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The Poverty and Inequality Commission is an advisory non-departmental public body that
provides advice and scrutiny to Scottish Ministers on reducing poverty and inequality in
Scotland.

The Commission welcomes the opportunity to contribute to the consultation on the Future
of Council Tax in Scotland. The Commission’s responses to the consultation questions are
guided by input from Commissioners and Experts by Experience Panel' members in
December 2025, and underpinned by the recommendations from the Commission’s
October 2023 report, How better tax policy can reduce poverty and inequality:
Recommendations for an effective and accountable Scotland.

This paper outlines the Commission’s responses to the consultation, providing further detail
and evidence for each response. Based on the consultation proposals, the Commission:

e Believes that Council Tax is a flawed and regressive tax which needs to be reformed.

e Supports the revaluation of properties subject to Council Tax in Scotland, which the
Commission has consistently called for on an urgent basis.

e Supports reforms that will make Council Tax less regressive and which provides
greater differentiation between bands. The 14 band option in the consultation best
meets these principles. This option will reduce bills for groups more likely to
experience poverty, including younger adults, lone parents, single pensioners,
disability and health-related benéefit recipients, and renters.

e Supports the proposal of reducing the taper rate at which Council Tax Reduction is
withdrawn, which could benefit up to 500,000 households.

¢ Advises that the impact on certain groups affected by higher costs, such as those in
rural and island communities and disabled households, is further examined to
prevent unintended negative consequences.

e Advises that other issues with Council Tax should be addressed as part of the
reforms, including both enforcement of arrears and the process of claiming CTR.

" In March 2024, the Poverty and Inequality Commission established the second iteration of its Experts by
Experience Panel made up of 13 people from across Scotland with lived experience of poverty. The Panel
was developed to embed participation in the work of the Commission and to ensure that those with lived
experience of poverty were engaged in all aspects of the Commission’s work.
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1. Do you think the current council tax system in Scotland needs to be reformed?

The Commission’s view, supported by the Experts by Experience Panel, is that the current
council tax system in Scotland needs to be reformed. Whilst a more progressive Council
Tax has the potential to make a strong contribution to addressing poverty, it is clear from a
range of evidence that the current system of council tax is in need of fundamental reform to
make this a reality.

The Commission undertook work through a tax working group across 2023 to examine how
devolved taxation, including Council Tax, could address poverty and inequality in Scotland.
The resulting Commission report, How better tax policy can reduce poverty and inequality?,
found that Council Tax is widely acknowledged as a fundamentally flawed and regressive
tax, in part because valuations date from 1991, and recommended that, as a priority, the
Scottish Government should ‘Revalue properties subject to the current council tax, and
immediately start work to design its replacement.’

Issues identified in the report that need to be addressed within the current system include:

¢ Inaccurate banding: The failure to update property values for domestic properties
subject to council tax over the course of the last 30 years has resulted in a situation
where a substantial proportion — perhaps the majority — of properties are in the
wrong band compared to where they should be due to divergence in property values
over time.

e A regressive tax: Research commissioned by the Poverty and Inequality
Commission from the Resolution Foundation in 20193 highlighted that Council Tax
remained almost as regressive as the Poll Tax it replaced. For example, those living
in Band A properties face a bill amounting to as much as 2 per cent of the value of
their home each year, compared to less than 0.03 per cent of the property value
levied on those in Band H. As IPPR Scotland* have noted, bills are lowest as a
proportion of home value for those in the highest value properties and as a
proportion of income for the highest income households. Council tax reduction
corrects for this to an extent for only the very lowest income households.

¢ Increase in the incidence and impact of Council Tax arrears: It is clear from a
range of data and evidence that the level of Council Tax arrears is increasing and
that this burden is most felt by low income households. Recent research by the
Robertson Trust® highlighted that more than 4 in 10 low income households were
worried about Council Tax debt, and that almost 1 in 9 were currently in arrears. This
compared to 1 in 100 highest income households being in arrears. Further to this,

2 How_Dbetter tax policy can reduce poverty and inequality October2023.pdf

3 Poverty-and-inequality-housing-wealth-inequality-summary-report.pdf

4 We (still) need to replace council tax with a progressive system of local taxation | IPPR
5 New Report: Public Debt and Arrears in Scotland | The Robertson Trust
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research using Citizens Advice Scotland data® found that lone parent families
accessing the service, including those with disabled children, were more likely to
report council tax debt arrears than other clients. Figures from the Accountant in
Bankruptcy from 2024/257 show that difficulties in paying are translating into an
increase in debt enforcement, with diligences in relation to Council Tax debts
increasing by 42.5% compared with pre-pandemic levels (2019-20).

