 8 illustrates where the model developed by Bunloit Rewilding Ltd and
Highlands Rewilding Ltd fits in the green landowner matrix presented at the

beginning of this section, highlighting the wider range of motivations for the

companies’ plans.
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Figure 8: Green landowner matrix: Bunloit Rewilding Ltd and Highlands
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only on the case studies examined in this section, and should not be interpreted as applying to all
landowners in each category.
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5.5 Case study #5: Individual investors purchasing land for rewilding and eco-
tourism

The purchase of Scottish land by wealthy individuals is far from a new phenomenon.
But while traditionally wealthy landowners have purchased estates for grouse-
shooting, deer-stalking and other leisure related purposes, in recent years a growing
number of wealthy investors have been attracted to Scotland’s land market
ostensibly to pursue rewilding and other environmentally-oriented projects. As the
head of Savills Rural Agency in Scotland, said in a recent note: “There have always
been outlier buyers in Scotland whose motivations were environmental. But prior to
the recent focus on climate change and concerns about biodiversity, they were the
exception rather than the rule.”'0?

One of the most recent examples is the purchase of 13,000 acres of land in the
Kilchoan estate by German billionaire Christoph Henkel for £1.2 million. The tycoon,
who according to The Sunday Times Rich List is worth an estimated £1.4 billion,
purchased the land in 2020 after it was brought to his attention by a friend in London,
and has announced plans to rewild the estate and revamp its tourist accommodation
to sit alongside his other luxury properties in the US and the Caribbean.'®® The
estate agent Bidwells, who handled the sale, stated that they also received inquiries
from Russia, South Africa and Australia for the estate.

It has been reported that Henkel plans to plant 80 hectares of naturally-occurring
trees in the estate as part of his rewilding ambitions. Although at the time of writing it
is not clear whether the initiative plans to apply for grants or not, depending on which
species are planted we estimate that this means the project could be eligible for
more than £300,000 of public grants. It also remains unclear whether Henkel intends
to generate carbon credits from the woodland on the estate. However, Henkel has
stated publicly that he wants to ensure Kilchoan remains 'as remote and untouched
as possible'.104

In February 2022 Henkel told the Daily Mail that he is “not interested in profit - only in
preserving the wilderness.” Henkel has renovated a number of the buildings on the
estate, and announced that he plans to construct new buildings to provide high-end
luxury accommodation. It has been reported that rooms in the old farmhouse building
are already on sale for £1,250 per night.'% Henkel previously turned Dunton, a
former mining town in the US state of Colorado, into a luxury hot springs resort
where rooms cost around £2,300 a night. In February 2022 he told the Daily Mail that
he is excited at the prospect of “enhancing” the estate, just as he did with his
Colorado property.'% According to accounts submitted at Companies House, the
average number of employees at the estate in 2021/22 was 5, although the nature
and quality of these jobs as of yet remains unclear.%”
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Figure 9 illustrates where the model being pursued on the Kilchoan estate fits in the
green landowner matrix presented at the beginning of this section, highlighting a
range of stated motivations including rewilding, ecotourism, property development
and reputational factors.

Figure 9: Green landowner matrix: Kilchoan estate
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only on the case studies examined in this section, and should not be interpreted as applying to all
landowners in each category.

5.6 Case study #6: Community buyout to support regeneration, carbon
offsetting and ecological restoration

Community ownership has grown significantly in Scotland in recent decades. Its
growth began with the Assynt Crofters Trust created in 1992 through a large-scale
community buy-out, followed by the creation of the Isle of Eigg Heritage Trust in
1997 and the Knoydart Foundation in 1999. In 2003 the passing of the Land Reform
(Scotland) Act introduced Community Right to Buy, which empowered rural
communities with the right to register an interest in land and obtain first refusal when
the landowner wishes to sell. It also introduced the Crofting Community Right to Buy
which does not require a willing seller. The Community Empowerment (Scotland) Act
2015 further enhanced Community Right to Buy powers by introducing new rights in
relation to a ‘Community Right to Buy Abandoned, Neglected or Detrimental Land’,
and the Land Reform (Scotland) Act 2016 extended this further by introducing a
Community Right to Buy land for the purpose of furthering sustainable development.
To date it is estimated that around 560,000 acres (or 2.9% of the total land area of
Scotland) have been taken into community ownership through private negotiated
sale, Community Right to Buy or asset transfer from public authorities. %8

While the legal constitution of community bodies can vary, there are four widely
recognised essential criteria that they are required to meet: 199

e Common good: The community body must have a clearly stated social
purpose that benefits the local community;

e Open membership: Membership of the community body must be open to
everyone on the electoral register within the local community’s area;

e Local control: The body must be democratically controlled by the local
community at both membership and board levels. A majority of the community
body’s voting members must be members on the electoral register within the
local community’s area and, at least a majority of those on the board and
eligible to vote must be members of the local community elected by the local
membership;

e Non-profit distributing: Surplus funds or assets must be re-invested into the
work of the community body to further its objectives and if it is wound up, its
assets must be passed to another non-profit distributing body with similar
objectives.

In recent years many community owned initiatives have pioneered a holistic
approach to climate action which aims to optimise social, economic and
environmental outcomes in the local community. ' One recent example is the
Langholm initiative’s community buyout of the Langholm Moor and the Tarras Valley.
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In May 2019, Buccleuch Estates announced its decision to sell 25,000 acres of land
situated in its estate in the Scottish Borders. In response to significant community
interest in buying the land, the Langholm Initiative — a development trust set up in
1994 in response to a post-industrial crisis in the area — launched a fundraising
campaign on behalf of the community to try and raise funds to purchase 10,500
acres of this estate. The fundraising campaign attracted £3.8m in six months,
including a public crowdfunder which raised over £200,000 and funding from Scottish
Land Fund, South of Scotland Enterprise, John Muir Trust, Carman Family
Foundation, Garfield Weston Foundation and the Woodland Trust. This allowed the
community to purchase 5,200 acres of the land, which was officially transferred to
the community in March 2021.""

This paved the way for the creation of the Tarras Valley Nature Reserve which aims
to restore nature, support community regeneration and tackle climate change. In
October 2021 the Langholm initiative launched a campaign to raise the £2.2 million
to purchase a further 5,300 acres of land.'"? If successful, the purchase would
increase the size of the Tarras Valley Nature Reserve to 10,500 acres, which the
community believes would significantly enhance the benefits to local people, wildlife
and the natural environment. The Langholm Initiative’s plans for the site include a
wide range of initiatives, including:”'13

e Allowing habitats within the reserve to regenerate naturally to support a large
range of wildlife and maximise biodiversity;

e Restoring damaged peatlands and regenerating ancient woodlands to
sequester carbon and promote biodiversity;

e Developing a sustainable approach to forestry, including by replacing some
Sitka spruce with native broadleaf trees;

e Investing in renewable energy projects that benefit the community while also
generating revenue for climate action and other community priorities;

e Promoting responsible ecotourism focused on outdoor activities, wildlife and
natural landscapes;

e Upgrading properties on the estate with the aim of establishing a new field
centre and bunk house, campsite, housing and offices.

The Initiative believes that its activities will generate new revenue for the community,
for example from the sale of timber, carbon credits and renewable energy, as well as
provide enhanced employment opportunities and encourage more young people to
settle in the area. The buyout has already seen jobs on the land rise from zero to six,
and the growth of initiatives such as ecotourism are expected to generate more
employment as well as new learning/training and volunteering opportunities in the
years ahead.'*

Figure 10 illustrates where the Langholm Initiative fits in the green landowner matrix
presented at the beginning of this section, highlighting the wider range of motivations
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for the community’s plans including rewilding, carbon offsetting, forestry, renewable

energy, eco-tourism and property development.

Figure 10: Green landowner matrix: Langholm Initiative
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6. Community Wealth Building and the transition to net zero

The examples discussed above demonstrate that there are a wide range of business
models being deployed by environmentally-oriented landowners in Scotland, which
are aiming to achieve a broad spectrum of aims and objectives. While some
examples, such as the purchase of the Kilchoan estate by a wealthy billionaire,
represent a degree of continuation from previous trends, other examples — such as
the arrival of corporations such as Standard Life, Brewdog and Aviva in the land
market — represent a significant new development.

Given the rapid changes in Scotland’s land market, and the expected growth of
carbon offsetting and other natural capital markets in the years ahead, a key
question for policymakers is: which models are best suited to delivering Scotland’s
policy objectives and ambitions?

In recent years the Scottish Government has embraced Community Wealth Building
as part of its economic strategy. Community Wealth Building is a relatively new
approach to economic development which seeks to redirect wealth back into the
local economy, and place control and benefits into the hands of local people. In
place of an extractive and unequal approach to economic development — through
which inequalities in, for example, class, gender, and race, as well as regional
imbalances, can be exacerbated — Community Wealth Building seeks to build a
community-centred approach through physical and financial asset transfers to local
economies and communities. Pioneered by the Democracy Collaborative in the US
and the Centre for Local Economic Strategies (CLES) in the UK, it is a model rooted
in sustainability and redistribution that seeks to build power from the ground up
through democratic ownership, handing communities more self-determination and
enabling greater levels of participation. Rather than modifying the margins of a
model driving the accumulation of wealth and power in the hands of a few,
Community Wealth Building aims to develop economic systems change at the local
level. Community Wealth Building is centred on five key principles, as set out by
CLES:'"®

1. Socially just use of land and property: Land is an expression of economic
power, and concentrated ownership of land and property continues to be a
key driver of inequality. If stewarded through more equitable forms of
ownership and management, land and property can be a source of local
wealth generation centred on climate and environmental stewardship and
social justice.

2. Plural ownership of the economy: Central to the vision of Community
Wealth Building is scaling generative businesses — like small enterprises,
community-owned initiatives, co-operatives, worker owned firms, and social
enterprises — in which the wealth created is shared broadly between owners,
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workers and consumers, allowing wealth to flow through to local people and
places — and back to them — rather than being extracted.''®

3. Making financial power work for local places: The financial power principle
of Community Wealth Building is focused on increasing flows of investment
within local economies by harnessing and recirculating the wealth that exists,
as opposed to focusing on attracting external capital.

4. Fair employment and just labour markets: Community Wealth Building
aims to increase employment opportunities as well as noticeably improving
the quality and pay of jobs in a local area. As major employers, anchor
institutions can make a significant impact on the livelihoods of people in the
local community by taking measures such as the promotion of inclusive
employment practices and paying the real Living Wage.'"”

5. Progressive procurement of goods and services: \When it comes to how
money is spent and how services are procured by anchor institutions, cost is
often the dominant determining factor in who gets the contract. Critical
considerations like workers’ rights, climate and environmental considerations
and social value are often given much less priority. Community Wealth
Building aims to develop dense local supply chains of businesses likely to
support local employment and retain wealth locally.

