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This Briefing discusses and analyses the Scottish Government’s recent proposals to reform
Council Tax, in response to the report of the Commission on Local Tax Reform.
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EXECUTIVE SUMMARY

Council Tax is the system of local taxation that is used to part-fund local authorities. It was
introduced in 1993 to replace the Community Charge (known as the “poll tax’) and has
remained unchanged since its introduction.

The Scottish Government and COSLA established the Commission on Local Tax Reform, which
reported in December 2015. In March 2016, the Scottish Government published its proposals
for reform of the Council Tax.

The main area of reform is to increase the ratios of the upper bands (E-H) relative to Band D.
This will mean that bills for Band E will increase by 7.5%, Band F by 12.5%, Band G by 17.5%
and Band H by 22.5%. No additional bands have been added and the ratios for Bands A-D will
remain unchanged. The Government has also confirmed that it does not plan to hold a
revaluation, so Council Tax will remain based on values of property in 1991. The impact of the
proposed changes on bills varies between local authorities — for example those in Band H
properties in Aberdeen City will see bills rise by £554, but those in Band H in Eilean Siar will see
bills rise by £461.

The distribution of households in higher bands also varies considerably between local
authorities. This means that some local authorities will take in much more additional income
than others — Edinburgh will receive around £15.6m additional income, but the three island
authorities will all receive less than £0.2m. The Government states that the additional income
from changing Bands E-H “will be invested in schools across Scotland,” but there does not
appear to be a mechanism for ring-fencing money received from the Council Tax, as it is
collected by councils.

The Commission on Local Tax Reform modelled an alternative, “proportional” Council Tax.
Under the Commission’s alternative for the Council Tax, those in Bands A-C would pay
significantly less than under the current system or Scottish Government proposals. But those in
Bands E-H would pay considerably more — especially those in Band H.

The Commission concluded that, “in order to achieve proportionality would require the tax on
the highest value homes to be 15 times the tax on the lowest value homes”. Using this
methodology, this would appear to indicate that, while the Government’s proposals make the
Council Tax more proportionate than the present system, they fall short of making the Council
Tax a “proportionate” tax. Therefore, if the reformed Council Tax is not “progressive”, or even
“proportionate”, then even if the proposed changes make it less regressive, then it would still be
termed “regressive” using this methodology.

Another aspect of the Government’s proposed reform is to end the Council Tax freeze, although
the Government states that any future rises will be capped at 3% per year. It is not clear how
this will be enforced.

In addition to amending Bands E-H, the other major area of reform to Council Tax is the
introduction of a targeted relief for “around 54,000 households in properties in Bands E-H on net
incomes below the Scottish median for their household type, up to a maximum of £25,000".
However, the published information from the Government contains very little detail on how this
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reform will operate in practice. It is not clear how much it will cost to implement the policy, and it
is not clear the extent to which local authorities were consulted prior to its announcement.

Finally, the Government also proposes to consult exchanging a fixed proportion of income tax
receipts, distributed to individual councils through the local government settlement. This reform
will clearly take some time to implement and given disparity in income tax receipts between
local authority areas, it is likely an equalisation system would need to be introduced.



BACKGROUND

Council Tax is the system of local taxation that is used to part-fund local authorities. It was
introduced in 1993 to replace the Community Charge (known as the “poll tax”) and has
remained unchanged since its introduction. Key elements of the current Council Tax are:

e The rate of tax payable is based on the value of residential property in 1991, and the
amount that households pay depends on their band (A to H).

e Local authorities set the Band D rate, and other bands are calculated as a set ratio to the
Band D rate.

e Since 2008-09 the Council Tax has been frozen at 2007-08 levels.

e Various exemptions and discounts apply and people on low incomes may be eligible for
Council Tax Reduction, which replaced Council Tax Benefit in 1991.

In 2015, following a recommendation by the Parliament’s Local Government and Regeneration
Committee (2014), the Scottish Government and COSLA established the Commission on Local
Tax Reform (“the Commission”). The Commission reported in December 2015.

In March 2016, the Scottish Government published its proposals (Scottish Government 2016a)
for reform of the Council Tax, in response to the Commission’s report.

This briefing analyses the Government’s proposals, the potential impact on Council Tax bills
and income, and the extent to which the proposals take on relevant recommendations of the
Commission.

COMMISSION ON LOCAL TAX REFORM

This briefing does not provide a comprehensive summary of the Commission’s detailed work,
but does refer to the conclusions, recommendations and modelling work contained in all three
volumes of its final report (Commission on Local Tax Reform 2015), where relevant to
consideration of the Government’s proposals.

The Commission concluded that “the present Council Tax system must end” and that local tax
“needs substantial reform” because “some people are paying more than they should.” It went
on to note that previous attempts at reform had failed, and that “the opportunity for reform
cannot be missed again.”