2. Do you think property values used to calculate council tax should be updated to
reflect current market values, instead of using 1991 values (i.e. should there be a
revaluation of every Property in Scotland)?

The Commission’s view, supported by the Experts by Experience Panel, is that property
values should be updated. This revaluation needs to be part of a wider programme of
reform that has the clear end-point of designing a long-term replacement to Council Tax.

There is unambiguous evidence from the 2015 Commission on Local Tax Reform® and
other sources that the failure to update property values for domestic properties subject to
council tax over the course of the last 30 years has resulted in a situation where a
substantial proportion — perhaps the majority — of properties are in the wrong band
compared to where they should be due to divergence in property values over time.

The 2015 Commission on Local Tax reform showed that 57% of properties in areas they
modelled would change band if revaluation had been conducted in 2014. Around half of
those were currently in a higher band than they would be after revaluation (and so would
pay less Council Tax if such a revaluation was conducted), and around half would pay more
as a consequence of revaluation. The IFS analysis® supporting the consultation also
estimated that half of properties would change band if revaluation was undertaken, with
26% moving down at least one band and 24% moving up at least one band.

Together, these and other flaws, mean that any reforms to bands based on the 1991
valuations would inevitably lead to some households being subject to increases based on
being in an incorrect council tax band. Making changes to band multipliers without
revaluation means these changes will not impact all of the properties that they should, and
will impact some that they should not. A revaluation of all properties must therefore be a
prerequisite for any reforms to local taxation.

The Commission has also commented that, when looking at the data that should support
and inform policies that can serve to reduce poverty and inequality and improve public
understanding of land and property ownership and value in Scotland, the incompleteness
and inaccuracy of land and property data is a serious stumbling block. The difficulties that
follow as a consequence of this — for example the challenge of linking information on

6 Understanding the Drivers Behind Council Tax Debt Briefing Paper | Citizens Advice Scotland

7 Scottish Diligence Statistics 2024-25 | Accountant in Bankruptcy

8 FOI+202300377074+-+Information+Released+-+Annex+A.pdf

9 Revaluation and reform of council tax in Scotland: design considerations and potential impacts - gov.scot
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household incomes to land or property values — will continue to frustrate progress on
designing alternatives to the status quo. Hence the Commission believes that a
comprehensive system of both land and property ownership, use, and value is the outcome
the Scottish Government and its agencies should be working towards with urgency.

3. How often do you think property values should be reviewed and updated for
council tax purposes?

There should be a regular cycle of revaluation based on consideration of practicality,
assessor capacity, and cost/benefit informed by input by relevant specialists. 10 years
appears to the Commission to be too long, and the Commission notes that Wales'? has
committed to a 5 year cycle.

The Commission considers it to be essential that property revaluation takes place on a
regular and defined basis. The exact interval for the revaluation will depend on a balance
between costs and benefits, which the Commission does not have a position on at this
stage. Inclusion of estimates of costs of revaluation would have been helpful in the
consultation document.

It is noted that there are precedents for revaluation of domestic and non-domestic
revaluations in Scotland and in other parts of the UK. The Welsh Government, which
revaluated properties more recently than in the rest of the UK in 2003, is undertaking
revaluation of all domestic properties on a five year cycle from 2028.

In Scotland, legislation now requires revaluation for the purposes of non-domestic rates to
be carried out every three years, rather than the previous five years. This process applies to
around a quarter of a million non-domestic properties in Scotland. This approach is notably
absent from the approach taken to the around 2.5 million domestic households in Scotland.

The Commission recommends that process and system capacity for future regular cycles of
property revaluation should be committed to and designed during this period, for
implementation alongside Council Tax’s long-term replacement.

4. Following a revaluation, do you think council tax band property value thresholds
should be set at a national level or vary by council area?

The Commission doesn’t take a view on whether council tax property thresholds should be
set at a national level or council area, as the advantages and disadvantages of each are
broadly balanced. It is important that local taxation balances national consistency with local
democratic flexibility wherever possible.

It should also be noted that the revaluation would likely have a varying geographical aspect,
with households in local authorities with a larger change in house prices since 1991 (such
as Edinburgh and East Lothian) more likely to move up CT bands as a result. There will

10 Find out about how we are reforming Council Tax | GOV.WALES
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also be variation in impact within local authorities. Whether thresholds are set up at a
national or local authority level, it is important that the system is sensitive to varying impacts
within and across local authorities, particularly for households those with low incomes.