The SNP’s 2021 Holyrood election manifesto included a commitment to introducing a
Community Wealth Building Act to “further shift the balance of power to
communities” and “redirect wealth, control and benefits to local economies.”’8 In
September 2021 the Scottish Government committed to introducing a Community
Wealth Building Bill in its Programme for Government, and this commitment was
reiterated in the recent National Strategy for Economic Transformation.119.120
Community Wealth Building has also been embedded into Scotland’s climate and
natural capital frameworks: the Scottish Government’s Interim Principles for
Responsible Investment in Natural Capital state that all natural capital investment
and management decisions should “support Community Wealth Building”. In
addition, a new ministerial portfolio including “community wealth” in its title has been
created for the first time. %!

Community Wealth Building has also been embraced at the local level across
Scotland, with the Centre for Local Economies (CLES) working alongside local
authorities in areas such as North Ayrshire, the Western Isles and
Clackmannanshire.'?? The most comprehensive and longest-running Community
Wealth Building strategy in Scotland is that of North Ayrshire Council. In developing
this, North Ayrshire took inspiration from other successful models, such as
‘Cleveland Model’ in the US, where following post-industrial deterioration and
population decline Community Wealth Building was developed in partnership with
The Democracy Collaborative with the explicit aim to localise and retain city
spending in anchor institutions through scaling local cooperatively owned
businesses, fostering racial and economic justice. 23
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The need to embrace new models of economic development in Scotland is well
established. It is clear that conventional approaches to economic development are
failing to tackle the intertwined challenges of today, from inequality to the climate and
environmental crises. Deep concentrations in wealth and power extract from local
communities and disallow workers the wealth they create in common, with
devastating outcomes for local economies. This is manifested in high inequalities of
income and wealth. Figures from Wealth in Scotland, published in February 2022,
found that the 2% of households with the highest incomes had 9% of all income,
while the wealthiest 2% of households had 18% of all wealth. Moreover, a typical
household in the wealthiest 10 percent had 1.7 million in total wealth, compared to a
typical household in the least wealth 10 percent — who tend to be low-income
households, lone parents, single working-age adult households, and people who rent
- where that figure is just £7,600.'%*

The injustices and inadequacies of the current economic model have been further
highlighted by the Covid-19 pandemic. A recent report from the STUC found that the
pandemic has served to reinforce inequalities of income and wealth in Scotland,
while working class communities, women and minority ethnic households, as well as
young and disabled people, have been disproportionately impacted.2°

6.1 Assessing models of land ownership with Community Wealth Building
principles

The strong commitment to Community Wealth Building at both the national and local
level in Scotland means that it can and should play an important role guiding
Scotland’s transition towards net zero. As one of the five pillars of the Community
Wealth Building approach, transforming how land is owned and managed will be key
to delivering a Community Wealth Building centred approach to the climate,
environmental and biodiversity crises.

Some stakeholders have argued that it is not land ownership that matters, but rather
how land is used.'?® However, Community Wealth Building recognises that land
ownership and use are inextricably linked: different ownership models embed
different governance and decision making frameworks, which in turn have real world
consequences on how land is used.

In this section we examine how the different models of land ownership discussed in
section 5 align with Community Wealth Building principles. We do this by assessing
each model against the following five criteria, which have been identified by the
Democracy Collaborative as being key characteristics of successful Community
Wealth Building strategies:'?”
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e Place-based: Ensuring a “loyalty to geographic place” and developing local
assets — including land, buildings and the natural environment — in ways that
ensure that wealth stays local and is broadly shared.

e Local, broad-based ownership: Minimising absentee ownership, and
ensuring that assets are broadly held and locally rooted over the long term, so
that income recirculates locally.

e Large local multipliers: Prioritising local spending and investment to keep
money circulating in the community and minimise wealth leakage from local
economies.®

e Collaborative decision making: Ensuring that a wide range stakeholders
beyond the government and private sector are able to influence decision
making, including local residents.

e Inclusive, well paid jobs: Prioritising the creation of inclusive, well paid, local
jobs in order to underpin living standards and economic security.

Place-based

Among the models examined in section 5, only community ownership exhibits a clear
and robust commitment to place. In order to acquire ownership of land, community
groups such as the Langholm Initiative are required to have a clear definition of the
geographical community to which the group relates, have as their main purpose the
furthering of sustainable development in the local area, and be locally led and
controlled.'?® In contrast, corporate owners and asset managers such as Standard
Life and Gresham House have little connection to local communities in Scotland.
They operate around the world and aim to serve the interests of their shareholders
rather than any particular place.

Charity and NGO owners such as the Woodland Trust often have a strong
commitment to conserving the location where they have acquired land, and take a
long-term approach to stewarding the land. However, they are typically not legally or
constitutionally bound to serve any particular geographic area (although this can be
the case for smaller location-specific charities). The same can be said for the ‘mass
ownership’ model pioneered by Jeremy Leggett: although in practice the model does
demonstrate a strong commitment to the Bunloit and Beldorney estates, as private
companies limited by shares Bunloit Rewilding Ltd and Highlands Rewilding Ltd are
not legally or constitutionally bound to serve any particular geographic area.

sLeakage is an economic term that describes when income escapes a local economy in the context of
a circular flow of income model.
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Whether or not an individual owner exhibits a commitment to place often depends on
whether they are a resident owner or an absentee owner. In some cases, resident
owners can be highly engaged in the local community and committed to serving the
local area. However, a number of absentee estate owners have been heavily
criticised for a lack of engagement with the community and, in some cases, pursuing
plans despite being met by strong local opposition.12° 130

Local, broad-based ownership

While corporate and asset manager owners such as Standard Life and Gresham
House can be owned by large numbers of individual and institutional shareholders, in
practice these shareholders are often dispersed all around the world. In addition,
none of the case studies examined have indicated an intention to establish any
initiatives that promote local, broad-based ownership on their sites. As a result, the
value generated from carbon sequestration and other natural capital related activities
will likely be extracted to benefit absentee shareholder owners, and deliver little
benefit to local communities. The same can be said of the ‘mass ownership’ model
pioneered by Jeremy Leggett: while it does aim to deliver broad-based ownership,
there is no mechanism that ensures that ownership is held locally. However, as
discussed in section 5, the vision of creating a ‘mass ownership’ company has yet to
be realised due to regulatory challenges surrounding the proposed crowd funder.
Moreover, the initiative plans to raise 70% of the target equity funding (£5m of the
£7m total) from high-net worth individuals and organisations, with only 30% (£2m)
coming from the ‘citizen rewilding’ crowdfunder, casting doubt over whether it could
truly be described as a ‘mass ownership company’ even if successful.

Charities and NGOs typically do not have owners, but are governed by their trustees
or members. As such, they do not promote local, broad-based ownership. However,
as non-profit making entities, there is little scope for wealth to be extracted from local
communities. By definition, individual landowners do not deliver local, broad-based
ownership: they are single monopoly owners, and in practice act as a barrier to
establishing more broad-based ownership of land.

Once again, community ownership is the only model that exhibits a clear
commitment to local, broad-based ownership. In order to acquire ownership of land
under Community Right to Buy, membership of community groups is required to be
open to any member of that community; and at least 75% of all members should be
drawn from the organisation’s defined ‘community’.'3" Community groups must also
be non-profit distributing, which means that profits are reinvested in the local
community rather than extracted, which ensures that money recirculates locally.
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Large local multipliers

Whether or not a model of land ownership will generate large economic multipliers is
largely shaped by two main factors: firstly, whether landowners spend and invest
locally, and secondly whether profits are extracted from the local community or
reinvested. As a 2016 report commissioned by the Scottish Government noted:'3?

“The purchasing behaviour of landed businesses is likely to have an impact
on local outcomes. Where local product/service providers are preferred by
land holdings there will likely be greater local multiplier effects compared to
businesses that have less or no local purchasing priority. The extent of
leakage from primary transactions (and subsequent supplier purchases —
upstream) will play a role in the social and economic outcomes achieved
locally.”

With regards to the case studies examined in section 5, it remains unclear whether
Standard Life and Gresham House intend to buy and invest locally, as they have not
disclosed this information publicly. However, because these models are shareholder-
owned, some of the value generated from natural capital related activities will be
extracted and distributed to external shareholders, therefore resulting in economic
leakage. For similar reasons, studies examining the renewable energy sector in
Scotland have found that models characterised by private and external (i.e. non-
local) ownership lead to higher levels of leakage than community ownership and
therefore lower local multipliers. 133 134

With regards individual landowners, whether they spend and invest locally is once
again dependent on the specific context, such as the activities the land is used for,
the extent to which the landowner is committed to local development, and whether
profits are extracted or reinvested into the site. A 2016 study commissioned by
Scottish Land & Estates found that the vast majority of Scottish estates’ capital
expenditure was directed to local suppliers and contractors, although local spending
was lower among larger estates.'3°

As highlighted in section 5, the ‘mass ownership’ model promoted by Highland
Rewilding does propose to work proactively with local communities and businesses.
However, under the proposed model, only 10% of the profits made on the estates
acquired by the company will be shared with the surrounding local community, with
much of the rest being distributed to shareholders, inevitably resulting in leakage and
a lower local multiplier.

In contrast, under community ownership all profits are reinvested back into the local
community, which limits leakage and supports a higher local multiplier. In addition,
because community owned initiatives are required to have the furthering of
sustainable development in the local area as their main purpose, they are often likely
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to spend and invest much of their resources locally. As a recent study examining
community ownership of energy in Scotland concluded that: 136

“private local ownership results mostly in income effects which leads to rapid
leakage, but this is unlikely to be the case where community development
trusts reinvest proceeds in local projects. The enhanced impact of community
development trusts arises because trusts’ objectives are place-based and
focussed on community development. Local expenditure of revenues thus
ensures a higher local multiplier.”

However, there remains a lack of comprehensive evidence on the local multipliers
associated with community ownership of land in Scotland, therefore more research is
required before a conclusive assessment can be made.

Collaborative decision making

Out of the models examined in section 5, only community ownership exhibits a clear
and robust commitment to open collaboration. As mentioned above, in order to
acquire ownership of land community groups must be locally led and controlled, and
membership must be open to any member of that community. Community groups
are generally governed democratically on the basis of one member one vote, which
provides a mechanism for ensuring that local residents and other stakeholders can
influence decision making.

In contrast, corporate owners and asset managers are governed in the interests of
their shareholders, therefore local residents and stakeholders do not have any formal
influence over decision making. Similarly, while charity and NGO owners often
engage and consult with local communities, residents typically have no formal power
to influence decision making. The same can be said for the ‘mass ownership’ model:
although Highlands Rewilding has engaged with local communities about its plans
for the Beldorney estate, as a private company limited by shares there are no formal
mechanisms that grant residents any power over decision making.

