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Outdated and Unfair: The Case for Council Tax Reform

A Briefing for Tax Justice Scotland

Tax Justice Scotland is supported by over 50 diverse organisations, academics and economists. It
campaigns for a fairer tax system in Scotland, across the UK, and globally that delivers for people, public
services, and the planet. This briefing has been prepared for Tax Justice Scotland as a contribution to
the debate on local taxation. It may not reflect the detailed policy position of every supporting
organisation.

Find out more: www.taxjustice.scot/

Summary

Council Tax reform is long overdue. There has been a consensus for many years across parties,
academia and civil society that the current Council Tax system is unfit for purpose. A poorly designed
tax from the outset, its flaws have only deepened as time has gone on. The cross-party Commission on
Local Tax Reform recommended in 2015 that “the current system of Council Tax must end”.

Despite this recommendation, the evidence underpinning it, and a constantly worsening financial
situation for Scotland’s local councils, Council Tax stubbornly persists. Failure to progress reform is
having severe consequences for the public services and amenities we all rely on. This cannot continue.

The time for action is now. Ahead of the 2026 Scottish Parliament election, all political parties should
commit to a Reformed Property Tax. Whether this is a tax on residential property alone, on both
residential and commercial properties, or a comprehensive land value tax, it is up to individual parties to
decide and organisations to advocate for. Any of these would be an improvement on the Council Tax.

A Reformed Property Tax should be truly local, proportional to property value, based on periodically
reviewed valuations, and flexible to individual household circumstances. The evidence for reform is
there and overwhelming. That path does not need to be re-trod. There is no time to waste. The next
Scottish Parliament and Government should move immediately to the design and implementation of
this fairer system.



What’s Wrong with Council Tax?

Council Tax was introduced in 1993 to replace the controversial Poll Tax, which was levied at a single
value for all households in a given council area. Under Council Tax, homes are placed into eight bands,
increasing in tax liability from A to H, based on the assessed value of the property in April 1991. This
approach built substantial flaws into the system from the start:
e Band H homes had just three times the tax liability of Band A homes despite being on average
eight times the value. Those in the least expensive homes thus paid more, and those in the most
expensive less than their fair share.

e Strictly defined bands meant that a small difference in property value could lead to a large
difference in tax liability, resulting in the bunching of property values just below band thresholds.

These issues have only become worse in the decades since Council Tax was introduced. Unlike Wales,
Scotland has never conducted a revaluation. This means that properties are still valued for tax purposes
asifit were 1991, including new builds, which does not reflect the enormous increases in property values
since then. By 2014, the value differential between the top and bottom bands had increased 14 times;
this will inevitably have further widened since then.!

The unevendistribution of house price increases has also led to many properties with similar 1991 values
having wildly different values in 2025. The Institute for Fiscal Studies says that over half of  properties
are thought to be in the wrong Council Tax band relative to where they would be if valuations were
brought up to date.? This has further entrenched the regressive nature of Council Tax, with the burden
falling most heavily on people in less valuable properties. Ultimately, this means many people with the
lowest incomes, particularly women, are paying some of the highest Council Tax bills.

This is also partly to blame for a vicious cycle of failure on reform. With every year that passes, the
system becomes increasingly unfit for purpose, calls for reform grow, so do the impacts of reforming
local taxation, so too do the fears of a backlash, necessary and reasonable plans for reform are shelved
and so on. Unlike many other taxes, taxpayers receive an individual bill, which makes the Council Tax
more visible.

At the same time, essential local services, including schools, social care and waste collection, are at
breaking point, with serious consequences for wellbeing and human rights. The regressive and inflexible
nature of Council Tax makes it difficult for councils to use it as an effective tool for funding public
services. A prolonged period of nationally imposed Council Tax freezes in Scotland further restricted
local councils’ already limited financial autonomy relative to comparable countries.

This incentivised raising charges for services or cutting them entirely, which most negatively impacts
those least able to afford them. For example, women are much more likely to provide unpaid care and to
be in low-paid or part-time work and are accordingly more reliant on the quality and availability of these
services.

This is not financially or politically sustainable. Polling suggests that nearly half of people in Scotland
believe the Council Tax system should end, with fewer than one in ten against this. It also shows strong

" The Commission on Local Tax Reform, ‘Just Change: A New Approach to Local Taxation’ (2015):
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support for replacing Council Tax with a property tax where a household pays a percentage of the value
of their home in tax.?