In general terms, the report concludes that “any new system of Local Government taxation
should continue to be one of general tax contributing to the general funding of local services,
rather than a system of charges for specific services.” And, that “the new system should offer
greater flexibility to Local Government and thereby strengthen local democracy. Local rate-
setting wherever possible should be an explicit feature of reform.”

The report also notes that a new system of local taxation should not only draw on one source of
taxation, and that “multiple forms of tax would allow local taxation as a whole to be fairer.”
Linked to this, the report also concluded that the local government tax base should be widened
to include income. And, it states that the distribution formula will also need to be “reviewed and
adjusted.”

Although the report does not recommend a specific course of action, it does include three
possible alternatives that could “raise the same” as the Council Tax. It also looked at other
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additional taxes that could be used, and the possible impacts of revaluation. The three
alternatives are set out below.

¢ Local income tax: In this example, the Commission mirrored the UK income tax
structure and added an additional flat rate tax to the basic, higher and additional rates of
income tax.

¢ A reformed, proportionate Council Tax: In this example, the Commission retained the
main features of the present Council Tax, including the Council Tax Reduction scheme,
but changed the charge for each band to reflect differences in relative property values in
each band.

o A steeply progressive property tax: In this example, the Commission modelled a tax
based on each household paying a percentage of the value of their home in tax — the
higher the value of the property, the higher the tax rate. It included the same eligibility for
an equivalent to the Council Tax Reduction scheme.

The Commission also looked at land value tax in some detail. The Commission was not able to
fully model the effects of a land value tax as for the three alternatives above, but was able to do
some work around estimating how land values differed to property values in some local
authorities.

The proposals for a “reformed, proportionate Council Tax” are referred to in detail later in this
briefing.

SCOTTISH GOVERNMENT PROPOSALS

OVERVIEW

The Scottish Government published its proposals for council tax reform (Scottish Government
2016a) on 2 March 2016. The Government proposes that the overall system of Council Tax
should remain largely unchanged. The main area of reform is to increase the ratios of the upper
bands (E-H) relative to Band D. No additional bands have been added, the ratios for Bands A-D
remain unchanged, and there are no plans to revalue properties, so properties will still be
valued as if it was 1991. Changing the ratios in this way can be done through secondary
legislation under the Local Government Finance Act 1992, subject to the affirmative procedure.

The Government proposed to end the Council Tax Freeze in 2017-18, although it is proposing
to cap future rises from 2017-18 at 3% per year.

The Government also plans to introduce a “targeted relief” for what it states are 54,000
households in properties in Bands E-H on net incomes below the median for their household
type (up to a maximum of £25,000 net income). And, changes are proposed to Council Tax
Reduction to extend relief for low income households with children.

Separately to reform of Council Tax, the Government also proposed that local government be
consulted on exchanging a fixed proportion of general revenue grant for the assignment of a
fixed proportion of income tax receipts.

The following sections of this briefing examine each aspect of the Government’s proposed
reforms.


http://news.scotland.gov.uk/News/Council-tax-reform-2347.aspx

CHANGING RATIOS FOR BANDS E-H

Impact on Council Tax bills

The main area of reform is the plan to change the Council Tax band multipliers in Bands E to H
relative to Band D. The table below sets out the present and proposed multipliers (in decimal
format to aid comparison), as well as information on the 1991 property values assigned to each

band.

Table 1 — Council Tax multipliers (decimal format, to 2 decimal places)

Ratios

Band A BandB BandC BandD BandE BandF BandG BandH

1991 property Under | £27,001 £35,001 £45.001 | £58,001 £80,001 | £106,001 | £212,001
value £27,000 to to to to to to | and over
£35,000 | £45,000 | £58,000 | £80,000 | £106,000 | £212,000

Ratio to Band 0.67 0.78 0.89 1.00 1.22 1.44 1.67 2.00
D - current

Ratio to Band 0.67 0.78 0.89 1.00 1.31 1.63 1.96 2.45
D -SG

proposals

The Government also presented the impact on the average annual Council Tax bill in each band
as a result of their proposals, as per figure 1 below.

Figure 1 — Impact of Scottish Government proposals on average annual Council Tax bills
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Under the Government’s proposals, Band E will increase by 7.5%, Band F by 12.5%, Band G by
17.5% and Band H by 22.5%.




However, each council sets its own Band D rates, which range from £1,024 in Eilean Siar to
£1,230 in Aberdeen City (Scottish Government 2016¢). Therefore, the impact of changing the
multipliers in this manner has a varying impact on standard Council Tax bills (i.e. assuming 2 or
more liable adults in each dwelling) in each local authority. Figure 2 below presents the impact
on average bills in Bands E-H in each local authority. Using the lowest and highest bills again,
those in Band H properties in Aberdeen City will see bills rise by £554, but those in Band H in

Eilean Siar will see bills rise by £461.