The extent to which an individual owner exhibits a commitment to open collaboration
can vary widely. In some cases, owners can be receptive to collaboration, however
they are not legally or constitutionally bound to take residents' views on board. There
have been a number high profile examples of where individual estate owners have
proceeded with plans despite strong resistance from the local community. Analysis
published by the Scottish Land Commission in 2019 found that many people with
experience of living in parts of Scotland with concentrated land ownership felt that
landowners often acted without consideration of the needs of the community when
making decisions relating to land holdings.'3” Several respondents also described
instances of residents and communities attempting to engage with landowners, but
being unable to make any progress because the landowner was either unwilling to
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engage in a meaningful or reasonable manner, or in extreme cases was opposed to
engagement. Some respondents also reported fearing repercussions from “going
against the landowner” stemming from the perceived ability of landowners to inflict
consequences such as eviction or blacklisting for employment/contracts on
residents.

Inclusive, well paid jobs

As explored in section 5, some corporate and asset manager owners have stated
that their acquisitions will create new local employment opportunities. For example,
Standard Life has stated that it expects to employ between 50 to 100 people to
support its woodland creation and peatland restoration plans in the Cairngorms over
the next six years, although the terms and conditions of these jobs remains unclear.
In other cases however, reports have suggested that corporate owners appear to
have made some redundancies after acquiring land. In June 2021 The Times
reported that staff who were employed by the previous owner at Brewdog's Kinrara
Estate in the Cairngorms had been laid off by the company and the properties they
lived in put up for sale.’® In response however, the company stated that is planning
to create an environmentally sustainable hotel, distillery and campsite along with
hiking and biking trails, which will create new jobs at the site in future.3® Overall it
remains to be seen whether the recent surge in corporate and financial investors in
Scotland’s land market will deliver sustainable employment opportunities for local
communities. There remains a significant risk that creating inclusive, well paid jobs is
overlooked in favour of cost minimisation and profit maximisation.

Charity and NGO owners have long employed staff to manage the estates they own.
However, given that in many cases the primary reason for owning the land relates to
conservation and rewilding rather than commercial activities, maximising
employment opportunities is often not considered to be a strategic objective. With
regards to the mass ownership model, Highland Rewilding states that creating green
new jobs is a key priority and also intends to house estate workers.'*° To date the
initiative has recruited dozens of employees, including scientists, regenerative
agriculture specialists and wildlife rangers.'#' However, as noted above, this
approach has yet to be proven as a viable business model. If it is unable to achieve
its ‘mass ownership’ vision then this may undermine its ability to create new jobs in
future.

With regards to individual landowners, a 2014 study commissioned by Scottish Land
and Estates estimated that 3,175 Scottish FTE direct and indirect jobs were linked to
Scottish estates.’#? Many of these jobs relate to agriculture, forestry and woodland
management, spotting activities and tourism and leisure. However, some research
has found that jobs supported by estates can often be poorly paid, insecure and
seasonal.’? A recent study by Revive and Common Weal found that the average
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income for jobs on Scottish shooting estates is £11,401, which is less than minimum
wage. 44

In contrast, community owned initiatives have a track record of creating inclusive,
well paid jobs. As highlighted in section 5, the Langholm buyout has already seen
jobs on the land rise from zero to six, and the growth of initiatives such as
ecotourism are expected to generate more employment as well and new training and
volunteering opportunities in the years ahead. This experience has been matched
elsewhere: a study examining 12 community owners published by Community Land
Scotland in 2014 found that in just a few years direct employment increased by
368% to over 100 jobs. ' By focusing on delivering sustainable development in the
local area and reinvesting all profits back into the local community, community
ownership can generate a virtuous cycle which can be harnessed to support new job
creation.

Figure 11 provides a summary overview of how different landowner business models
align with the principles and objectives of Community Wealth Building based on the
analysis in this section. Overall it is clear that community ownership models exhibit
the strongest alignment with Community Wealth Building principles, while absentee
corporate and asset manager ownership exhibit the weakest alignment.

Figure 11: Matrix of landowner business models and Community Wealth
Building principles

Corporate | Asset Charity | Mass Individual | Community
manager |/ NGO ownership

Place-based

Local, broad-
based
ownership

Large local
multipliers

Collaborative
decision
making

Inclusive,
well paid
jobs

Note: Boxes shaded in green indicate that the ownership model exhibits the stated characteristics.
Boxes shaded in orange indicate that ownership models partially exhibit these characteristics, while
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boxes shaded in red indicate that these characteristics are not exhibited at all. The assessment
shown is based only on the case studies examined in this section, and should not be interpreted as
applying to all landowners in each category.

6.2 Harnessing the power of a Community Wealth Building approach to
sustainable land

Although Community Wealth Building has attracted widespread support across
Scotland, the challenge now relates to delivering it in practice. How land is owned
and managed is perhaps the most important foundation upon which any Community
Wealth Building strategy rests. However, this paper has shown that many of the
recent acquisitions in Scotland’s land market are characterised by extractive
business models that are inconsistent with Community Wealth Building principles. As
a result, on current trajectories there is a significant risk that the financial rewards
from Scotland’s natural capital potential will end up flowing to a small number of
absentee landowners rather than generating inclusive prosperity for local
communities. It is important to note that this includes long standing landowners that
have owned land in Scotland for decades and sometimes centuries, as well as more
recent entrants into the market. Such an outcome is at odds with the Scottish
Government’s stated commitment to delivering a Just Transition to net zero.™6 As
the Just Transition Commission recently noted:'4’

“Part of ensuring a just transition must be about making sure the benefits of
investment in carbon sequestration are felt as widely as possible. Without
careful design and meaningful engagement there is a risk that benefits may
flow mainly to large landowners and opportunities for community benefit will
be missed.”

As a result, scaling up Community Wealth Building should be viewed as a powerful
catalyst for delivering a just transition to net zero. In addition, in the current context of
rising fuel poverty, the dangers posed by the climate and environmental crises, and a
wider cost of living and rural housing crisis, centring an approach that proactively
democratises land ownership, use and management can help tackle the intertwined
crises and inequalities facing communities today. Finally, as the Scottish
Government acknowledged in its National Strategy for Economic Transformation,
Community Wealth Building can also help deliver a wellbeing economy. 148

In this section, we explore what scaling up Community Wealth Building in Scotland
would mean in practice, and highlight examples that demonstrate the social,
environmental, climate and economic benefits of this approach. Specific policy and
legislative reforms to support the delivery of these goals are then explored in the
next section.
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Scaling up community-owned land

First, as demonstrated by the findings of this report, a Community Wealth Building
approach to land should facilitate a rapid and significant increase in community land
ownership, overseeing a transition from a model dominated in private enclosure to
one where land and assets are democratised, giving people and communities a
greater stake and say in how land is owned, used and managed. As Community
Land Scotland notes, this would entail addressing “the underlying dysfunctional
structural power relationship between concentrated land ownership and land use that
can act as a barrier to the sustainable development of local communities.”'° At a
time of climate and environmental breakdown, harnessing a Community Wealth
Building approach to land by scaling community land ownership can also help to
ensure the transition to net zero is grounded in social and economic justice, and
tailored to the needs of communities driving the change, while generating greater
levels of accountability through a ground up approach to decision-making.

Rather than a top-down approach to local investment, Community Wealth Building
can focus on ensuring that surplus profits from community owned land and assets
are reinvested and redistributed in the local community and economy, helping to
fundamental shift who the key beneficiaries are from Scotland’s natural assets, as
demonstrated by successful climate resilient and socially just community buyouts
throughout Scotland.

Case study: Coigach

Coigach in the North West Highlands faced a series of challenges throughout the
pandemic.'®® A vital community owned asset, however, helped to support Coigach
through the crisis.

In 2011, Coigach Wind Power Ltd, a community company, was established to
create and sell renewable energy by the community, for the community.'®! Since
2017, the Coigach Community Wind Turbine has been generating green power
with a 500 kW turbine. Over the next two decades, surplus generated is predicted
to reach roughly £4.4 million after operating and financing costs. Surplus
generated by the turbine helps to finance projects locally, from tackling the need
for affordable homes to public service provision and issues surrounding the fragility
of local economies reliant on seasonal tourism. %2

When the Covid-19 pandemic hit, surplus from the community-owned turbine
supported the creation of a local crisis fund, and the development officer helped to
steer the community response to Covid-19, demonstrating how community owned
land assets can generate surplus which can in turn be reinvested to support the
place-based needs of communities. %3
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Curtailing absentee land ownership to build community power

Community ownership can and should be central in the effort to democratise
Scotland’s land. As it stands however, absentee landowners feature heavily in
Scotland’s carbon offsetting boom, threatening to replicate the damaging outcomes
of highly concentrated land ownership managed in a way that is disconnected from
the local community under a green guise. In place of this, a Community Wealth
Building approach to land should ensure that those connected to the land and
committed to securing wider socio-economic and environmental benefits from it have
a stake and say in how to steward it sustainably. Curtailing absentee land ownership
and centring policy and financial power towards greater community participation and
decision-making — led by and for people connected to the land — should be central in
the effort to green Scotland’s land.

Case study: Abriachan Forest Trust

In 1998, the community in Abriachan bought 540 hectares of forest and open hill
ground, which was previously owned by Forest Enterprise. The Abriachan Forest
Trust, a social enterprise, has managed the land with the aims of environmental
protection and resilience and creating local job opportunities, as well as enabling
access to the grounds for people to enjoy and facilitating educational activities.'>*

At the time of the community buyout, concerns were raised about private
development of many forests and the loss of connection to the community and the
need to retain a place-based approach.'®® The buyout has meant that surplus
generated from commercial use of the forest is reinvested in local employment and
in wider community benefits. %6

Centred in the Trust’s ethos is the importance of educational activities, from tree
planting and facilitating educational activities on issues such as energy efficiency,
to the establishment of an on-site forest children’s nursery helping children and
young people learn about woodlands, and climate and environmental protection.'5”

In sharp contrast to the absentee landowner model, the Abriachan Forest Trust
highlights the importance and benefits of harnessing community knowledge and
the power of meaningful connection to the community and land in delivering
community benefits.
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Aligning land and natural capital market governance with Community Wealth
Building principles

The need to redirect the motivations and goals of both land ownership and the
carbon market to a value-based model is key to aligning the drive to net zero with a
just transition. With regards to land market governance, a Community Wealth
Building approach can help in facilitating the transition from a largely unregulated
land market to one codified in best practice governance, tackling inequalities,
delivering community and public benefits, pluralising land ownership, building on the
fair work agenda, and aligning the stewardship of land with climate and
environmental goals. Central to this is the opportunity to ensure a democratic and
community-centred approach, ensuring that land ownership, use and management is
centred in the voices and needs of local communities and economies. Further,
opportunities exist to transform carbon market governance to enhance scrutiny,
regulatory oversight and effective enforcement mechanisms to avoid ‘greenwashing’,
maintain high standards for carbon offsetting activities, and ensure that such
activities are only used in instances where emissions are genuinely unavoidable.