The Accounts Commission has warned that despite a real-term increase of 6% in Scottish Government
funding to local governments in 2025/26 and average rises in Council Tax of 9.6%, communities face “a
growing expectation gap”.* Facing significant budget shortfalls due to rising service demand, wage
increases, and higher employer National Insurance Contributions, councils are being forced to make
further cuts and use their reserves, compounding health and economic inequalities.

The sooner the Scottish Parliament grasps this jaggy thistle, the less difficult it will be in the long-term.
Yet, with so many false starts, it is no longer enough to make vague calls for or pledges to consider
reform. Scotland’s political parties must put forward concrete proposals to complete reform in the next
parliamentary term. We, therefore, believe that the discussion must move beyond the general
agreement that reform is necessary to the specifics of reform.

The Purpose of Local Taxation

Toreform local taxation, we must start with a clear sense of purpose. As set out in our launch paper, Tax
Justice Scotland argues that the tax system should be a tool to reduce inequalities whilst ensuring
sufficient and sustainable funding for public services.®> As part of this, it is also important to consider the
relative powers of local and national governments, as well as the ease of administering local taxes.

While local taxation can take various forms, we believe that a reformed tax on property is best aligned
with these aims. Property is a major source of wealth in Scotland, but one that is glaringly unequal. That
is particularly true on a generational basis, with rates of property ownership among younger generations
much lower than among older ones, even at comparable points in their lives.

There is also an enormous gulf in property values between the most and the least affluent areas, even
within individual council areas. Evidence shows that our poorly designed system of property taxation has
contributed to Scotland’s housing affordability crisis by stoking demand for housing as a financial asset.
Property taxation is, therefore, an important means of addressing wealth inequality.

At the same time, property makes for a relatively stable and predictable tax base. The amount of housing
in a council area is precisely known, and changes in that supply are carefully planned. A physical asset
such as a house is also much harder to disguise than income; therefore, taxes on property are more
difficult to avoid or evade. Whereas those on the highest incomes can access complex schemes to
reduce tax liability, such as offshoring, you can’t claim a house in Clarkston is in the Cayman Islands.
These characteristics make property taxation particularly well-suited for local councils.

Accordingly, Tax Justice Scotland calls for Council Tax to be replaced with a fairer form of property
taxation: a Reformed Property Tax.

8 Chartered Institute of Taxation, ‘poll data on attitudes to council tax reform in Scotland’ (Feb 2023):
https://www.tax.org.uk/ciot-publishes-poll-data-on-attitudes-to-council-tax-reform-in-scotland

4 Audit Scotland, ‘Local government budgets 2025/26’ (May 2025): https://audit.scot/publications/local-government-
budgets-202526

5 Tax Justice Scotland, ‘Choosing a fairer future for all: A vision for tax transformation in Scotland’ (November 2024):
https://taxjustice.scot/wp-content/uploads/2024/11/TaxJusticeScotland-Report-Digital-Nov24.pdf




Principles for Reform

Although Tax Justice Scotland is suggesting a Reformed Property Tax, we acknowledge that thereis a
diversity of opinion among our members as to the exact form of property taxation. It could take the form
of a purely residential property tax; it could be a joint system between residential and commercial

properties; it could be extended in the longer-term to encompass or sit alongside a system to better tax
land wealth. Regardless of the exact form a Reformed Property Tax takes, it should adhere to the
following key principles:

1 It should be truly local

The rate should be set by local councils without interference from the Scottish Government,
allowing them to meet their own needs and support progress towards a target of 50% control
over local budgets.® Whilst national funding may require a baseline rate assumption to be made,
this assumption should not be modifiable as part of the annual Scottish Government budget
process, nor should funding be varied based on the chosen rates. Local control over rates is
also important for the accountability and transparency of local budget setting.

2. It should be proportional

Local taxation should be based on a percentage of property value. This will ensure a consistent
relationship between the property’s value and tax liability while preventing issues with sharp
spikes in liability and any resulting bunching effects at band thresholds.

3. It should be periodically reviewed

Property values used for local taxation should be regularly reviewed according to a timescale
laid out in primary legislation. This could be achieved through a general revaluation every few
years or rolling revaluations, where only some councils revalue in any single year. In addition,
individual property values could be updated at the time of sale.

4. It should be flexible to household circumstances

Local taxation must continue to have an adequate scheme of reductions and exemptions for
people with low or fixed incomes. The scale and scope of these schemes should be reduced
overall with a proportional form of tax, but new transitional measures, such as deferrals,
including for pension-aged households, should be put in place.