Figure 2 — Impact of Scottish Government proposals on Council Tax bills, Bands E-H
Band E Band F Band G Band H

Scotland . £106 £207
Aberdeen City £113 £222
Aberdeenshire T £105 £206

Angus | £98 £194
Argyll & Bute B £108 £213
Clackmannanshire | £105 £207
Dumfries & Galloway j £96 £189
Dundee City £111 £219
East Ayrshire o £109 £215
East Dunbartonshire : £105 £206
East Lothian £102 £202
East Renfrewshire ] £103 £203
Edinburgh, City of T £107 £211
Eilean Siar = £94 £185
Falkirk m £98 £193

Fife _ £102 £202
Glasgow City T £111 £219

Highland o £107 £210

Inverclyde o £110 £216

Midlothian o £111 £218

Moray : £104 £205
North Ayrshire £106 £208
North Lanarkshire ] £101 £198
Orkney Islands ~ £95 £187
Perth & Kinross B £106 £209
Renfrewshire o £107 £210
Scottish Borders ] £99 £196
Shetland Islands | £97 £190
South Ayrshire o £106 £208
South Lanarkshire ] £101 £199
Stirling _ £110 £216
West Dunbartonshire T £107 £210

£204

West Lothian j £103

Data: Table A2



Number of households affected

The distribution of households in higher bands also varies considerably between local authorities. Figure 3 below presents information on
both the proportion and number of properties in Bands E to H by local authority (Scottish Government 2015).

Figure 3 — proportion of properties in Band E-H

Number of band E to H properties
B

0
QM&

Highest
East Renfrewshire .
55.9% | Highest
Edinburgh
Scottish Average 83,979
26.5% Lowest
Eilean Siar
Lowest H 1394
Eilean Siar ’
10.1%

Between 10.1% and 19.7% Less than 10,000
[ Between 19.7% and 26.5% Between 10,001 and 20,000
B Between 26.5% and 43.2% [ Between 20,001 and 40,000
B Between 43.2% and 55.9% [ Between 40,001 and 83,979

Data: Table A3
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This data shows that:

e East Dunbartonshire and East Renfrewshire are the only councils with more than half
their properties in Bands E-H, while Eilean Siar, Dundee City and Orkney Islands have
the lowest proportion of properties in Bands E-H.

e Edinburgh City and Aberdeenshire have the highest numbers of properties in Bands E-H.

The three island councils have the lowest number, followed by Clackmannanshire and

West Dunbartonshire.

Impact on income from Council Tax

The Government states that its reforms to Bands E-H “will raise an additional net revenue of

£100m per annum.” The Government has provided a breakdown by local authority and by band
of this income (Scottish Government 2016b). The model used to assess the increased revenue
produces a figure of £107m, divided as set out in the figure below. This modelling work takes

into account the 25% discount for single person households, and Council Tax reduction, but
does not take into account other minor discounts and reductions as these have relatively limited

impact in revenue terms and are “a bottom-line adjustment” rather than being modelled by Band
and local authority. These smaller discounts revise the £107m down to a rounded £100m.

Figure 4 below provides the local authority breakdown of this additional income.

Figure 4 — Scottish Government proposals - additional income from new Bands E-H (£m)

Edinburgh, City of I < 15.6

Aberdeenshire
Glasgow City

Fife

Aberdeen City
South Lanarkshire
Highland
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East Dunbartonshire
East Renfrewshire
North Lanarkshire
Stirling
Renfrewshire

East Lothian
Scottish Borders
South Ayrshire
West Lothian
Dumfries & Galloway
Falkirk

Argyll & Bute
North Ayrshire
Angus

Midlothian

East Ayrshire
Dundee City
Inverclyde

Moray

West Dunbartonshire
Clackmannanshire
Shetland Islands
Orkney Islands
Eilean Siar

Data: Table A4
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Figure 5 below shows this anticipated income as a percentage of each local authority’s actual
reported Council Tax income in 2014-15.

Figure 5 — additional income from Bands E-H as a percentage of 2014-15 Council Tax
income

East Renfrewshire 9.7%
East Dunbartonshire 8.9%
Stirling 8.6%
Edinburgh, City of
Aberdeenshire
Perth & Kinross
East Lothian
South Ayrshire
Scottish Borders
Aberdeen City
Argyll & Bute
Scotland
South Lanarkshire
Clackmannanshire
Renfrewshire
Midlothian
Highland
Fife
West Lothian
Inverclyde
Falkirk
Dumfries & Galloway
Angus
North Ayrshire
Glasgow City
North Lanarkshire
East Ayrshire
West Dunbartonshire
Moray
Dundee City
Shetland Islands
Orkney Islands
Eilean Siar

Data: Table A5

Ring-fencing additional income for education and impact on local government
funding process

The above data highlights similar issues to the information on distribution of households. Some
local authorities will receive a lot more additional income, either as a percentage or in absolute
terms than others.