Promoting new partnership models for the common good

As the analysis has shown, the continuation of a model dominated in concentrated,
private land ownership is a barrier to sharing the benefits of land ownership and
natural capital, particularly as we navigate and attempt to tackle the climate and
environmental emergency within the limited timeframe left to do so. A Community
Wealth Building approach to land should set out to ensure value generated from
natural capital projects and activities is harnessed to achieve wider social and
economic goals, including through the advancement of new partnership governance
models.

Case study: Urras Oighreachd Charlabhaigh

In 2015, Urras Oighreachd Charlabhaigh, a crofting estate on the Isle of Lewis,
was bought by the community. The estate covers 11,500 acres on Lewis and
comprises over 200 crofts. Around 550 people live on the estate and approximately
60% are Gaelic speaking. Among other vital areas, the community-owned estate
focuses on peatland restoration. 158

NatureScot coordinates Peatland ACTION. In operation since 2012, Peatland
ACTION works in partnership with a wide range of organisations to “put degraded
peatland on the road to recovery.”'®® The appointment of project officers, hosted
within NatureScot or by organisations, is key to this, providing expertise in peatland
project development to support on-the-ground work.
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As Community Land Scotland notes, “the expansion of community ownership has
led to increased interaction between community bodies and NatureScot on
environmental issues” and, based on that experience, NatureScot “could see the
benefits of partnering with a community landowner to deliver the Peatland ACTION
Project.”160

Since 2018, Urras Oighreachd Charlabhaigh have had a project officer in place to
advise on peatland restoration across the Outer Hebrides, enabling Peatland
ACTION to benefit from the local knowledge, expertise and relationships of
working with a community landowner, while facilitating wider action throughout the
Outer Hebrides. Since the appointment of the project officer, three sites, covering
69 hectares, have undergone restoration projects and plans are being drawn up to
expand this.'®" Scaling partnership models like that of Urras Oighreachd
Charlabhaigh and Peatland ACTION is one way we can challenge the prevalence
of concentrated, private land ownership in the drive to net zero and deliver shared
benefits through alternative land ownership and governance models.

Establishing new sources of finance to support Community Wealth Building

Unlocking new sources of finance to support Community Wealth Building can be key
to tackling the disparity between the resources of large-scale private landowners
amid a market where land values are rising, and the ability of alternative models of
land ownership to flourish. Critically, this is not just needed for acquisitions. Funding
sources and mechanisms are also needed to support longer term development and
expansion of community-owned land initiatives, both through scaling government
funding and through de-risking community ownership projects for mission-oriented
private investors like the Scottish National Investment Bank. In the longer term,
establishing new sources of financing to support Community Wealth Building
objectives and scale up community ownership can help increase flows of investment
within local economies and recirculate wealth.

Case study: Tarras Valley Nature Reserve

Since the Langholm Initiative’s community buyout, the Tarras Valley Nature
Reserve has made crucial steps like further developing management plan
objectives alongside the community and key partners, forming an environmental
education programme. 62

However, the example of Langholm shows how access to finance represents
significant constraints for scaling up community ownership. The initiative had to
raise £3.8 million to purchase the land from the Buccleuch Estate, and with the
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Scottish Land Fund only providing £1 million of funding, the community had to seek
funding elsewhere. The John Muir Trust, for example, donated £100,000, the
Carman Family Foundation £500,000 and £1m came from South of Scotland
Enterprise.'®3 In November 2020, £200,000 of funding was provided by the
Woodland Trust, however this was provided on the condition that the funding is
repaid in future from revenues generated by carbon credit sales.'%*

Since the buyout, the community has embarked on a campaign to bring an
additional 5,300 acres of land into community ownership, with the objective of
scaling local impacts, including job opportunities in ecotourism and biodiversity
restoration. 6%

Aligning public funding and with Community Wealth Building principles

While transforming the ownership of land is central to Community Wealth Building, it
is a strategy geared towards an integrated approach to local economic systems
change. It is a strategy spanning across a vast area of economic and social policies
and as such, there is an opportunity to integrate a Community Wealth Building
approach to land across several government departments and policy areas. A useful
example of this is the opportunity to use public funds to increase pay and conditions
for workers. Aligning land-related public funding, such as grants, with a fair work
agenda can deliver trade union recognition, a real Living Wage for all, the banning of
zero hour contracts, good terms of conditions for workers, and action to promote
inclusivity and diversity in the workplace, harnessing the drive to net zero to create
good, secure, unionised rural jobs for the future.

7. Options for policy intervention

Overall it is clear that although the Scottish Government has committed to delivering
a just transition to net zero, scaling up Community Wealth Building, and delivering
inclusive growth across Scotland, far more needs to be done to realise this vision in
practice. In order to address the growing disconnect between the current trajectory
and the Scottish Government’s stated policy objectives, fundamental reforms to the
ownership and governance of land in Scotland are required.

Over the current parliamentary term a series of legislative opportunities exist in
Scotland to tackle the imbalances hardwired into the nation’s concentrated land
ownership pattern and create a more equitable approach to nature restoration,
climate resilience and Scotland’s path to net zero through democratising land. Land
reform has been one of the most significant achievements of the Scottish Parliament
to date. Despite progress, deeply concentrated land ownership and high land prices
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prevail. The Scottish Government has pledged to introduce a new Land Reform Bill
in 2023.1%6 Additionally, the SNP’s 2021 manifesto committed to reviewing the
Community Empowerment Act to expand and deepen community power.'%” As noted
earlier, if harnessed effectively, the upcoming Community Wealth Building Act also
provides a chance to dramatically shift the balance of power to communities and
local economies by scaling democratic ownership and community participation.

While these legislative changes represent a chance to address many of the concerns
outlined in this report, where possible, more action is needed imminently to tackle
the challenges highlighted in this paper and work towards building community
wealth.

It is important to note that this paper does not attempt to set out a comprehensive
policy agenda. From rent controls and the need to address the rural housing crisis to
the creation of a public energy company, there are a wide range of public policy
measures that could play an important role supporting the creation of community
wealth, sustainable futures for rural communities and future-proofing Scotland’s rural
land use. In addition, changes to reserved powers like the strengthening of workers'
rights could also support the advancement of a just transition and help retain and
grow community wealth. Although important, such measures fall outside the scope of
this report. To that end, in this section we identify a range of policies to scale a more
equitable approach to rural land ownership, governance and use as part of a just
transition in the context of the challenges highlighted in this paper.

7.1 Transforming land market governance

While Scotland's land market is already rapidly changing in response to net zero
targets, there is a significant risk that it continues to evolve in a way that does not
align with a just transition, and fails to build community wealth or deliver wider social
and economic benefits to local economies. A challenge then is to design public
policy around the carbon and land market to explicitly address this by redirecting
motivations of land ownership towards a values-based approach.

A key problem that this paper has highlighted is that Scotland’s rural land market
remains largely unregulated, meaning that anyone in the world can buy land with
little scrutiny. This places Scotland as an outlier internationally. As discussed in
section 3, in most countries there are regulations and laws that govern who can
purchase land, and for what purpose.

One option to address this is the introduction of powers to apply public interest tests;
a policy supported by the Scottish Land Commission, Community Land Scotland,
and the Just Transition Commission. This would entail the development of a
statutory public interest test to promote good governance, deliver community
benefits, and advance sustainable stewardship of land. The Scottish Land
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Commission has recommended that public interest tests be applied to any changes
in land ownership over a certain threshold. However, as a highly concentrated rural
land market is a key driver of many of the problems highlighted in this paper, and
most land rarely comes onto the market, we recommend that Scottish Ministers be
granted powers to apply a public interest test to all existing significant land holdings
in terms of their scale and/or concentration of ownership to ensure such land
holdings serve the public interest and support sustainable development. This is
because if tests can only be applied at the point of sale, there is a risk that
landowners will be hesitant to bring land onto the market to avoid being subject to
the test, which could reduce supply and put further upwards pressure on prices and
exacerbate the problems highlighted in this paper. Appropriate triggers for identifying
which existing land-holdings will be required to submit to a public interest test will be
necessary and will require close consideration.

In the case of significant land transfers, public interest tests should still apply,
including, but not limited to, open and private market sales, inheritance, the sale of
shares in a controlling company culminating in a shift of the majority shareholder or
controlling interest, the creation of an open agreement over land and a change in
trusteeship.'%® While concerns have been raised over whether the introduction of
such powers would violate property rights as enshrined in human rights legislation,
recent work published by the Scottish Land Commission suggests this is not the
case.'%® Similar mechanisms already exist in other countries and cases of
international best practices in developing a values-led approach should be used to
support the creation of public interest tests in Scotland.'”®

Alongside assessing key standards related to scale and concentration, and
alignment with the existing Scottish Land Rights and Responsibilities Statement, we
recommend that the criteria used in the public interest test be guided by the
principles of Community Wealth Building. This could include, for example, the extent
to which the ownership and management of land promotes collaborative decision
making, commits to a fair work agenda, and supports local economic multipliers. The
renewed expectations on landowners can be codified in a revised Land Rights and
Responsibilities Statement.

We recommend that the Scottish Land Commission is tasked with creating a model
for public interest test criteria and governance, with meaningful engagement from
land, community and climate rights organisations and movements. One important
consideration is where powers should sit to oversee the implementation of the public
interest tests. One option would be to give that power to a national body, such as the
Scottish Land Commission or a new dedicated body, which would help to promote
consistent application across Scotland. Another option would be to designate the
power to local authorities to manage locally, which would perhaps result in a better
understanding of local needs. Given the additional responsibilities, however, greater
capacity and resources will be required to the oversight body to enable them to carry
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this out effectively. Either way, meaningful engagement with local communities
should be placed at the centre of any governing framework.

If a land holding subjected to the test fails, the next step would be to explore whether
conditions could be attached or modifications made to the holding that would enable
it to pass. This could involve, for example, a requirement to sell on part of the newly
acquired or existing holdings, or reform governance structures, for example to
ensure accountability or to enter shared governance arrangements. If a satisfactory
agreement cannot be reached, the public authority would have the power to
intervene to terminate the landholding. In the case of new acquisitions, this would
mean being granted the power to prohibit the acquisition from taking place. In the
case of existing land holders, we recommend that local authorities should be granted
powers to issue a compulsory sale order (CSO) to require the sale of part or all of
such land holdings — including by lot — as a last resort where public interest risks
associated with large and/or concentrated land holdings fail to be mitigated. The
Scottish Government has previously committed to legislating for the introduction of
CSOs, but so far it has not done so. This should therefore be a key priority for the
forthcoming legislative agenda.

