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Executive summary 
The Royal Society of Edinburgh (RSE) welcomed the opportunity 
to respond to the Scottish Government and Convention of Scottish 
Local Authorities (COSLA) consultation on the future of council tax  
in Scotland.1  
The RSE’s original consultation response and this expanded advice paper draw on the varied 
expertise of the RSE Fellowship, including on the economy, fiscal policy, and the public sector. 
Specifically, a working group, which included Fellows and members of the RSE Economy and 
Enterprise Committee, was formed to contribute to both the consultation response and this  
advice paper.

The working group approached this new consultation with the aim of building on previous work 
done by the RSE in response to a previous Scottish Government and COSLA consultation on  
council tax in 2023.2  

In its 2023 advice paper, the RSE argued against proposals from the Scottish Government and 
COSLA to increase the multipliers relative to Band D for properties in Bands E, F, G, and H, as these 
changes would have been made while still using out-of-date property valuations from 1 April 1991.3  
The Scottish Government and COSLA’s most recent consultation paper is correct in recognising 
the need for larger, more ambitious reform and addressing the many issues present in the current 
council tax system. It is also right to focus primarily on the need for a national revaluation of all 
property values, which has not been undertaken since 1991 and has undermined the legitimacy 
of council tax for years. The RSE agrees with the new consultation paper’s position that “while 
revaluation alone would not resolve every concern about council tax, it is a necessary first step to 
making the system more accurate, proportionate, and credible.”4

1  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, 
Edinburgh, October 2025. https://www.gov.scot/publications/consultation-future-council-tax-scotland/
2  Royal Society of Edinburgh (2023). A fairer council tax, Advice Paper 23-7. https://rse.org.uk/programme/advice-paper/a-
fairer-council-tax/
3  Ibid.
4  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, 
Edinburgh, October 2025, p 18. https://www.gov.scot/publications/consultation-future-council-tax-scotland/ 

https://www.gov.scot/publications/consultation-future-council-tax-scotland/
https://rse.org.uk/programme/advice-paper/a-fairer-council-tax/
https://rse.org.uk/programme/advice-paper/a-fairer-council-tax/
https://www.gov.scot/publications/consultation-future-council-tax-scotland/


The current problems with council tax  
in Scotland

1.	 	As acknowledged by the RSE’s 2023 advice paper, 
council tax was introduced to replace the Community 
Charge (Poll Tax). Its implementation was deemed 
acceptable due to its ability to address the problem of 
asset-rich, cash-poor households by offering single-
person discounts and ensuring that tax liability was 
not proportional to property values. Its introduction 
of banding also reduced the number of valuation 
appeals made, with one rate of tax applied to a range 
of property values within each band.5  

2.	 Although politically successful at the time, the 
inaction of successive Scottish governments has 
enabled the council tax system to become outdated 
and regionally discriminatory. As stated in the newest 
consultation paper, the average estimated value of 
a property in Scotland has increased by 357% since 
1993, with the national average house price now 
being £211,000.6 This increase in property values has 
also not been evenly spread across the country, with 
those located in the east of Scotland rising more on 
average than those in the west. As stated by the RSE 
in its 2023 paper, this means that “council taxpayers 
in the west are generally overpaying council tax, and 
those in the east are generally underpaying.”7 

3.	 The RSE commends the Scottish Government and 
COSLA for recognising this imbalance and using this 
latest consultation to make a compelling case for 
revaluation. Undertaking this process is politically 
risky as revaluation will lead to many properties in the 
east paying more council tax, but it is a necessary step 
in making the system more credible and equitable.  

How revaluation should be undertaken

4.	 As established, the latest consultation paper 
recognised the need for revaluation and sought 
feedback on how such a revaluation should be 
undertaken. The paper noted that revaluation would 
seek to be revenue neutral, meaning the total amount 
of council tax raised across Scotland would remain 
broadly the same, with some properties paying more 

than they do now and others paying less. Remaining 
revenue neutral will require a redistribution of funds 
between local authorities, as some council areas 
contain a higher volume of expensive properties 
than others, and therefore would be able to raise 
significantly more in council tax than other areas. 
The RSE therefore believes that revaluation should 
be closely followed by a review of its distributional 
effects to ensure it is fit for purpose, as these 
distributional aspects have not been re-examined 
since 2006.8 