The Government states that the additional income from changing Bands E-H “will be invested in
schools across Scotland.” (Scottish Government 2016a). It is not clear how the Government will
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ring-fence £100m of income from Council Tax for a specific purpose. While it can ring-fence
money in the local government finance settlement as a “specific revenue grant”, there does not
appear to be a mechanism for ring-fencing money received from the Council Tax, as it is
collected by councils.

The impact of this for the local government funding settlement and local authority grant
allocations will not be known until the Government has confirmed how the additional school
investment will be distributed. In addition £100m, while a large amount of money, is only around
1 per cent of Local Government’s total revenue support.

COMMISSION ON LOCAL TAX REFORM - A “PROPORTIONATE” COUNCIL
TAX

The Commission on Local Tax Reform, although not recommending a single course of action,
did model an alternative structure for the ratios of Council Tax bands. The Commission’s
approach was to set the multipliers relative to the current spread of house values between Band
A and Band H, as informed by the Commission’s “Transaction Data Model”. The Commission
stated that this would make the Council Tax “proportionate rather than regressive with respect
to its property tax base.” The Commission concluded that:

“Our analysis estimates that, in 2013-14, adapting the present Council Tax to achieve
this proportionality would require the tax on the highest value homes to be 15 times the
tax on the lowest value homes. In this example, the liability for Band A would halve, and
the liability for Band H would be 2.5 times higher than at present. This system would still
result in lower income households spending a greater share of their income on local tax
than higher income households.”

Figure 6 below, based on tables presented in the Technical Annexe of the Commission’s report,
shows the Commission’s alternative multipliers, and the impact of this alternative structure for
the Council Tax on average bills. For reference, the Scottish Government’s proposals are also
included.

The line for new bills under the Commission’s alternative does not precisely match the results of
calculating the impact of the new ratios - the reduction in charges in Band A-C would not have
been offset by the higher charges for Bands E-H due to the bias of properties towards the lower
end of the band distribution. Therefore, in order to raise the same amount of money as
previously, the charges in every band would have to be increased — this is included in the
Commission’s proposed average bills in the table. While the Commission’s proposals were
designed to raise the same amount of money as the current Council Tax, the Government’s
proposals are designed to raise £100m extra, as discussed above.
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Figure 6 — Impact on average Council Tax Bills - the Commission’s Proportionate Local
Tax compared to the Scottish Government’s proposals

-£500 0 £500 £1,000 £1500 £2000 £2500 £3000 £3500 £4,000
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I +4.8% . Alternative
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I +7 5%
Band E I +9.8%
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- +17.5%
1o oo

Data: Table A6

This shows that, under the Commission’s alternative for the Council Tax, those in Bands A-C
would pay significantly less than under the current system or Scottish Government proposals.
But those in Bands E-H would pay considerably more — especially those in Band H. The
Commission also notes that households eligible for Council Tax Reduction would not face
higher charges even if the liability attached to their property increases.

The Scottish Government does not refer to the Commission’s alternative model in its proposals
for reform.

THE COUNCIL TAX — STILL REGRESSIVE?

One of the questions often asked around any change to taxation is whether it is “progressive” or
“regressive”. The Commission covered this issue in detail.

First, the Commission defined the Tax Base as “the quantity of the thing being taxed e.g. the
value of land or property or the total of earnings”, and the Tax Rate as “the percentage rate
which applies to the tax base. For example, the basic rate of income tax is 20%. Council Tax
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operates via a system of band charges. An implied tax rate for each property can be calculated
by dividing the Council Tax bill by the value of the property.”

It defined “progressive”, “proportionate” and “regressive” taxes as follows:

¢ Progressive Taxes - The lower the value of the tax base, the lower the tax rate. This is
broadly how income tax is structured — above certain thresholds, the tax rate increases.

¢ Proportionate Taxes - The tax rate is a flat rate. This is how VAT is structured — most
goods and services attract a 20% VAT rate regardless of price.

o Regressive Taxes - The lower the value of the tax base the higher the tax rate. This is
broadly how Council Tax is structured.

The Commission also noted that an alternative interpretation uses “terms like regressiveness to
describe how the tax rate changes as incomes change” and that “The present Council Tax is
regressive whichever interpretation is used.”

As discussed above, the Commission’s analysis for its “proportionate Council Tax” found that
“adapting the present Council Tax to achieve this proportionality would require the tax on the
highest value homes to be 15 times the tax on the lowest value homes.”

Figure 7 below applies the same methodology to the Scottish Government’s proposals for
Council Tax reform, by calculating the multipliers for each band as a ratio to the Band A
multiplier. This calculation does not include the impact of Council Tax Reduction and other
discounts.