8 Council Tax makes up 19% of council tax income: www.audit.scot/publications/local-government-budgets-
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Progressing Reform

“The present Council Tax system must end.” - Report of the Commission on Local Tax Reform
(December 2015)"

Local tax reform must be taken forward as a priority by the Scottish Parliament and the Scottish
Government elected in May 2026. Theimmediate focus must be on design and implementation; the time
for gathering and reviewing evidence is long past. The Commission on Local Tax Reform published its
“Just Change” report in December 2015. Whilst some of the financial details will be somewhat different
a decade on, nothing has changed about the fundamental principles and recommendations in their
report or the vast amount of evidence that informed them.®

The first step in the process should be to launch an immediate revaluation of properties. As any form of
Reformed Property Tax will require up-to-date property valuations, but as a national revaluation process
may take time, it makes sense to begin that process as early as possible. A revaluation that captures
both the land and buildings component of property value can be used as the basis, regardless of the form
of Reformed Property Tax ultimately adopted.

Designing, consulting on, and legislating for a Reformed Property Tax can run in parallel with the
revaluation process. Some of the implementation details, in particular the baseline rate assumption for
distributing national funding, will, of course, require a completed revaluation. However, establishing the
general form of the Reformed Property Tax, a scheme for exemptions, reductions and deferrals, and the
overall legislative basis for the tax can be done regardless.

Taking a sequential approach likely carries too much political risk. Any backlash to a standalone
revaluation as the first step may risk plans to follow-up with comprehensive reform being abandoned.
Leaving revaluation until after the legislative process concludes will prolong the reform process and
leave it vulnerable to being derailed by the 2031 election. A parallel process, therefore, offers the best
chance of success within the lifetime of the next Parliament. In the worst-case scenario for a parallel
process, should Parliament continue to be paralysed by indecision on reform, a completed revaluation
will at least allow for re-baselining the existing Council Tax.

However, the new Reformed Property Tax should ideally be fully in place by the end of the next Scottish
Parliament in 2031, but no later than the financial year beginning 2033. This will align with the local
government electoral cycle, allowing candidates and parties to campaign for the 2032 local election,
knowing what primary tax power they will have for the duration of their term.

7 The Commission on Local Tax Reform, ‘Just Change: A New Approach to Local Taxation’ (December 2025):
https://web.archive.org/web/20160113143359/http:/localtaxcommission.scot/download-our-final-report/

8 There is a summary of previous commissions (including the 2006 Burt Report) and comparative research in this
SPICe report: https://www.parliament.scot/-/media/files/committees/local-
gov/correspondence/2023/spicelocalgovernmentcommissionedresearch.pdf




COUNCIL TAX REFORM

Indicative timeline

COMMITMENT

Political parties commit to
reform,

REVALUATION

Revaluation of all properties

CONSULTATION
Public consultation on the
design of a reformed
property tax

LEGISLATION

Publish Bill and complete
legislative process

IMPLEMENTATION

Reformed property tax
replaces the council tax

EVALUATION
Parliamentary review of
legislation and
implementation

For further details contact: mail@taxjustice.scot




Appendix: Frequently Asked Questions

We recognise that proposals to reform Council Tax will raise a range of questions about their potential
impacts and implications. Although not exhaustive, we aim to address some common questions below.

How would a Reformed Property Tax impact Scottish Government funding for local
councils?

The Scottish Government currently provides the bulk of funding for local councils in the form of grant
funding, much of which is ringfenced for national priorities.® This funding is distributed based on a range
of factors, including a needs-based system and expected Council Tax receipts.t°

Whilst we argue that in the longer term, the proportion of funding controlled by local councils should
increase to an average of 50%, this will naturally vary across individual council areas. Areas like
Edinburgh and East Dunbartonshire have higher property values and will accordingly raise more from a
Reformed Property Tax than Glasgow or West Dunbartonshire. There will, therefore, always be a need
for national funding to ensure a fair distribution of resources.

The distribution of funding from national to local government should continue to be based on a mixture
of need and anticipated receipts from a Reformed Property Tax. The Scottish Parliament should set a
baseline rate to provide a basis for the Scottish Government to calculate this distribution, with areas
expecting higher per-head tax receipts generally receiving lower grant funding.

The rate that each council chooses to set their Reformed Property Tax should not impact their funding
allocation from the national budget. Councils should freely be able to choose to set a rate below the
baseline and manage any shortfall themselves or above the baseling, in which case they will be free to
use the additional revenue as they please.

How might a change in local taxation affect people on a fixed income, such as pensioners?

The current Council Tax system already has a system of exemptions and reductions that accounts for
individual ability to pay. This should be continued under a Reformed Property Tax. We anticipate that a
well-designed tax will reduce the complexity and cost of this system by lowering the tax liability at the
lower end of the scale, thereby reducing the number of individuals who need to take up such schemes.