5.	 In terms of how revaluation will be carried out, the 
consultation stated that revaluation will be carried 
out by Scottish Assessors, but little detail is provided 
on the methodology which will be used. To assess 
the efficacy of revaluation, it would be useful to know 
how Scottish Assessors plan to undertake this task, 
and if cross-organisational learning will be employed 
to reduce duplication and costs. For example, 
cooperation with the UK Government’s Valuation 
Office Agency (VAO), which is responsible for valuing 
domestic and non-domestic properties in England 
and Wales, is one way in which the task of revaluation 
could be simplified.9 The VAO has already developed 
an Automated Valuation Model (AVM) to support the 
valuation of over 1.5 million domestic properties in 
Wales as part of the country’s plans for council tax 
revaluation in 2028.10  

6.	 Another key question surrounding revaluation is how 
often it should be undertaken. It is essential that 
the same mistake of failing to consistently update 
the value of properties is not repeated, and the 
consultation paper did note this. The RSE believes 
that, following initial revaluation, properties should 
be revalued every 3-5 years and that this should 
be mandated by primary legislation. A frequency 
within this range would strike a balance between 
annual updates, which would be unpopular with 
the public and risk a higher number of appeals, and 
too infrequent updates, which would perpetuate 
the existing problem of valuations lagging behind 
increases in property values. It is important that the 
Scottish Government and COSLA take advantage 
of existing technologies to efficiently undertake 
revaluations, as discussed above. It would also be 
useful to know by what metrics properties would be 
assessed as part of revaluation. 

4

5  Royal Society of Edinburgh (2023). A fairer council tax, Advice Paper 23-7.
6  Adam et al. (2025). Revaluation and reform of council tax in Scotland: design considerations and potential impacts, Edinburgh. https://www.gov.scot/
publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/ 
7  Royal Society of Edinburgh (2023). A fairer council tax, Advice Paper 23-7, p 4. https://rse.org.uk/programme/advice-paper/a-fairer-council-tax/
8  Burt, Sir Peter (2006) (chair). A Fairer Way: Report by the Local Government Finance Review Committee, Edinburgh.
9  How properties are valued for Council Tax: https://valuationoffice.blog.gov.uk/2023/06/05/how-properties-are-valued-for-council-tax/ 
10  Valuation Office Agency: Automated Valuation Model: https://www.gov.uk/algorithmic-transparency-records/valuation-office-agency-automated-
valuation-model

https://www.gov.scot/publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/
https://www.gov.scot/publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/
https://rse.org.uk/programme/advice-paper/a-fairer-council-tax/
https://valuationoffice.blog.gov.uk/2023/06/05/how-properties-are-valued-for-council-tax/
https://www.gov.uk/algorithmic-transparency-records/valuation-office-agency-automated-valuation-model
https://www.gov.uk/algorithmic-transparency-records/valuation-office-agency-automated-valuation-model
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Post-revaluation

7.	 Following revaluation, the RSE believes it is important 
that momentum to make additional improvements to 
the council tax system is not lost. The consultation 
paper questioned whether property value thresholds 
should be set at a national level or vary by council. 
The RSE firmly believes that band value should be 
set nationally, as this is far more equitable than a 
localised system, where two properties of similar 
value on either side of a local authority boundary 
could pay drastically different rates of council 
tax. Nationally-set values would not only be more 
acceptable from the perspective of the public but 
reduce the administrative burden for public services 
that are already administered nationally and tied to 
council tax, such as the welfare system. Having said 
this, the RSE does not feel the consultation paper 
satisfactorily explained how a localised system 
of value-setting could practically be implemented, 
effectively making the question moot. 

8.	 The consultation paper also set out a range of 
options for updating the design of council tax bands, 
which is a welcome conversation. The potential 
systems discussed ranged from maintaining the 
current council tax system – which, as established, is 
the least favourable option available – to increasing 
the number of bands post-revaluation from 8 to 12 or 
14. Of the options presented, the RSE most supports 
a revalued 14-band system. A 14-band system would 
most effectively minimise the increases in tax rates 
between the bands, better addressing the ‘cliff-edges’ 
present in the existing system (or the large increase 
in tax for properties that just meet the lower threshold 
of a higher band). For example, as it stands in South 
Lanarkshire, a property valued at £58,001 currently 
pays £432.81 more in council tax per year than a 
property worth £58,000, despite the difference in 
value between the properties being only £1.11   

Regressivity, differentiation,  
and progressivity

9.	 The banding system raises another important issue: 
whether the council tax system is better suited 
to differentiation or progressivity. In this context, 
differentiation refers to ensuring that tax rises 
between bands are gradual and predictable – which 

is the case with the current banding system – while 
progressivity refers to ensuring households in higher-
value homes contribute more in council tax. Broadly 
speaking, the progressivity of any tax refers to the 
extent to which the average tax rate (the amount of 
tax paid divided by the total tax base) increases with 
the size of the tax base.