Figure 7- ratios compared to Band A

16
14
12
10
8
6
4

Band A Band B Band C Band D Band E Band F Band G Band H

m Current m SG proposals Commission example

Data: Table A7

The Commission concluded that, “in order to achieve proportionality would require the tax on
the highest value homes to be 15 times the tax on the lowest value homes”. Using this
methodology, this would appear to indicate that, while the Government’s proposals make the
Council Tax more proportionate than the present system, they fall short of making the Council
Tax a “proportionate” tax.

Therefore, if the reformed Council Tax is not “progressive”, or “proportionate”, even if the

proposed changes make it less regressive, then it would still be termed “regressive” using this
methodology.
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A noted above, the Commission also examined whether a property tax could be structured so it
is “progressive with respect to both property values and to net household incomes.” The
Commission concluded that “even with substantially higher rates for the most expensive
properties, a property tax cannot be progressive with respect to income for all households. By
itself, a property tax cannot meet this test of fairness.” This is largely a consequence of the
relatively weak relationship between household income and property value.

END TO COUNCIL TAX FREEZE AND 3% CAP

As noted earlier, another aspect of the Government’s proposed reform is to end the Council Tax
freeze. However, the Government states that any future rises will be capped at 3% per year. It
is not clear how this will be enforced. During the Council Tax freeze, the Government
threatened to withhold a council’s share of the additional £70m per year allocated to
compensate councils. However, the Government has not stated how it will enforce a 3% cap in
future years. It may require primary legislation, or develop another “holdback” policy for a
certain amount of resource.

REVALUATION

The Government has confirmed that it does not plan to hold a revaluation of property as part of
its reform as some households would have seen “significant and dramatic” changes to bills,
meaning that, under its proposals, the Council Tax will remain based on values of property in
1991. The Commission, in conjunction with Heriot-Watt University, covered this issue in detail.
Heriot-Watt’s analysis of around 700,000 properties in seven local authorities suggested that:

e 57% of properties in Scotland would have changed Council Tax band if revaluation had
taken place in 2014, with roughly an equal amount moving up as moving down.

e Around 44% of properties would have moved up or down by one band, 11% would have
moved up or down by two bands, and around 2% would have moved up or down by three
bands or more.

o 43% of properties would have remained in the same band.

The Scottish Assessors’ Association estimated that a revaluation of properties within bands
would cost around £5.5m - £7m, and take two to three years. The Commission recognised that
“an initial revaluation of properties would be politically challenging to deliver.” It is assumed that
this difficulty is because a large number of households’ Council Tax bills would rise. The
Commission’s modelling was based on being revenue neutral — i.e. keeping the same number
of properties in each Band. Of course, it would be possible to revalue property and change the
proportions in each Band or create more Bands.

The Commission noted that “the difficulties arising from deferring the revaluations within a
property tax system are widely experienced in other countries and are not unique to Scotland.”
It further described the approach taken in both the Welsh and Northern Ireland devolved
administrations, which had undertaken a revaluation of domestic property in the last 10 years.
Both included “robust transitional frameworks”, which were based on additional funding
specifically for that purpose. At the time of the revaluation, the Welsh Assembly also introduced
a new upper Band, |, and their bands are now based on 2003 house values.
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RELIEF SCHEME AND OTHER CHANGES TO COUNCIL TAX REDUCTION

In addition to amending Bands E-H, the other major area of reform to Council Tax is the
introduction of “a targeted relief” for “around 54,000 households in properties in Bands E-H on
net incomes below the Scottish median for their household type, up to a maximum of £25,000”.
The Government states that around one third of these households are pensioners.

The Government states that those households affected will be able to claim an exemption from
the increases due to changes to the banding system, through the Council Tax Reduction
scheme. Households with net income below the median for their type, or up to £25,000, “will
receive full protection”, and the Government states that it will “work with local government to
design tapered support for additional lower income households with net incomes beyond.” The
Government does not explain why it has chosen £25,000 as the maximum median income for
all household types. In addition, this policy will rely on households claiming Council Tax
Reduction, some of whom may not currently be eligible.

Beyond this, the published information from the Government contains very little detail on how
this reform will operate in practice. It is not clear how much it will cost to implement the policy,
and it is not clear the extent to which local authorities were consulted prior to its announcement.

In addition, the Government states that it will “increase the child premium by 25%, from £66.90
to £83.63 per week.” This will cost £18 million per annum, and benefit 77,000 households with
an average gain of £173 per annum.

PROPOSALS ON INCOME TAX

The final part of the Government’s proposals is not related to the Council Tax, but is a proposal
to consult local government on “exchanging a fixed proportion of income tax receipts, distributed
to individual councils through the local government settlement.” The Government (2016b)
states that this would “incentivise councils to contribute to economic growth”. For example, if 25
per cent of income tax receipts were assigned to local government, the Government (2016a and
b) state that this would mean that:

¢ local authorities could receive an additional £150 million each year if Office of Budget
Responsibility predictions for income tax receipts in the UK were achieved in Scotland;

e approximately 25% of local government gross revenue expenditure would be funded by
general revenue grant; and

e taxes that fund local services would be “progressive” overall.