7.2 Public land acquisitions

Another way to increase diversity of land ownership in Scotland and ensure that the
rewards from Scotland’s carbon and natural capital potential are more fairly captured
and distributed is to scale up public acquisitions of land. This is already happening to
some extent via Forestry and Land Scotland (FLS) and Crown Estate Scotland
(CES).

FLS responsibility for managing Scotland’s 640,000 hectares of national forests and
land for multiple outcomes, a function previously undertaken by Forest Enterprise
Scotland, an agency of the Forestry Commission. National forests and land covers
roughly 9% of Scotland’s land area, and is two-thirds forested and one-third open
habitat and agricultural land.’”! In December 2021 FLS launched a new Acquisition
Strategy to buy land to boost Climate Emergency mitigation efforts. The strategy is
underpinned by a Scottish Government investment of £30 million into a Low Carbon
Investment Fund, and the transfer of £9 million residual funds from the old woodland
creation programme into a new Strategic Acquisition Fund (SAF).'”2 The new
strategy will allow FLS to purchase land for commercial conifer or extensive native
woodland creation, land suitable for peatland restoration and land that will enhance
natural capital and other environmental benefits.

CES is the public corporation of the Scottish Government responsible for the
management of land and property in Scotland owned by the monarch 'in right of the
Crown'. It is responsible for a range of rural, coastal and marine assets across
Scotland. Profit made from CES assets is paid to the Scottish Consolidated Fund
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which in turn funds the Scottish Government. CES is responsible for managing the
ScotWind offshore wind auction, which leases areas of the seabed around Scotland
for wind farm developments. In January 2022 the first round of the Scotwind auction
raised £700 million.’”® CES also invests in land, buildings and other assets across
Scotland, and in 2020 announced plans to invest £70m in line with its overarching
purpose of “investing in property, natural resources and people to generate lasting
value for Scotland”.'74

Scaling up public land acquisitions going forward offers a number of benefits. Firstly,
some of the land acquired by FLS and CES land could be held in public ownership
indefinitely, enabling each body to generate carbon credits and capitalise on other
natural capital opportunities and generate revenue for the Scottish Government.
Some publicly owned land with significant carbon and natural capital potential could
be transferred to a public wealth fund to be managed for the long-term alongside
other assets (see section 7.5). This would ensure that more of the value of
Scotland’s natural capital potential is captured for public rather than private benefit.
In addition, scaling up public acquisitions of land presents an opportunity to break up
some of Scotland’s large estates into smaller holdings, which can then be transferred
or sold to local communities, therefore helping to diversify Scotland’s highly
concentrated pattern of land ownership. Rather than being viewed as a cost to public
budgets, land acquisitions by FLS and CES should be viewed as a strategic public
investment that will generate significant financial and non-financial returns over the
coming decades. As part of this approach however, it will be vital that FLS and CES
engage comprehensively with local communities to ensure that acquisition strategies
are aligned with local priorities.

While the current acquisition strategies being pursued by FLS and CES represent a
good start, it is clear that the recent surge in private sector demand for land in
Scotland requires a bolder approach. The combined budgets for new acquisitions
from FLS and CES pales in comparison to the £450 million of private sector
investment in the purchase of Scottish estates and forestry land in 2021 (as
highlighted in section 3). As the Scottish Land Commission has recognised: “There is
a risk that the scale of investment required favours only large-scale financial
institutions with associated risks of acting in ways that disempower local
communities or failing to reinvest financial benefit locally and support Community
Wealth Building.”'75

As a result, it is likely that current acquisition budgets will only have a limited impact
on shifting trends in the land market. There is therefore a strong case for significantly
scaling up FLS’s strategic acquisition fund and CES’s rural land acquisitions to
ensure they can acquire land swiftly and at scale to prevent more land being
purchased by absentee corporate and individual investors and increase opportunities
for community ownership. This would not require new legislation, meaning it could be
delivered relatively quickly, which means it can be an effective response to

65



Scotland’s rapidly evolving land market. The priority should be to secure strategic
sites that have significant potential for carbon and natural capital potential.

In addition, FLS and CES’s acquisition strategies would also benefit from enhanced
powers through stronger compulsory purchase laws. Compulsory purchase orders
(CPOs) allow a public organisation or a body to acquire land without the landowner’s
express permission, where it is in the public interest, with compensation being paid
to the landowner. Compulsory purchase of land for the purposes of managing
forestry land is currently governed by the Forestry and Land Management (Scotland)
Bill that was first introduced to the Scottish Parliament in 2017. Prior to this,
compulsory purchase of land for the purposes of managing forestry land was
governed by the Forestry Act 1967. Under Section 16 of the original version of the
Bill that was introduced to Parliament, Scottish Ministers would not only have the
powers of compulsory purchase for the purposes of managing “forestry land in a way
that promotes sustainable forest management”, as already existed under the 1967
Act, but would also have the right to use those powers in order to manage “land... for
the purpose of furthering the achievement of sustainable development”. However,
this extension of compulsory purchase powers for the purposes of achieving
sustainable development was removed by opposition MSPs in the final version of the
Bill that was transcribed into law.'7®

Given the scale of the climate emergency and the rapidly changing conditions in
Scotland’s land market, there is a strong public interest case for extending
compulsory purchase powers to include sustainable development objectives. On 26
April 2020 Part 5 of the Land Reform (Scotland) Act 2016 introduced new
Community Right to Buy powers to further sustainable development, and it is logical
to extend similar provisions to compulsory purchase laws.'”” We therefore
recommend that amending the Forestry and Land Management (Scotland) Bill to
deliver this should be a key priority in the forthcoming Land Reform Bill.

Although compulsory purchase can be controversial, in practice it is likely that few
CPOs would ever need to be issued. Evidence from the UK’s own past, and from
other countries, indicates that the very existence of strong compulsory purchase
powers can be enough to shift the balance of incentives in the operation of the land
market. In the knowledge that the land could be compulsorily purchased by public
bodies, landowners would be incentivised to part with land at a low but fair price
without the need for a CPO. This could deliver a powerful triple benefit of damping
private sector demand, lowering market prices and making it easier for public bodies
to acquire land for public and community benefit.

7.3 Regulation of carbon markets

A key finding of this paper is that a major factor driving demand in the land market
relates to the emergence of carbon credit markets, together with the broad
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consensus that carbon prices will increase in future. Although in future other natural
capital markets are expected to emerge, to date voluntary carbon markets are the
most developed and are having the most significant impact on land market activity.

At present the carbon market in Scotland and the rest of the UK relies on a voluntary
approach to certification as well as participation. As the Scottish Land Commission
has recognised, it is unlikely this voluntary approach will meet the longer-term needs
and ambitions of this developing sector.'”® As a result, there may be benefits in the
Scottish Government exploring options for creating a mandatory system of
certification, with much greater scrutiny and regulation of sellers and buyers and
strict enforcement mechanisms. Given that the Woodland Carbon Code is a UK wide
initiative, it is likely that this would need to be pursued in partnership with the UK
Government.

Regardless of whether a mandatory regime is introduced or not, an immediate
priority relates to ensuring that the additionality tests that are currently applied by the
WCC are sufficiently robust. As discussed in section 2, the growth of forestry owners
seeking to generate carbon credits to supplement revenue from timber sales seems
at odds with WCC'’s additionality criteria, which state that eligible projects should not
be financially viable without carbon income.'”® If carbon credit markets are to be
viewed as credible and avoid being dismissed as ‘greenwashing’, it is vital that high
standards are maintained and businesses are not able to generate carbon credits
from commercial activities that would have happened anyway. As a result, there has
long been a need to review additionality criteria and enforcement to ensure that
suppliers of carbon credits are delivering carbon sequestration that is genuinely
additional. On 6 May a new version of the WCC was published which included new
changes to additionality criteria to make them simpler and more consistent, and to
prevent high up-front land values from skewing the calculations.'® It remains too
early to tell what impact these changes will have, but we recommend that the criteria
are monitored on an ongoing basis to ensure carbon credits are not being generated
from commercial activities that would have happened anyway.

Going forward it may also be beneficial to certify purchasers of carbon credits, as
well as sellers, to ensure that they are only offsetting genuinely unavoidable
emissions. While the WCC currently includes some provisions to monitor the claims
of sellers, there are no equivalent processes for the buyers of carbon credits. This
means that purchasers can rely on purchasing carbon credits to meet net zero
targets while doing little to actually reduce the level of their emissions. The spectacle
of fossil fuel companies such as Shell generating carbon credits from land in
Scotland while continuing to act as one of the world’s largest polluters is a clear
example of how this system can be exploited. 8! If this is not addressed then
Scotland’s carbon credit markets risk facilitating ‘greenwashing’ on a large scale,
which is clearly incompatible with delivering a just transition to net zero by 2045. If
carbon credits are to play a role in Scotland’s net zero transition, it is vital that they
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can only be used to offset genuinely unavoidable emissions, and that credible
monitoring and enforcement mechanisms are introduced to maintain compliance.

7.4 Reforming taxation

A well-designed tax system can incentivise the efficient use of land, regulate the
distribution of income and wealth, and generate revenue for public spending.
However, at present the taxation of land in Scotland does the opposite — it
incentivises the inefficient use of land, exacerbates inequalities, and foregoes
opportunities for raising public revenue. As a result, a poorly designed tax system
contributes to many of the perverse outcomes highlighted in this report.

At present rural landowners benefit from a number of tax exemptions which
privileges land relative to other assets. This includes a number of exemptions to
Inheritance Tax, including Agricultural Property Relief (APR) and 100% Business
Property Relief (BPR) for commercial forestry. As already highlighted in section 5.2,
land used for commercial forestry benefits from no income tax payable when selling
the timber, and no capital gains tax on the increase in value of the trees.

One of the most significant tax exemptions relates to the exemption of agricultural
and wooded land, which accounts for over 90% of the land area of Scotland, from
non-domestic rates. Non-domestic rates are the primary recurring tax on non-
residential property in Scotland, and are levied on the basis of rateable value. This
represents a major distortion in the land market, and serves little purpose other than
to benefit landowners. As the Land Reform Review Group noted: “there is no clear
public interest case in maintaining the current universal exemption of agriculture,
forestry and other land based businesses from non-domestic rates”. 82

A final tax benefit relates to Land and Buildings Transactions Tax (LBTT), which
replaced Stamp Duty Land Tax in Scotland in 2015. Although LBTT is applied to
agricultural and forestry land, it is applied at a lower rate than residential property.