10.	 These options were presented in opposition to one 
another in the consultation paper, partly because 
the current council tax is extremely regressive (that 
is, those living in lower-value properties pay a higher 
proportion of council tax in relation to their property’s 
worth compared to higher-value properties). While 
this is especially the case for properties in the open-
ended Band H – which covers properties valued over 
£212,000 by 1991 valuations, all of which are charged 
a flat rate of council tax – Appendix 1 brings out the 
extent to which average tax rates fall not just within 
each band12, but across bands. The table in Appendix 
1 highlights that in the current council tax system, 
average tax rates fall systematically as properties 
fall into higher and higher bands. Another feature of 
the current system that is brought out in Appendix 1 
is the ‘saw-toothed’ (referring to the sudden rise and 
fall) nature of the pattern of average tax rates, with 
the average tax rate at the bottom of one band being 
higher than the average tax rate at the top of the band 
immediately below it. This is a consequence of the 
cliff-edge problem previously discussed. 

11.	 It should be noted that the Scottish Government 
announced in its 2026-27 Budget that it would 
introduce two new council tax bands from 1 April 
2028.13 These will be Band I, for properties valued 
between £1m and £2m, and Band J for properties 
valued over £2m, both of which will be based on up-
to-date valuations. Although these are designed to 
address the issue of regressivity in Band H, they do 
not go far enough in addressing the regressivity of 
the council tax system as a whole. Thus, their impact 
is likely to be minimal.  

12.	 The RSE does not agree with the consultation paper’s 
implication that differentiation and progressivity are 
incompatible, and believes that if progressivity is 
important, then consideration needs to be given to 
a more radical reform of the council tax system that 
could potentially ensure both.

13.	 Indeed, since the closing of the consultation, COSLA 
has called on the Scottish Government to replace 
council tax entirely and “move to a new scheme 

11  Banding and charges:  https://www.southlanarkshire.gov.uk/info/200258/what_to_pay/155/banding_and_charges 
12  Because, as with Band H, the amount of council tax paid within each band is fixed.
13  Scottish Budget 2026-27: https://www.gov.scot/publications/scottish-budget-2026-2027/

https://www.southlanarkshire.gov.uk/info/200258/what_to_pay/155/banding_and_charges
https://www.gov.scot/publications/scottish-budget-2026-2027/
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altogether” following the 2026 Scottish Parliament 
election.14 The organisation cited growing demands 
on local authorities for services which cannot be 
met by current funding, and has argued political 
parties must put forward proposals for an alternative 
fundraising mechanism that is less regressive.

14.	 In what follows in this advice paper, we set out two 
potential major reforms. The first is a reform to the 
structure of rates and bands – what we call a Relative 
Marginal Tax Rate system. The second, discussed 
later in the paper after the RSE’s full position on the 
consultation has been established, suggests changes 
to the base of council taxation, where we explore the 
potential of introducing a Land Value Tax.  

Proposal for a Relative Marginal  
Tax Rate system

15.	 One way of incorporating both differentiation and 
progressivity into a single model of council tax would 
be to introduce what might be called a Relative 
Marginal Tax Rate (RMTR) system.   

16.	 This would be modelled on the system of taxation 
already used to calculate income tax. The current 
system of income taxation that applies in Scotland 
is set out in Appendix 2. There are two crucial 
features of this system. There is a UK-wide Personal 
Allowance (£12,570) below which no income tax 
is paid. Then there is a series of tax bands within 
each of which there is a constant marginal tax rate 
– a rate that determines the amount of tax paid on 
every additional pound of taxable income within that 
bracket – and these marginal tax rates increase 
across progressively higher bands.