Beyond this information, details on how this would operate in practice are not available, and
would clearly take some time to implement. Given disparity in income tax receipts between
local authority areas, it is likely an equalisation system would need to be introduced.

The Government’s assumptions above would of course depend on income tax itself being
progressive. It is possible (although unlikely) that through use of the new powers under the
Scotland Bill, income tax could be more neutral or at least have a more limited impact on
progressiveness.
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ANNEXE - DATA

Table A1 — Change in average council tax bills — Scottish Government proposals

Average CT bill - £766  £894 £1021 £1149 £1404 £1660 £1915 £2.298

current

Average CT bill -
SG proposals
Average annual

£766 £894  £1,021 £1,149 £1,510 £1,867 £2,250 £2,815

£0 £0 £0 £0  £105  £207  £335  £517
change
Average monthly £0 £0 £0 £0 £9 £17 £08 £43
change
Weekly change £0 £0 £0 £0 £2 £4 £6 £10

% change in

0, o) o) 0, 0, 0, 0, 0,
average bill 0.0% 0.0% 0.0% 0.0% 75% 125% 17.5% 22.5%

Table A2 — impact on bills in Bands E-H — Scottish Government proposals

™ 6andE_ | BandF | BandG | BandH |

Aberdeen City 112.79 222.15 358.86 553.68
Aberdeenshire 104.59 206.01 332.79 513.45
Angus 98.27 193.56 312.67 482.40
Argyll & Bute 107.98 212.69 343.58 530.10
Clackmannanshire 105.23 207.28 334.83 516.60
Dumfries & Galloway 96.16 189.40 305.96 472.05
Dundee City 111.01 218.65 353.21 544.95
East Ayrshire 108.99 214.68 346.79 535.05
East Dunbartonshire 104.67 206.17 333.04 513.83
East Lothian 102.45 201.79 325.97 502.93
East Renfrewshire 103.22 203.31 328.42 506.70
Edinburgh, City of 107.16 211.07 340.96 526.05
Eilean Siar 93.87 184.89 298.67 460.80
Falkirk 98.08 193.19 312.08 481.50
Fife 102.48 201.86 326.08 503.10
Glasgow City 111.19 219.01 353.79 545.85
Highland 106.61 209.99 339.21 523.35
Inverclyde 109.82 216.31 349.42 539.10
Midlothian 110.92 218.47 352.92 544 .50
Moray 104.04 204.93 331.04 510.75
North Ayrshire 105.60 208.00 336.00 518.40
North Lanarkshire 100.65 198.25 320.25 494 .10
Orkney Islands 95.06 187.24 302.46 466.65
Perth & Kinross 106.15 209.08 337.75 521.10
Renfrewshire 106.76 210.29 339.70 524 .11
Scottish Borders 99.37 195.73 316.17 487.81
Shetland Islands 96.53 190.13 307.13 473.85
South Ayrshire 105.78 208.35 336.57 519.28
South Lanarkshire 100.93 198.79 321.13 495 .45
Stirling 109.73 216.13 349.13 538.65
West Dunbartonshire 106.61 209.99 339.21 523.35
West Lothian 103.40 203.67 329.00 507.60
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Table A3 - distribution of properties in Bands A-D and Bands E-H

Scotland 1,794,874 73.5% 645,644 26.5%
Aberdeen City 76,631 72.0% 29,873 28.0%
Aberdeenshire 65,409 58.4% 46,622 41.6%
Angus 41,836 77.7% 12,016 22.3%
Argyll & Bute 31,397 69.0% 14,131 31.0%
Clackmannanshire 17,532 74.8% 5,921 25.2%
Dumfries & Galloway 54,017 75.1% 17,870 24.9%
Dundee City 56,803 85.5% 9,633 14.5%
East Ayrshire 45,995 82.0% 10,085 18.0%
East Dunbartonshire 20,761 46.3% 24,110 53.7%
East Lothian 30,377 67.2% 14,807 32.8%
East Renfrewshire 16,424 44 1% 20,830 55.9%
Edinburgh, City of 139,022 62.3% 83,979 37.7%
Eilean Siar 12,454 89.9% 1,394 10.1%
Falkirk 55,345 77.4% 16,191 22.6%
Fife 126,104 75.4% 41,198 24.6%
Glasgow City 231,131 83.7% 45,049 16.3%
Highland 81,232 72.4% 30,911 27.6%
Inverclyde 30,242 81.4% 6,909 18.6%
Midlothian 28,217 75.2% 9,326 24.8%
Moray 33,411 80.3% 8,221 19.7%
North Ayrshire 52,286 79.3% 13,644 20.7%
North Lanarkshire 122,970 82.4% 26,210 17.6%
Orkney Islands 8,844 85.2% 1,542 14.8%
Perth & Kinross 43,766 63.9% 24,716 36.1%
Renfrewshire 61,972 76.0% 19,520 24.0%
Scottish Borders 40,204 72.3% 15,394 27.7%
Shetland Islands 9,070 84.6% 1,657 15.4%
South Ayrshire 35,727 67.2% 17,457 32.8%
South Lanarkshire 108,122 75.2% 35,705 24.8%
Stirling 21,868 56.8% 16,600 43.2%
West Dunbartonshire 37,127 84.6% 6,771 15.4%
West Lothian 58,578 77.1% 17,352 22.9%
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Table A4 - anticipated additional income from Scottish Government proposals