5. Which of the following is most important to you in the design of council tax
bands? [differentiation or progressivity]

It is important that the design of Council Tax bands, and other reforms, ensure elements of
both differentiation and progressivity. As such, this should not be seen as a binary choice.
However, the Commission recommends that progressivity — ensuring that households in
higher-value contribute more — should be prioritised if a preference is required. Members of
the Commission’s Experts by Experience Panel also felt that, while progressivity was of
more importance, the design should increase both progressivity and differentiation.

As outlined earlier in this paper, research commissioned by the Commission from the
Resolution Foundation'" highlighted the regressive nature of Council Tax. For example,
those living in Band A properties face a bill amounting to as much as 2 per cent of the value
of their home each year, compared to less than 0.03 per cent of the property value levied
on those in Band H. The reforms offer the opportunity to make the Council Tax system less
regressive.

6. Which of the potential council tax systems do you most support?

The consultation includes a range of potential council tax system options, all underpinned
by a revaluation of properties. These included: the current system (8 bands); a 12 band
system; a ‘progressive’ 12 band system; and a ‘progressive’ 14 band system. The
Commission supports the 14 band option. This option is the least regressive of the
proposed options and reduces large jumps between bands.

Of the options offered, the 14 band option will likely make the biggest contribution to
reducing poverty and inequality. Under this option, over half of households (those in lower
value properties in Tax Bands A-C) would pay less in Council Tax than they are currently. A
quarter of households would pay at least £240 less in Council Tax. Analysis by the IFS'? for
the Scottish Government estimated that those living in SIMD Quintile 2 by income (the
second lowest quintile) would have the largest reduction in net council tax bill (£52).

The IFS estimates also indicate that a less regressive Council Tax system would reduce
bills for groups more likely to experience poverty, including younger adults, lone parents,
single and widowed pensioners, disability and health-related benefit recipients, and renters.
In addition, the estimates indicate that the 14 band system would reduce bills in more
deprived parts of Scotland and areas where house price increases have been lower than
the average house price increase in Scotland.

11 Poverty-and-inequality-housing-wealth-inequality-summary-report.pdf
12 Revaluation and reform of council tax in Scotland: design considerations and potential impacts - gov.scot
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The move to a 14 band Council Tax system would also have the benefit of reducing the
‘jumps’ in Council Tax bills when moving from one band to another. For example, a move
from Band A to Band B under the current system would involve an increase of £171 in bills,
compared to £86 in the proposed 14 band system.

Experts by Experience Panel members highlighted that those in social tenancies may not
have a say on the property they are allocated, which may involve a move from one tax band
to another and increase in Council Tax bills. An increase in the number of bands would
likely reduce the impact of moving tenancies.

7. Which of the potential council tax systems do you least support?

As outlined previously in this response, the Commission view is that the current council tax
system in Scotland needs to be reformed. The ‘status quo’ current council tax system is
therefore the Commission’s least preferred option.

8. Do you support the establishment of a transitional relief scheme to limit how much
a household’s council tax bill can increase each year following reform?

The Commission supports the establishment of a transitional relief scheme under council
tax reforms.

The IFS estimates suggest that most low- and middle-income households would see
reductions in bills under a less regressive council tax system but a minority, especially in
parts of Scotland with higher property values, would see increases. A transitional relief
scheme should ensure that support is available to low income households in this scenario.

It is important that whatever transitional relief scheme is developed, it prioritises support for
those least able to cope with higher payments, whether this is due to low income or
circumstances. It should also be noted that private rented households could be prioritised
for support given that they will not be eligible for council tax deferral schemes.

9. Which transitional relief scheme would you prefer?

While the Commission supports the principle of a transitional relief scheme, the
Commission does not offer a preference for one of the two proposed schemes, or for
another transitional scheme.

10. Do you support the establishment of a council tax deferral scheme for
homeowners?

The Commission supports the establishment of a council tax deferral scheme for
homeowners.
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11. In your view, who should be eligible to receive support from a council tax deferral
scheme?

Commissioners advised that eligibility for support should be based on need/risk of hardship
regardless of membership of a particular group. It is, however, recognised that some
households are at particular risk if their Council Tax payments increase and any deferral
scheme should be designed in a way that is sensitive to this. In particular, homeowners
who should benefit include those whose income is just outside of full council tax reduction.
The Commission also noted that disabled people and carers, as well as homeowners in
rural areas, should also have access to the scheme.