17.	 As can be seen from the table in Appendix 2, such 
a system has the feature that the average tax rate 
rises both within and across tax bands, making 
it progressive. At the same time, there is no saw-
toothed pattern associated with cliff edges – the 
average tax rate at the top of one band is the same 
as that at the bottom of the next band and therefore 
rises smoothly and continuously. Consequently, the 
system also satisfies the principle of differentiation.15   

18.	 With this in mind, the following table sets out a purely 
illustrative, hypothetical example of how such a 
system might work in the context of council tax in 
Scotland. In this example, it is assumed that, like the 
idea of a Personal Allowance, properties with a value 

less than £35,000 would be exempt from paying 
council tax. The table sets out a range of bands 
above £35,000 with their associated marginal tax 
rates and the implied average tax rates at the top and 
bottom of each band.  

19.	 By comparing this table with that in Appendix 1, it can 
be seen that the range of average tax rates paid on 
different properties is similar to those produced by 
the current council tax system. The key difference is 
that this hypothetical system would be progressive 
instead of regressive, as the average tax rate would 
rise both within and across the various bands.   

20.	 The RSE refers to this system as an RMTR system 
because, in principle, it would be possible to 
designate a particular tax band as a reference band 
(like the current Band D) and give councils some 
flexibility on the marginal – and consequently, 
average – tax rates they set across all bands. 

21.	 In addition, an RMTR system would address other 
problems inherent in the existing council tax system. 
Firstly, it would remove the cliff edges that exist in 
the current system which, as previously established, 
create unfairness when properties within the same 
range of value are placed in different tax bands as 
a result of marginal differences in value. Not only 
this, but the cliff edges can have the knock-on effect 
of disincentivising property owners from making 
home improvements for the fear that it will result 
in a higher tax bill. This is especially important to 
address as the Scottish Government continues to 
encourage measures to improve poor insulation and 
the replacement of fossil fuel-based heating systems 
as part of its climate change agenda.

14  Cosla demands next Scottish government ‘scrap and replace’ council tax: https://www.scotsman.com/news/politics/cosla-scottish-government-
council-tax-reform-5615705 
15  In addition, like all progressive systems of taxation, the average tax paid by any taxpayer lies below the marginal tax rate faced by that taxpayer.

Band
Range 

(£)

Marginal 
Tax Rate 

(%)

Average 
Tax Rate 
at bottom 
of band (%)

Average 
Tax Rate 
at top of 
band (%)

A 35,000 - 
75,000 2.0 0 1.1

B 75,001 - 
125,000 3.0 1.1 1.8

C 125,001 - 
175,000 3.5 1.8 2.3

D 175,001 - 
250,000 4.0 2.3 2.8

E > 250,001 4.5 2.8 n/a

https://www.scotsman.com/news/politics/cosla-scottish-government-council-tax-reform-5615705
https://www.scotsman.com/news/politics/cosla-scottish-government-council-tax-reform-5615705
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22.	 Secondly, if something similar to a Personal 
Allowance was introduced, properties valued under 
a certain threshold could be exempt from paying 
council tax. This could in turn reduce the number 
of council taxpayers claiming Council Tax Relief, 
transitional relief, or payment deferral. As can 
be seen from the table above, the existence of a 
Personal Allowance for council tax would also pull 
down the average tax rate paid on properties above 
the threshold. However, it would be for the Scottish 
Government and COSLA to undertake modelling 
to establish the exact value at which a Personal 
Allowance could be set and balanced against the 
reduced council tax receipts that would be collected 
following such a change. If it was decided following 
further modelling that the inclusion of a Personal 
Allowance in this context was not feasible, it would 
not detract from the range of benefits that could be 
gained through the introduction of an RMTR system. 

Challenges with an RMTR system

23.	 The RSE recognises that there are considerable 
challenges in trying to develop and adopt such an 
RMTR system, which is why it is presented as an 
aspiration rather than a fully formed proposal.

24.	 The first challenge with such a system is the need 
to have a more finely tuned valuation of a property 
than simply assigning each to a particular band. 
Secondly, there is a potential risk with the number 
of appeals that such a system could generate. 
As discussed earlier, the advantage of the current 
council tax system’s banding is that it reduced the 
number of appeals made, with the incentive to appeal 
limited to those with properties lying on the cusp 
of two different bands. By implementing an RMTR 
and reducing the number of bands, as this proposal 
suggests, it is possible that more property owners 
would be encouraged to challenge the valuation of 
their property to seek a lower rate of tax. Having said 
this, with the proposed RMTR system’s removal of 
cliff edges, there would arguably be less incentive for 
homeowners to appeal their property’s valuation, as 
it may ultimately result in a very marginal change in 
their overall council tax bill. Whether this would be the 
case for properties in the higher bands that face the 
highest marginal tax rates would depend crucially on 
the precise tax design, since such properties could 
still pay a much higher average tax rate than they 
currently do while still facing a low marginal tax rate.