Scotland 107.1
Aberdeen City 5.8 5.4%
Aberdeenshire 8.2 7.6%
Angus 1.7 1.6%
Argyll & Bute 2.4 2.2%
Clackmannanshire 0.9 0.9%
Dumfries & Galloway 2.4 2.3%
Dundee City 1.4 1.3%
East Ayrshire 1.5 1.4%
East Dunbartonshire 4.4 4.1%
East Lothian 2.8 2.6%
East Renfrewshire 4.0 3.8%
Edinburgh, City of 15.6 14.6%
Eilean Siar 0.1 0.1%
Falkirk 24 2.2%
Fife 6.3 5.9%
Glasgow City 6.7 6.3%
Highland 4.7 4.4%
Inverclyde 1.2 1.2%
Midlothian 1.7 1.6%
Moray 1.1 1.0%
North Ayrshire 1.9 1.7%
North Lanarkshire 3.6 3.3%
Orkney Islands 0.2 0.2%
Perth & Kinross 4.5 4.2%
Renfrewshire 3.2 3.0%
Scottish Borders 2.8 2.6%
Shetland Islands 0.2 0.2%
South Ayrshire 2.8 2.6%
South Lanarkshire 5.5 5.1%
Stirling 3.5 3.3%
West Dunbartonshire 1.0 0.9%
West Lothian 2.7 2.5%
107.1 100.0%
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Table A5 — additional income from Scottish Government proposals a proportion of total

council tax income

Aberdeen City
Aberdeenshire
Angus

Argyll & Bute
Clackmannanshire
Dumfries & Galloway
Dundee City

East Ayrshire

East Dunbartonshire
East Lothian

East Renfrewshire
Edinburgh, City of
Eilean Siar

Falkirk

Fife

Glasgow City
Highland

Inverclyde
Midlothian

Moray

North Ayrshire
North Lanarkshire
Orkney Islands
Perth & Kinross
Renfrewshire
Scottish Borders
Shetland Islands
South Ayrshire
South Lanarkshire
Stirling

West Dunbartonshire
West Lothian
Scotland

Additional income

from changes
£5,767

£8,189
£1,724
£2,379
£917
£2,443
£1,357
£1,470
£4,440
£2,808
£4,027
£15,597
£139
£2,401
£6,296
£6,726
£4,743
£1,233
£1,669
£1,088
£1,854
£3,571
£168
£4,531
£3,188
£2,771
£183
£2,751
£5,503
£3,512
£966
£2,707
£107,118

Net ctax income 2014-15

(£000s)

103,563
119,270
42,217
43,371
18,341
55,644
47,601
40,276
49,912
43,476
41,477
212,604
9,239
53,316
134,360
181,428
101,019
27,116
34,430
35,053
46,573
100,024
7,749
67,578
64,494
46,149
8,351
45,226
110,556
40,902
30,783
60,116
2,022,214

Additional income as
% of total

5.6%
6.9%
4.1%
5.5%
5.0%
4.4%
2.9%
3.6%
8.9%
6.5%
9.7%
7.3%
1.5%
4.5%
4.7%
3.7%
4.7%
4.5%
4.8%
3.1%
4.0%
3.6%
2.2%
6.7%
4.9%
6.0%
2.2%
6.1%
5.0%
8.6%
3.1%
4.5%
5.3%
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Table A6 — Scottish Government proposals and Commission example — impact on bills

Ratio to Band 0.67 0.78 0.89 1.00 1.22 1.44 1.67 2.00
D - current

Ratio to Band

D -SG 0.67 0.78 0.89 1.00 1.31 1.63 1.96 2.45
proposals
Ratio to Band
D-
Commission
example
Average Bills

Average CT bill
- current
Average CT bill
- SG proposals
Average CT bill
- Commission £397 £662 £939 £1,204 £1,542 £2,096 £3,083 £5,986
example