As a result, there is significant scope to reform the tax system in Scotland to
incentivise a more efficient use of land and ensure an appropriate balance between
public and private interests. As capital gains tax and inheritance tax are both
reserved to Westminster, the Scottish Government has limited power to reform them.
However, the Scottish Parliament’s competence over local taxation and LBTT offers
significant opportunities for tax reform in this parliamentary term.

There is a strong case for including all land on the valuation roll to enable a better
understanding of land values, make the market more transparent and allow
policymakers to target future policies effectively. In principle, there is also a strong
case for applying non-domestic rates to agricultural land and wooded land, meaning
that owners would be liable for paying non-domestic rates like any other rural
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business. However, for the time being we recommend that agricultural land remains
exempt from non-domestic rates in light of the strategic policy objectives surrounding
food security and the particular challenges faced by the agricultural sector at the
moment. In contrast, it is clear that the significant tax advantages enjoyed by
wooded land is contributing to an overheating forestry market, which in turn is
resulting in agricultural land being purchased by forestry investors and taken out of
agricultural use (as highlighted in section 3)."8 We therefore recommend that non-
domestic rates should be applied to wooded land as a priority, and that the case for
applying rates to agricultural land is reviewed periodically. As well as raising
significant public revenue, this would also help to address a significant distortion in
Scotland’s land market.

In addition, the rate of LBTT could be equalised with that paid on residential
transactions, and a surcharge could be introduced on land holdings over a certain
scale threshold, operating on a similar principle to the Additional Dwelling
Supplement for residential transactions. Modelling undertaken by the Scottish Land
Commission found that introducing a surcharge rate of 4% could reduce
concentration of land holdings by 2.5% over 20 years and generate ¢.£25 million in
additional tax revenue over a five-year period, however it may be beneficial to
introduce a significantly higher surcharge in order to significantly change
incentives. 184

A further challenge for policymakers relates to the role of taxation in relation to
existing and future natural capital markets. As the market for carbon credits is
relatively new, the value generated from carbon reduction and sequestration in
Scotland remains outside the sphere of taxation. As this report has highlighted, the
market for carbon credits alone could potentially be worth billions of pounds a year in
the coming decades, and continuing with a model that enables this value to be
captured exclusively by landowners is clearly incompatible with the principles of a
just transition. Scotland’s land is our greatest asset, therefore there is an urgent
need to reassess how the value it generates is distributed between the private
sector, public sector, and local communities.

Taxation is one of the most powerful tools the Scottish Government has at its
disposal to ensure that the rewards from Scotland’s natural capital potential are more
fairly captured and distributed. As the Scottish Land Commission has recognised:
“Public policy intervention will be required to ensure an appropriate balance of public
and private benefit. In relation to potential windfall gains a well-designed tax
instrument could incentivise carbon sequestration and, where there are significant
increases in value created by carbon and natural capital markets, ensure a fair public
share of that value.”185

One potential option would be to levy a new tax on the sale of carbon credits.
However, introducing this in practice may be challenging, and could lead to a
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number of perverse outcomes. As explored in section 5, many of the large corporate
investors in Scotland’s land market are not planning on selling carbon credits. This
means that introducing a tax on the sale of carbon credits would therefore privilege
those landowners who are planning to ‘grow their own’ carbon credits for insetting
purposes. In addition, because the WCC and PC are currently voluntary initiatives,
levying a tax on sales would risk diverting carbon credit transactions elsewhere that
would escape any new tax. A further challenge relates to the potential emergence of
new natural capital markets in future. Levying a tax specifically on carbon credits
would mean that the value generated from other natural capital markets that emerge
would not be captured, and this may require the introduction of new taxes further
down the line. It is also not clear whether the Scottish Parliament would have
legislative competence to introduce such a tax.

A potentially simpler and more effective solution would be to set out a long-term goal
of replacing non-domestic rates with a land value tax. Economists have long
recognised that levying an annual tax on the market value of unimproved land is the
most economically efficient way of raising taxes.'8¢ Being fixed in supply, taxing land
does not distort economic activity in the same way that taxing other goods and
services does. By attaching a cost to owning land, a land value tax (LVT) would
diminish the incentive to buy land and property for speculative rather than productive
purposes, and would ensure that any increases in land values would be shared with
the public purse. LVT also has a strong moral basis: capturing a proportion of the
unearned windfalls that landowners receive from the activities of the state and wider
community. Additionally, since land cannot be hidden or moved to a tax haven, land
value taxation is difficult to avoid or evade.

The case for replacing non-domestic rates with a LVT was strong even before the
challenges around natural capital emerged. But the impact of the carbon market and
other natural capital activities on the land market has significantly strengthened the
case for doing so. As has already been highlighted, land markets are incredibly
effective at capitalising into land prices, and it is clear that expectations around rising
carbon prices are already being capitalised into land values. As such, introducing a
LVT would be a relatively simple and effective way to capture some of the value
associated with natural capital activities for public benefit. Unlike levying a tax on the
sale of carbon credits, it would also ensure that a share of the value from any new
natural capital markets that emerge is also captured, and this will also likely be
reflected in land values.

As the Scottish Land Commission has noted, moving towards a LVT brings a
number of practical challenges that need to be addressed before it can be
implemented. This includes the need to enhance public awareness of how the tax
works, establish up to date information on all land ownership, develop a robust
methodology for valuing land for tax purposes, and adapt the planning system. '8’
However, as the Commission acknowledges, none of these are insurmountable, and
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many should be addressed regardless of whether an LVT is introduced. As a result,
we recommend that the Scottish Government sets out a long-term ambition to

replace non-domestic rates with a Land Value Tax, and lays the groundwork for this
by making efforts to address the associated practical barriers during this parliament.

7.5 Public wealth funds

The revenue that could be raised from taxing land and natural capital activities more
effectively, as well as from natural resource windfalls such as ScotWind auctions,
raises the question of how this money can most effectively be utilised by the Scottish
Government. Here there is an opportunity to explore innovative mechanisms which
aim to ensure that the value generated from natural capital activities is invested
strategically to generate returns over the long-term. Lessons should be learned from
the windfalls that followed the discovery of North Sea oil and gas: while the UK
largely squandered this on tax cuts, Norway invested the proceeds into a sovereign
wealth fund that is now the largest in the world. Norway’s oil fund now has $1.3
trillion of assets, and delivered $176 billion of dividends to the Norwegian exchequer
last year.'®8 In Scotland, there may be benefits from pursuing a similar approach
both at the local and national level.

At the local level, a share of the revenue raised could be paid into a Community
Wealth Fund (CWF). There is already a precedent for this approach in the form of
the community benefit funds that receive annual contributions from wind farms and
other renewables. However, the establishment of a CWF would differ from the
existing community benefit funds in a number of key respects. Contributions to
community benefit funds from developers are voluntary, which means that in practice
payments are often relatively small compared to the revenue generated from
renewables. A recent investigation by The Ferret found that in 2022, Scotland’s
onshore wind farms could together produce electricity valued at over £3.5bn, but just
over £22 million, or 0.6% will go to the communities which live nearest these wind
farms in payments to support local initiatives.8 In contrast, a CWF would receive its
funding from taxation and leasing auctions, meaning that payments would be
guaranteed and could be significantly higher. Communities could be invited to submit
funding applications to the CWF which would be assessed on the basis of
Community Wealth Building criteria. This would set the CWF apart from the Scottish
Land Fund and lottery funding, and would help to ensure that value generated from
natural capital activities is retained and reinvested to create local wealth.

At the national level, a national wealth fund could be established that would invest for
the long-term in the national interest, learning from international experience of
sovereign wealth fund models, as has been suggested by the Scottish Land
Commission.'® If windfalls such as the £700m raised recently from the first round of
the Scotwind offshore wind auction were invested strategically, the fund should be
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able to generate dividends that could be used to support public spending, as is the
case in Norway.

7.6 Reforming public grants

Many of the case studies examined in section 5 are receiving (or hope to receive)
public grants which subsidise activities such as tree planting and peatland
restoration. For some smaller initiatives, the availability of public grants can make the
difference between an investment being viable or not. However, in the case of large
corporate owners such as the SLI, the availability of grants does not appear to be a
primary motivating factor. The company expects that the rewards from generating
carbon credits are likely to far outweigh income received from grants — especially if
carbon prices increase as anticipated in future. In all cases however, grants reduce
the costs and risks associated with investing in tree planting and peatland
restoration. As a result, the availability of grants can be viewed as playing an
important ‘de-risking’ role for large landowners by covering some of the upfront costs
associated with tree planting and peatland restoration, and enhancing overall
returns.

In light of this, while there continues to be a public interest case for providing grants
for activities such as tree planting and peatland restoration, it is not clear that
providing grants with no upper limit for any single landowner or beneficiary
represents good value for money. Transferring millions of pounds of public money to
large corporate and financial investors whose activities will deliver little in the way of
benefits to local communities is difficult to reconcile with the ambition to deliver a just
transition. As a result, we recommend that introducing a cap on the amount of grants
that any single landowner or beneficiary can receive should be explored.

In addition, the conditions attached to public grants should also be reviewed to
ensure that public money is only being used to support activities that align with public
policy objectives. Attaching conditions to public funding can play an important
‘market shaping’ role promoting behavioural change in the private sector. The
Scottish Government has already taken this approach through its ‘Fair Work’
agenda, which requires employers who benefit from grants, funding and contracts to
adopt the following ‘Fair Work First’ criteria:®’

Appropriate channels for effective voice, such as trade union recognition;
Investment in workforce development;

Action to tackle the gender pay gap and create a more diverse and inclusive
workplace;

No inappropriate use of zero-hours contracts; and

Payment of the real Living Wage.

72



With regards to grants for tree planting and peatland restoration, we recommend that
the Scottish Government reviews the conditions attached to the FGS and PAF. This
could include introducing criteria relating to adherence to Fair Work principles as well
as such as alignment with Community Wealth Building goals; compliance with the
Land Rights and Responsibilities Statement; and demonstrating clear additionality.

7.7 Expanding alternative ownership models

Diversifying the ownership of Scotland’s rural land market can and should involve a
rapid and significant expansion of community ownership, securing a ground up
approach to land ownership and management, elevating levels of community
participation in decision-making and land stewardship, ensuring benefits flow to local
communities and economies, and — particularly in the case of carbon offsetting
projects — ensuring that those most connected to land are shaping how it is
decarbonised.

Community right to buy — which allows communities in Scotland to apply to register
an interest in land and the chance to purchase it when it enters the market — remains
a key measure to pluralising land ownership in Scotland. Despite this, inaccessible
rural land prices and the impacts of this on local communities are of longstanding
concern. The debate around ‘Green Lairds’ shines a spotlight on this and, depending
on the direction of future rural land market prices, could exacerbate it. As the
analysis in this paper shows, the recent dramatic spikes in rural land prices and the
increase in carbon prices could further hinder efforts by communities to purchase
land. As such, action is required to scale opportunities to address concentrated land
ownership.