12. Should households who defer payment pay interest on the amount deferred?

The Commission agreed that interest should be charged on the amount of council tax
deferred. Charging interest can address some of the issues that such a scheme can create,
and also help cover the costs of any loan defaults. As is noted in the consultation
document, there is precedent from other countries charging interest in similar schemes.

13. Do you think the Council Tax Reduction scheme should be expanded to support
more households following any reform?

The Commission agrees that the reform of Council Tax offers the opportunity to take a
wider look at how Council Tax Reduction interacts with the design of the system and how it
can best support those with low incomes.

The existing Council Tax Reduction scheme means that many of the households with the
lowest incomes and with low levels of financial assets would be unaffected by council tax
revaluation and reform — either their bill is covered in full by means-tested support or a
change in their bill would be matched by a change in their CTR entitlement. However, there
is an opportunity to expand support to those with a relatively low income who sit just outside
of CTR eligibility and/or to those whose circumstances (such as needing additional
rooms/space because of a disability) increase the housing costs they face.

The Commission has previously noted, in its report on tax reform in October 20233, that
the number of Council Tax Reduction recipients had decreased over the long term,
including during the height of the cost of living crisis. This trend has since broadly
plateaued, but the number of claimants remains lower than prior to the pandemic — 457,160
claimants in Feb 2025 compared to 467,730 in Feb 2020"4. The number of CTR recipients
is now 17 per cent (94,260 recipients) lower in March 2025 than when the scheme began.
All local authorities in Scotland have seen a decrease in the number of CTR recipients
since the scheme was introduced in April 2013. It appears that fewer households are
receiving support at the same time as arrears and debt enforcement actions are increasing,

13 How better tax policy can reduce poverty and inequality October2023.pdf
14 Council Tax Reduction in Scotland: 2024-2025 - gov.scot
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and we therefore would further analysis and/or research on the drivers underlying this
trend.

14. Which changes to the Council Tax Reduction scheme would you support?

Both of the changes being consulted on — broadening eligibility criteria to include low
income households who move to a higher tax band; and changing CTR so support is
withdrawn more gradually as income rises — have the potential to make a significant
improvement in support for low income households.

Elsewhere in the Commission’s response, it was raised that the relatively small number of
low income households who would face a large Council Tax rise should be a priority for
transitional protection. Another route to support this group would be to broaden CTR
eligibility.

The second option — reducing the taper rate at which CTR is withdrawn — would have a
significant impact both in terms of the number of eligible households and support that
existing claimants receive. IFS analysis'® for the Scottish Government estimates that
between 400,000 and 500,000 households would benefit from this reform, with the
proportion of households entitled to CTR rising from around 25% to 35%. The figures
indicate that the taper rate reduction would significantly reduce average net bills for
households in the bottom 40% of the income distribution, as many would become newly
eligible or eligible for more CTR than they were previously.

Members of the Experts by Experience Panel spoke about their experiences of claiming
CTR and the uncertainty and additional bureaucracy that they experienced when their
circumstances changed slightly. For example, one panel member had experienced
uncertainty and stress regarding the support she would be entitled to when on a six month
work placement and being paid slightly differing amounts due to the number of working
days in a given month. A change in the taper rate would offer greater certainty that a small
change in circumstance would not have a significant impact on support. One member
noted, ‘| agree with the support taken away more gradually, you never know when your
circumstances might change again so still having support is important’.

The IFS figures show that the costs of Council Tax Reduction changes are related to
progressivity of the Council Tax band system (the more progressive CT option would entail
lower costs for the CTR changes). It is therefore important to view the changes to Council
Tax bands and Council Tax Reduction in the round.

15 Revaluation and reform of council tax in Scotland: design considerations and potential impacts - gov.scot

Page 8 of 11


https://www.gov.scot/publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/

15. Do you have any information you wish to share that has not already been
discussed in the paper on the impact of council tax reform on any of the following:

[Groups who share protected characteristics / Island Communities / Business or
organisations in the public, private or third sector / Your local area]

The Commission wishes to raise the importance of the impact of changes in Council Tax on
both island and rural communities. The IFS analysis'® estimates that making council tax
less regressive would further increase the average gross relative tax rate faced by
properties in rural areas (especially accessible rural areas), as well as for island
communities. This is driven by the revaluation effect and the fact that property values have
increased by more than average on Scottish rural areas and islands overall.