We also believe that a time-limited system of deferrals should be implemented for specific groups,
particularly those above the state pension age. This would allow affected households to continue paying
Council Tax at its previous rate. The accrued difference would then be paid by the seller when the
property is sold or by the landlord at the end of the tenancy.

% Council Tax makes up 19% of council tax income: www.audit.scot/publications/local-government-budgets-
202526

10 See, Scottish Local Government Finance, Green Book: 2025-26: https://www.gov.scot/publications/scottish-
local-government-finance-green-book-2025-26/




Why favour a Reformed Property tax over a local income tax?

Although a Local Income Tax may appear instinctively fairer than property taxation, there are several
reasons why it is not a preferred replacement for Council Tax. As already outlined, property is a form of
wealth which is subject to extreme inequalities. Whilst we recognise that not everyone owns the
property they live in, a lack of any form of recurring tax on property would likely further incentivise
second and additional home ownership. This would deepen those inequalities and the existing crisis of
housing availability and affordability.

Incomeis already relatively comprehensively taxed through Income Tax and National Insurance. In other
words, wealth related to earnings is already taxed, even if there is scope to make those taxes fairer and
more redistributive. In addition, there is a relatively strong link between property value and income, as
the housing which is affordable to an individual or household obviously relies on their income.

A Local Income Tax would also be complex to administer. The Commission on Local Tax Reform
highlighted a range of challenges in its report. They noted substantial administrative complexity for
HMRC, councils, employers, and workers if rates were locally set, as well as the loss of local control if the
rate were nationally set. They also pointed out the difficulty of assessing and collecting a local income
tax for the roughly one-quarter of people who are liable for income tax but do not pay it through PAYE,
such as self-employed workers. The devolved element of Income Tax also does not cover all income.

What about other forms of local taxation?

Council Tax and any replacement Reformed Property Tax is only one part of the landscape for funding
local councils. Non-domestic rates (also known as Business Rates), although set nationally, are another
major source of revenue. New levies, such as the Visitor Levy and a proposed Cruise Ship Levy, as well
as other potential environmental and social responsibility levies, could also make a significant
contribution to funding essential local services. They could also ensure the tax system better supports
national priorities on climate action.

Whilst further work on these taxes is essential, reform of Council Tax is the most urgentissue andis long
overdue. Without action on the biggest single lever local councils possess to raise revenues, essential
local services will continue to suffer. Parents will struggle to access childcare; children will miss out on
after-school clubs and extra-curricular activities; disabled people and unpaid carers will have their lives
limited by insufficient care and support; and streets, parks and community facilities will continue to be
underinvested in.

Hasn’t the Scottish Government already made changes to Council Tax?

The Scottish Government has previously made modest modifications to Council Tax multipliers. Under
the current Council Tax system, councils set the rate for Band D, and the rates for other bands are then
set automatically based on multipliers set out in legislation. However, for comparison purposes, it makes
most sense to compare liability for Bands A and H. In 2017, the multipliers for bands E to H were
increased, raising the Band H liability from 3 times that of Band A to approximately 3.7 times.

In 2023, the Scottish Government proposed further increasing the multipliers, which would have raised
the Band H liability to 4.5 times differential against Band A. This would have resulted in a significant
increase in liability, but only for around one in two hundred homes (0.5%) in Scotland, which sit within
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Band H. An additional quarter of households, roughly 24%, would have experienced much more modest
increases in liability. These changes would have been phased in over several years.

The Scottish Government ultimately chose to scrap these proposals. Regardless, they were still only
tweaking a fundamentally flawed system. The tax liability for Band A homes would still have been far too
high, and that for Band H far too low, relative to the value of the property. Neither the 2017 reforms nor
the 2023 proposals, had they been implemented, come anywhere close to meeting the
recommendations of the Commission on Local Tax Reform.

What about water charges?

Currently, water charges are set separately from but collected as part of Council Tax. Scottish Water
sets rates annually, which follow the pre-2017 band structure, which means a Band H home pays three
times as much for water as a Band A home. If Council Tax is replaced, this system will have to be replaced.

It is crucial that this element is not forgotten and that a progressive charging system remains in place
for this fundamental public service. We suggest that water charges should be bundled with any
Reformed Property Tax, with Scottish Water given the authority to set an appropriate percentage rate.

Will there be transitional arrangements for a new system?

Previous changes to local taxation have included transitional arrangements to mitigate the financial
impact on those affected by the new system. The precise details will depend on the system chosen and
the scale of the winners and losers. Any transitional arrangements should be time-limited to ensure the
benefits of a new system are delivered promptly.