We recommend that the Scottish Government examines the scope to strengthen
Community Right to Buy powers to enable communities to purchase land at below
market value under certain circumstances, for example if the land’s existing use is
not contributing to sustainable development. The Scottish Government has a legal
obligation to act in a way that is compatible with the European Convention on Human
Rights (ECHR), which enshrines the right to “peaceful enjoyment of possessions”.
However, the individual property rights enshrined in the ECHR are not absolute, and
it is legitimate for the state to interfere with individual property rights if it is in the
public interest to do so. In order to establish the legal implications of such an
approach, we recommend that the Scottish Land Commission commissions work to
examine compatibility with the Scottish Government’s legal obligations in more
detail.

The advancement of community ownership should further entail a substantial and
rapid upgrading of funding available for communities, including through a new
Community Wealth Fund and the Scottish National Investment Bank, as discussed
further below.
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While community ownership, participation and decision making power should be
central to land management, opportunities exist to grow partnership models. The Isle
of Eigg provides a useful illustration of how such a partnership can work. In 1997, the
Isle of Eigg Heritage Trust took ownership of the island following structural social and
economic problems, such as poor housing conditions and a lack of job opportunities,
under the previous private ownership model. The community buyout was led by and
for the community to respond to the crisis facing the island and give islanders a
meaningful stake and say in the future of their community. As part of this, a
fundraising campaign was initiated with the support of the Scottish Wildlife Trust and
the Highland Council. Highlands and Islands Enterprise provided technical support
towards the buyout and the community raised £1.5 million towards the purchase
price.'®? Since the community buyout, the community has successfully implemented
a series of transformative changes, such as the creation of the world’s first off-grid
electric system powered by wind, water and solar and the retrofitting of homes on the
island. 93

Building on the partnership model, and in contrast to the traditional model of
economic development Community Wealth Building sets out to transform, Public
Commons Partnerships (PCPs) propose that local authorities and other public
bodies work with communities to create, manage, and grow the public commons.
PCPs necessitate co-ownership and co-governance of an asset by state authorities
or land-owning public bodies, a ‘common association’ made up of, for example,
members of the local community and local business owners, alongside key
stakeholders such as relevant experts and trade union representatives. Such a
model can democratise governance, landscapes, and economies, allowing surplus
accrued to seed fund new PCPs.'% While thus far focussing on urban land and
assets, this model of governance could be used to steward sustainable rural land
ownership and management in Scotland, democratising green land management,
growing the public commons, giving rural communities greater levels of decision
making power, and reinvesting surplus in new local partnerships.

7.8 Access to finance

One of the key barriers to scaling up community ownership in Scotland relates to
access to finance. While there is limited funding available to support community
buyouts from the Scottish Land Fund, in practice this has not kept pace with rising
land values, and pales in significance to the resources at the disposal of large private
investors. Even if buyouts are successful, communities often find it difficult to access
finance to support investment and expansion, as commercial lenders often view
community owned initiatives as high-risk and relatively niche. There is therefore a
need to establish new financing mechanisms to support the expansion of community
ownership in Scotland.
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In section 5.2 we highlighted how the recently established Scottish National
Investment Bank had invested £50m in Gresham House’s new Forestry and
Sustainability Fund. Given the issues raised regarding Gresham House’s business
model, it is not clear that this represents an effective use of the SNIB’s resources.
However, going forward SNIB can play an important role supporting natural capital
initiatives in Scotland that deliver benefits for the environment and local
communities. The Scottish Government has tasked the SNIB with supporting three
‘missions’:19°

e Achieving a just transition to net zero by 2045;
e Extending equality of opportunity through improving places by 2040;
e Harnessing innovation to enable our people to flourish by 2040.

As a result, investing in community-led climate initiatives has a strong alignment with
two of the Bank’s three missions (the net zero and place missions). The Bank’s
investment strategy states that its minimum investment size is £1m, but that smaller
amounts of £500,000 will be considered where an investment opportunity has a
particularly strong mission alignment.'®® However, there is a strong case for setting
out distinct criteria for community initiatives tailored to the specific needs and context
of the sector, and establishing a dedicated team tasked with overseeing investment
in community initiatives. One way to do this would be for the SNIB to establish a
dedicated fund to support community owned initiatives that would be tailored to the
specific needs and context of the sector. This could provide low-cost debt financing
to support community buyouts and invest in community initiatives such as renewable
energy and affordable housing. The SNIB could also seek to crowd-in investment
from socially-oriented private investors through innovative co-investment models.
While many private investors currently view community-owned projects as high-risk,
the presence of the SNIB as a cornerstone investor would help to de-risk community
initiatives and provide private investors with the confidence they need to invest.

One significant constraint the SNIB faces is its limited financial resources: the
Scottish Government has committed to providing £2 billion over 10 years, and the
Bank is unable to borrow to secure additional funding. However, given the strong
mission alignment, and challenges communities face in accessing finance
commercially, there is a strong case that a proportion of the Bank’s available funds
should be allocated towards supporting community initiatives.

7.9 Transparency

The lack of transparent and publicly available information about land ownership and
transactions remains a barrier to community knowledge and participation, and so
hinders the ability of communities to influence land-related decisions impacting them.
Principle 5 of the Scottish Government’s Land Rights and Responsibilities Statement
supports this, noting: “There should be improved transparency of information about
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the ownership, use and management of land, and this should be publicly available,
clear and contain relevant detail.”1%7

The Scottish Government has made a series of steps towards a more transparent
approach to land ownership, notably by making provision for a Register of
Controlling Interests in the Land Reform (Scotland) Act 2016.'% Despite this, access
to land ownership information remains fragmented, and Scotland lacks a
comprehensive framework detailing the principles of provision of land information.%°
As of 2018, around 65% of titles and 35% of land mass were recorded in the central
registry.2%

The transition to net zero and its implications on rural land market dynamics shine a
spotlight on transparency-related land issues. The combination of a relatively
unregulated rural land market and rising land prices amid the carbon offsetting boom
threaten to further undermine land transparency in Scotland. This is particularly true
given the changing rural land market dynamics, and in light of the scale of many
‘Green Laird’ land acquisitions and the knock-on implications of a heavily
concentrated land market on rural communities. A key issue reinforcing the need for
greater levels of transparency is that of land sales that do not enter the public market
and are shrouded in secrecy, effectively locking out community participation.
Tackling the opaque nature of private, off-market sales will be central to helping
empowering communities amid these new market dynamics.

As such, we recommend that the Scottish Government explores new measures to
enhance transparency in the land market and prevent land sales from happening off-
market under the guise of secrecy. This could involve requiring all land sales over a
certain size to be subject to a process of public notification, for example by
information the Scottish Land Commission. More robustly, it could involve compelling
all land sales over a certain size to be publicly advertised, openly detailing all
relevant market information to all parties. This would enable communities and other
interested parties to explore the option of buyouts and alternative bids where, in an
off-market sale, it would be denied.

8. Conclusion and recommendations

In this paper we have highlighted how Scotland’s carbon sequestration and natural
capital potential could generate significant economic value over the coming decades.
However, recent trends in Scotland’s land market indicate that there is a significant
risk that the financial rewards from Scotland’s ‘natural capital’ potential could end up
flowing to a small number of private landowners rather than generating inclusive
prosperity for Scotland’s rural communities and local economies.
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These dynamics could also have profound impact on Scotland’s land market —
pushing up rents and prices even further, making it increasingly difficult for rural
communities to fulfil their economic potential and constraining opportunities for
community development. Although the Scottish Government has committed to
delivering a just transition to net zero, scaling up Community Wealth Building, and
delivering inclusive growth across Scotland, it is clear more must be done to ensure
they are realised in practice.

In order to address the growing disconnect between the current trajectory and the
Scottish Government’s stated policy objectives, fundamental reforms to the
ownership and governance of Scotland’s land market are required. In particular, we
recommend that policy should focus on advancing the following strategic objectives:

1. Curtailing absentee corporate and individual models of land ownership;

2. Aligning the governance of land and natural capital markets with Community
Wealth Building principles;

3. Scaling up community ownership of land across Scotland;

Promoting new partnership models for managing land and natural capital;

5. Ensuring that public funding is aligned with Community Wealth Building
objectives; and

6. Establishing new sources of finance to support activities that contribute to
Community Wealth Building goals.

e

A summary of our key policy recommendations to deliver on these objectives are as
follows:

e A new statutory power to apply a public interest to all landholdings in Scotland
above a certain scale and/or concentration should be introduced, backed up
by the power to issue compulsory sale orders for existing landholdings that fail
to meet the test’s criteria as a last resort. This should apply to all current
landholdings above a specified size, not just at the point of sale or transfer.

e Public acquisitions of land via Forestry and Land Scotland and Crown Estate
Scotland should be significantly scaled up, enabling them to acquire strategic
sites and capture a share of Scotland’s natural capital potential for public and
community benefit. Compulsory purchase powers should also be
strengthened to enable public bodies to acquire land for the purposes of
achieving sustainable development.

e Options for creating a mandatory system of certification for carbon credits
should be explored to ensure much greater scrutiny of sellers and buyers.
Additionally criteria for carbon credit generation should also be monitored on
an ongoing basis to prevent greenwashing and ensure that suppliers of
carbon credits are delivering carbon sequestration that is genuinely additional.
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All land should be brought onto the valuation roll, and non-domestic rates
should be applied to all wooded land. Agricultural land should remain exempt
from non-domestic rates for the time being, but this should be reviewed
periodically. The rate of LBTT on rural land transactions should also be
equalised with that paid on residential transactions, and a surcharge should
be introduced on land holdings over a certain scale threshold.

The Scottish Government should set out a long-term ambition to replace non-
domestic rates with a Land Value Tax, and lay the groundwork for this by
making efforts to address the associated practical barriers during the current
parliamentary term.

Funding for community initiatives should be scaled up via the establishment of
a new Community Wealth Fund, endowed with a share of the revenue
generated from natural capital related activities. Communities should be
invited to submit funding applications to the CWF which would be assessed
on the basis of Community Wealth Building criteria.

The benefits of establishing a new National Wealth Fund should be explored
to ensure that a share of the value generated from Scotland’s natural capital
is invested for the long-term in the national interest, learning from international
experience of sovereign wealth fund models.

A cap on the amount of public grants that any single landowner or beneficiary
can receive should be introduced, and eligibility criteria for grants relating to
woodland creation and peatland restoration should be reviewed to ensure
alignment with public policy objectives. This could include introducing new
conditions relating to adherence to Fair Work principles as well as such as
alignment with Community Wealth Building goals and compliance with the
Land Rights and Responsibilities Statement.