While property prices have risen in rural and island communities, these households also
face a ‘rural premium’ for other costs, with rural poverty sometimes being a hidden issue. A
report by the Scottish Government in 2021'” estimated that the minimum cost of living in
remote rural Scotland was between 15% to 30% higher than urban parts of the UK. It is
therefore important that rural households, who may have a more expensive property but
face higher costs, are supported through any reforms. It should also be noted that those
renting in rural and island areas may have to rent in a relatively expensive property, but not
have the benefits that accrue from the high valuation of a property.

The Commission considers it important that the reforms do not have an unintended
negative impact on disabled people. For example, disabled people (particularly in rural
areas) can have a lack of choice of suitable housing due to needing a larger or higher value
house due to adaptations, bedrooms for carers, better heating, etc. The IFS analysis
estimates that there would be a modest impact on council tax bills for disabled people, with
those in receipt of sickness and disability benefits paying slightly less, and other disabled
households paying slightly more. However, more analysis is required to understand the
impact on disabled people whose health condition requires equipment/space that would
affect their council tax band.

The Commission recognises that taking an intersectional approach is critical in tackling
poverty and inequality in Scotland, and that many of those who are most likely to be in
deepest poverty will experience overlapping discrimination and intersecting inequalities.
The IFS analysis provides valuable insights into the impact of changes on those with
protected characteristics, and for certain households and family types. Further analysis and
engagement with equality groups would be valuable in understanding the intersectional
impact of reform, and any groups that stand to be most impacted.

16 Revaluation and reform of council tax in Scotland: design considerations and potential impacts - gov.scot
17 The cost of remoteness - reflecting higher living costs in remote rural Scotland when measuring fuel
poverty: research report - gov.scot
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16. Please provide any other comments or views on the consultation themes or
council tax reform that you have not been able to share above.

The Commission wishes to raise a number of other points that could be addressed as part
of council tax reform:

The Commission noted that the Continuous Proportional system was modelled in the
IFS report'® for the Scottish Government, but not included as an option in the
consultation paper. In the analysis, this was estimated to be the most progressive of
the options. There is support for the principles of this option from both the
Commission and the Experts by Experience Panel. In line with previous Commission
recommendations, this option may form a basis for long-term reform of local taxation.
The system of domestic rates in Northern Ireland, which uses a system of
continuous proportionality up to a maximum cap, could be further examined to
assess the feasibility of a similar approach.

An alternative to transition / deferral schemes / CTR scheme under the reforms could
be looking at a structure of exempting lower income households from Council Tax
altogether (eg. Zero-rate bands). This could have the benefit of reducing
administrative costs and providing certainty to low income households.

While the analysis estimates that private renters will have lower council tax bills on
average in each of the proposed options, and that owner occupiers will typically have
higher bills, this may not be universally the case. For example, where renters have a
lack of choice of housing in rural areas, they may live in a more expensive property
with a higher tax band. In this scenario, the owner would be benefitting from the
value of the property, but the renter may have little choice but to pay the higher bills.
More detailed analysis on impact on private renters would be welcome.

Experts by Experience Panel members reported that problems with applying for
Council Tax Reduction were a common experience. One Panel member noted that
the CTR scheme was ‘a mess’, that it was difficult to speak to anyone about it,
difficult to understand and difficult to get support. Others agreed that the system

is very complex and that it was challenging to get support or to speak to somebody.

Another common issue reported by the Panel was that CTR and exemptions applied
to the property rather than the household/individual, and that it can take months for
them to be applied to a new property. ‘| would like councils to remember exemptions
and have them linked to the person rather than the property, so you don't have to go
through the process of reapplying when you move house.” This Panel member

18 Revaluation and reform of council tax in Scotland: design considerations and potential impacts - gov.scot
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explained that even when moving within the same council area, it took five months to
get the same exemption applied to their new CT bill.

e The Commission has previously raised the issue of Council Tax debt and the
enforcement measures being taken to recover it. Council Tax debt can be enforced
quickly and punitively, with less consideration for individual circumstances than with
consumer debt. While time frames differ by local authority, it can potentially take as
little as 6-8 weeks from a missed payment to the debt being handed to sheriff officers
for enforcement. Individuals can also face action on Council Tax debt for two
decades, which is much longer than for consumer debt (five years) and much longer
than for Council Tax in England and Wales (six years). The public sector should use
debt as an early warning sign of families needing support, rather than taking punitive
action. It is noted that changes to Council Tax in Wales'® included reforms to the way
in which Council Tax arrears are enforced, with greater protections for households.
Reforms to Council Tax bands should go hand-in-hand with Improvements to
Council Tax enforcement in Scotland.

19 Find out about how we are reforming Council Tax | GOV.WALES
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