SG proposals - impact

0.33 0.55 0.78 1.00 1.28 1.74 2.56 4.97

£766 £894  £1,021 £1,149 £1,404 £1,660 £1915 £2,298

£766 £894  £1,021 £1,149 £1,510 £1,867 £2,250 £2,815

Average £0 £0 £0 £0 £106 £207 £335 £517
annual change

% change in

0, o) o) 0, o) o) 0, 0,
average bill 0.0% 0.0% 0.0% 0.0% 7.5% 12.5% 17.5% 22.5%

Alternative proposals - impact

Average

annual change -£369 -£232 -£82 £55 £138 £436  £1,168  £3,688
% change in

average bill -48.2%  -26.0% -8.0% 4.8% 9.8% 26.3% 61.0% 160.5%

Table A7 Scottish Government proposals and Commission example — ratio to Band A

Ratio to Band A -
current

Ratio to Band A - 1.00 1.17 1.33 1.50 1.97 244 2.94 3.68
SG proposals

Ratio to Band A - 1.00 1.67 2.36 3.03 3.88 5.27 7.76 15.06
Commission
example



SOURCES

Commission on Local Tax Reform (2015) Just Change: A New Approach to Local Taxation.
Edinburgh: Scottish Government. Available at: http://localtaxcommission.scot/download-our-
final-report/ [Accessed 7 March 2016]

Local Government and Regeneration Committee (2014), 8th Report, 2014 (Session 4):
Flexibility and Autonomy in Local Government. Edinburgh: Scottish Parliament. Available at:
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/78987.aspx
[Accessed 7 March 2016]

Scottish Government (2015) Chargeable Dwellings 7th September 2015.
Edinburgh: Scottish Government. Available at:
http://www.gov.scot/Topics/Statistics/Browse/Local-Government-
Finance/DatasetsCouncilTax/Dwellings07-09-2015

Scottish Government (2016a) Council Tax Reform. Edinburgh: Scottish Government. Available

at: http://news.scotland.gov.uk/News/Council-tax-reform-2347.aspx [Accessed 7 March 2016]

Scottish Government (2016b) Personal communication [unpublished]

Scottish Government (2016¢) Scottish Local Government Financial Statistics 2014-15.

Edinburgh: Scottish Government. Available at: http://www.gov.scot/Publications/2016/02/1326

[Accessed 7 March 2016]

23


http://localtaxcommission.scot/download-our-final-report/
http://localtaxcommission.scot/download-our-final-report/
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/78987.aspx
http://www.gov.scot/Topics/Statistics/Browse/Local-Government-Finance/DatasetsCouncilTax/Dwellings07-09-2015
http://www.gov.scot/Topics/Statistics/Browse/Local-Government-Finance/DatasetsCouncilTax/Dwellings07-09-2015
http://news.scotland.gov.uk/News/Council-tax-reform-2347.aspx
http://www.gov.scot/Publications/2016/02/1326

SPICe

The Information Centre

RELATED BRIEFINGS

SB 15-58 Local Government Finance: facts and figures, 1999-2016 (866KB pdf) 22 September
2015

SB 16-07 Local Government Funding: Draft Budget 2016-17 and provisional allocations to local
authorities (1,679 KB pdf)

Scottish Parliament Information Centre (SPICe) Briefings are compiled for the benefit of the
Members of the Parliament and their personal staff. Authors are available to discuss the
contents of these papers with MSPs and their staff who should contact Allan Campbell on
extension 85459 or email allan.campbell@scottish.parliament.uk. Members of the public or
external organisations may comment on this briefing by emailing us at
spice@scottish.parliament.uk. However, researchers are unable to enter into personal
discussion in relation to SPICe Briefing Papers. If you have any general questions about the
work of the Parliament you can email the Parliament’s Public Information Service at
sp.info@scottish.parliament.uk.

Every effort is made to ensure that the information contained in SPICe briefings is correct at the
time of publication. Readers should be aware however that briefings are not necessarily updated
or otherwise amended to reflect subsequent changes.

Published by the Scottish Parliament Information Centre (SPICe), The Scottish Parliament, Edinburgh,
EH99 1SP

www.scottish.parliament.uk



http://www.scottish.parliament.uk/parliamentarybusiness/92443.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/95785.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/95785.aspx
mailto:allan.campbell@scottish.parliament.uk
mailto:spice@scottish.parliament.uk
mailto:sp.info@scottish.parliament.uk
http://www.scottish.parliament.uk/

	CONTENTS
	Executive Summary
	Background
	commission on local tax reform
	scottish government proposals
	overview
	changing ratios for bands e-h
	Impact on Council Tax bills
	Number of households affected
	Impact on income from Council Tax
	Ring-fencing additional income for education and impact on local government funding process

	commission on local tax reform – a “proportionate” Council Tax
	the Council Tax – still regressive?
	end to Council Tax freeze and 3% cap
	revaluation
	Relief scheme and other changes to Council Tax reduction
	proposals on income tax

	ANNEXE – DATA
	SOURCES