Community Right to Buy powers should be strengthened, including examining
the scope to strengthen Community Right to Buy powers to enable
communities to purchase land at below market value under certain
circumstances, with the aim of significantly increasing the share of land
owned by local communities. In addition, Public Commons Partnerships
(PCPs) should be explored as a potential model for pursuing partnership
approaches to democratic land ownership.

The Scottish National Investment Bank should establish a dedicated fund to
support community owned initiatives that would be tailored to the specific
needs and context of the sector. The fund should provide low-cost debt
financing to support community buyouts and invest in community initiatives
such as renewable energy and affordable housing.
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e The Scottish Government should explore new measures to enhance
transparency in the land market and prevent off-market land sales happening
under the guise of secrecy. It should also increase efforts to establish
accurate, up to date data on land values, ownership and use across Scotland.
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Appendix A: Funding mechanisms for natural capital activities in Scotland

A.1 Carbon credit markets

As discussed in section 2, the global embrace of net zero targets has fuelled a surge
in demand for carbon credits in recent years to offset emissions. There are currently
two carbon credit schemes operating in Scotland. The first is the Woodland Carbon
Code (WCC). Launched in 2011, the WCC (WCC) is the quality assurance standard
for woodland creation projects in the UK. The WCC generates independently verified
carbon units based on the amount of CO2 sequestered, which can then be sold,
therefore generating income for landowners, or retained to offset the landowner’s
own emissions.

It is estimated that some 10,000 years ago, around half of the land in Scotland was
woodland, reaching its peak 5,000 years later, covering 80 percent of land.
Subsequent demands placed on woodlands dramatically reduced tree coverage?®’,
and by the early 20™ century, Scotland’s forest cover was around just 5 percent.
Over the last century, forest and woodland cover in Scotland has grown from roughly
5 percent to 18.5 percent.

Because trees absorb CO2 from the air, woodland creation is an example of carbon
sequestration. The rate of carbon sequestration varies considerably through the life
of a woodland. Initially, it is slow but gradually increases until it reaches a maximum
rate in trees between 15 to 35 years of age. As a woodland matures, the rate at
which it absorbs atmospheric CO2 slows down and some of the older trees begin to
die. Eventually, after around 100 years, a woodland tends to emit as much carbon as
it sequesters each year, and at this point the woodland becomes a carbon store,
rather than a carbon sink.

Given the extent to which carbon sequestration varies over time, the WCC offers two
types of carbon unit available to purchase:2%?

e A Pending Issuance Unit (PIU) is effectively a ‘promise to deliver’ a
Woodland Carbon Unit in future, based on predicted sequestration. It is not
‘guaranteed’, and cannot be used to report against UK-based emissions until
verified and converted to a WCU. However, it allows companies to plan to
compensate for future UK-based emissions, or make Corporate Social
Responsibility statements in support of woodland creation.

e A Woodland Carbon Unit (WCU) is a tonne of CO2e which has been

sequestered in a WCC-verified woodland. It has been independently verified,
is guaranteed to be there, and can be used by companies to report against
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UK-based emissions or to use in claims of carbon neutrality or Net Zero
emissions.

In order to get verified, projects must demonstrate that carbon sequestration will be
additional (i.e. will remove additional amounts of CO2 from the atmosphere
compared to what would have happened in the absence of a market for offset
credits) and permanent. Carbon units are held in the UK Land Carbon Registry, and
managed by IHS Markit. Every 10 years, projects are checked and, if performing
well, verified. At each of these points, PlIUs delivered are converted to WCUs. Where
landowners are seeking to generate their units to offset their own corporate
emissions, carbon units are retired from the UK Land Carbon Registry once
converted to WCUs and never marketed for sale.2%

WCC registrations have surged in recent years. In Scotland, registrations grew from
157 in March 2020 to 355 by March 2021, with a further 283 added by the end of
December. Only 12 schemes were validated during this nine-month period; most of
the growth is in the “under development” category, which includes some schemes
which are still in the design process and others which have been planted but not yet
validated.?%* Scotland’s share of the UK total has remained broadly constant: about
50% of the projects but closer to 80% of the area.

The second carbon credit scheme operating in Scotland is the Peatland Code (PC).
Launched in 2015, the PC is a voluntary certification standard for generating carbon
credits from peatlands. The restoration of Scotland’s peatlands, which constitute
over 20 percent of the country’s land cover, can play an important role in meeting
Scotland’s net zero targets. In good condition, peatlands can store significant
amounts of carbon, and deliver additional benefits like flood mitigation and
biodiversity and habitat preservation and restoration. Despite storing around 1600
million tonnes of carbon, around 80 percent of Scotland’s peatlands are degraded,
meaning that they are net emitters of CO2 emissions.?%® Scotland’s Soil estimates
that if Scotland lost all the carbon stored in peat soils as CO2, “it would be the
equivalent of more than 120 times our annual GHG emissions.”2%

The PC was set-up to help facilitate restoration of peatlands across the UK. It sets
out a series of best practice requirements including a standard method for
quantifying the greenhouse gas benefits of restoration. Recognising that carbon
benefits arise for many years after the initial restoration activities are implemented,
the Peatland Code ensures the carbon benefit will be regularly measured and
monitored over the lifetime of the project.?%” The Peatland Code follows all the same
rules as the WCC — projects must be additional to business as usual and emissions
reductions should be permanent.

As with the WCC, PC registrations have increased recently. There are now 29
registered projects in Scotland, up from 18 in March 2021.2°8 Whereas the WCC is
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focused on carbon sequestration, the PC is focused on emissions reduction, and as
result there is some debate over whether carbon credits should be able to be
generated from peatland restoration activities (see box).

Box: Carbon reduction versus carbon sequestration

There are two different mechanisms by which carbon offsets can be generated.
Firstly, there are projects that remove or sequester carbon from the atmosphere.
These include nature-based solutions such as tree planting, as well technology
based-solutions such as bioenergy with carbon capture and storage (BECCS). To
date however, technology based solutions have not been deployed effectively at
scale and remain relatively unproven.

Secondly, there are projects that avoid or reduce carbon emissions that would
have otherwise been emitted from carbon sources. Examples include limiting
deforestation and restoring peatlands, which is particularly relevant in the Scottish
context. As mentioned above, 80% of Scotland’s blanket bogs are degraded in
some way, and have become a significant net source of greenhouse gases. It is
estimated that Scotland’s peatlands are emitting more than 9.5 million tonnes of
CO-2 each year.?® While restoring peatlands can reduce the amount of emissions
produced and therefore help achieve climate targets, in many cases restored
peatlands will still be a net source of greenhouse gas sources.

At present carbon offsets can be generated from activities that sequester carbon
emissions and activities that reduce carbon emissions. However, some experts
believe that carbon offsets should not be able to be generated from activities that
merely reduce or avoid emissions, on the basis that greenhouse gases are still
being emitted. For example, guidance from the Science-Based Targets Initiative
(SBTI), which assists private sector organisations in setting and achieving
ambitious climate action, states that “carbon credits may only be considered an
option for neutralising residual emissions” and that “avoided emissions do not
count toward science-based targets.”2'°

Carbon prices within the voluntary offsetting market vary greatly. The estate agent
Sauvills reported a range of £3/tCO2e to £30/tCO2e in 2021, while the Woodland
Carbon Code reports that the majority of Pending Issuance Units (which represent
the majority of the market) sell for between £15-20/tCO2e.?!" 212 According to
Bidwell’s, the price paid for one tCOZ2e in the UK’s voluntary carbon market has
increased by 500% in the last three years alone.?'® There is an emerging consensus
that the price of carbon prices within the voluntary offsetting market will increase
significantly in the years ahead, which could have significant consequences for
Scotland’s land market.
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A.2 Grants

There are three main grant schemes currently operating in Scotland in relation to
natural capital activities." The first is the Forestry Grant Scheme (FGS), which
offers financial support for the creation of new woodland and the sustainable
management of existing woodland. The was introduced as part of the Scottish Rural
Development Programme in 2015 and is administered by Scottish Forestry, which
publishes regular statistics on applications and approvals.

FGS woodland creation grants are intended to provide a contribution to costs,
whereas previous iterations of the scheme made grants payable on production of
receipts for expenditure. The scale of financial support available varies by tree
species, location and scale of planting, and includes an initial planting payment rate
and an annual maintenance payment rate for five years. Current grants range from
around £2,000 per hectare for native low density planting to over £10,000 per
hectare for native broadleaf planting in the Northern and Western Isles.?'* At present
there is no cap on the amount of grants any single landowner or beneficial entity can
receive. Total approved FGS funding for woodland creation from 2015 to July 2021
was £232 million, and this has supported 54,844 hectares of woodland creation.?'® |t
has been estimated that the cost of grants will increase to £72m a year if the Scottish
Government is to meet its woodland creation target of 18,000 hectares a year by
2024/25.216 217

The second grant scheme operating in Scotland is the Peatland Action Fund
(PAF). In the 2020-21 Budget Statement, the Scottish Government committed to
investing more than a quarter of a billion pounds in peatland restoration over the next
ten years.2'® This follows previous funding of £30 million which has supported the
restoration of over 25,000 hectares since 2012.2'° The PAF is operated by
NatureScot, Scotland’s nature agency, and primarily supports on-the-ground
restoration activities such as installation of peat dams in man-made ditches, as well
as more novel techniques such as peat hag re-vegetating.??° Unlike the FGS, there
are no geographical restrictions or target areas for Peatland Action funding.2?'
However, as with the FGS there is no cap on the amount of grants any single
landowner or beneficial entity can receive.

The third grant scheme operating in Scotland is the Nature Restoration Fund
(NRF). Launched in July 2021, the NRF encourages applicants with projects that
restore wildlife and habitats on land and sea and address the twin crises of
biodiversity loss and climate change. The NRF comprises a multi-year package of at

h We do not include agricultural subsidies for the purposes of this paper as at present their primary
purpose is not related to carbon or natural capital.
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least £55 million over the next five years, and is also operated by NatureScot.??? The
fund has set out the following four initial ‘priority themes’:223

Habitat and species restoration;

Freshwater restoration, including restoring natural flows in rural catchments;
Coastal and marine management to promote restoration and resilience;
Control of invasive non-native species impacting on nature.

The NRF does not fund tree planting schemes or any other woodland improvement
or management activities for which FGS funding is available. However, it may
consider tree planting or other woodland improvement elements of wider projects
where they do not meet the eligibility criteria of FGS. The fund is currently inviting
projects requesting a grant of £25,000 - £250,000 to be delivered over a maximum of
two years, however a competitive fund for projects requesting a grant of over
£250,000 that can be delivered over 3-5 years will be launched later in 2022.%?4 The
NRF is available to constituted organisations (i.e. registered charities and trusts and
communities), private individuals and companies, and partnerships and
organisations working collaboratively with others, and will cover a maximum of 90%
of project costs.
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