25.	 However, the RSE believes it would also be possible 
to adapt both the valuation and the appeals process 
to address both of these challenges and better suit 
a system of an RMTR. For example, in the United 
States, residential valuation appeals are generally less 
successful, as properties are revaluated annually or 
biennially with mass appraisal models, which value 
properties in groups based on characteristics such 
as age, location, number of bedrooms, and sales of 
similar homes.16 This approach is taken as individual 
valuation of every home would be impractical and, 
while it does lead to anomalies in some instances, 
the regularity of revaluation means mistakes can 
be identified and addressed more easily. Not only 
this, but as properties are assessed in relation to 
thousands of similar properties, more onus is placed 
on the homeowner to prove why their property has 
been valued incorrectly, and the individual revaluation 
is still weighed up against the metrics used in the 
mass appraisal. Based on the assumption that 
revaluation in Scotland would be carried out with a 
mass appraisal model, as has been the case in Wales, 
these types of changes to the appeals system to 
accompany the RMTR model could prove beneficial. 
 

Transitional relief and deferral

26.	 Along with seeking input on how council tax banding 
should be reformed, the consultation paper also 
presented potential options for schemes designed to 
support households following changes to the council 
tax system.

27.	 The RSE supports the establishment of a transitional 
relief scheme, which would limit how much a 
household’s council tax bill could increase per 
year following reform. However, the consultation 
paper was unclear on how the possible transitional 
schemes would be funded in the short, medium, 
and long-term. Therefore, without further modelling, 
it is not possible to comment on which form of the 
scheme would be preferable.

28.	 The same issue is present with regard to a council 
tax deferral scheme. The RSE does support having 
a deferral scheme in place for all those who would 
not be able to afford their new rate of council tax, 
including pensioners, disabled people, households 
with children, and households experiencing financial 
hardship. The simplest way to assess those 
requiring deferral support would be to means test by 
examining household income, which is particularly 

16  City of Philadelphia. 2024. Mass Appraisal Valuation Methodology Overview, p 11, 18. https://www.phila.gov/media/20240920162052/opa-tax-year-
2025-mass-appraisal-valuation-methodology.pdf

https://www.phila.gov/media/20240920162052/opa-tax-year-2025-mass-appraisal-valuation-methodology.pdf
https://www.phila.gov/media/20240920162052/opa-tax-year-2025-mass-appraisal-valuation-methodology.pdf
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important for identifying households which are asset-
rich but cash-poor. It would also be important that 
interest be applied to deferred payments to ensure 
that households that can afford to pay council tax 
are not incentivised to defer. The RSE agrees with 
the consultation document that a strong option for 
recovering deferred payments would be to do so 
when the property is sold or transferred to someone 
else.17 John Muellbauer, Professor of Economics at 
the University of Oxford, has also proposed a model 
through which pensioners could opt to defer payment 
with a higher interest rate, and that for every year of 
deferral, the tax authority would gain an increased 
equity stake in the property. This system, Professor 
Muellbauer argued, would avoid complex interest rate 
accrual and uncertainty on deferred payments.18  

Council Tax Reduction Scheme

29.	 The biggest area of weakness in the consultation 
concerned the Council Tax Reduction Scheme 
(CTRS). Those currently eligible for a reduction in 
council tax include students, those with disabilities, 
those on low incomes, and adults living alone.19  
Targeted CTRS aid was also introduced in 2017 
following an increase to the charges for Bands E to H 
to support affected low-income households.20 

30.	 The consultation paper asked whether the CTRS 
should be expanded further following reform to 
support households that fall just above the CTRS 
eligibility threshold. Although the RSE does not 
disagree with this idea in principle, the consultation 
paper itself explained that by altering the rate 
at which council tax support is withdrawn as a 
household’s income increases, support could 
be extended to between 400,000 and 500,000 
households at an estimated cost of £130m to 
£150m.21 The paper did not, however, discuss the 
funding mechanisms underlying any such expansion 
of the scheme, which could risk undermining the 

intention of making council tax reform revenue 
neutral. It is also possible that the scheme’s cost 
could exceed forecasts, which again would create 
additional financial pressure on the Scottish 
Government and local authorities. If expansion of 
eligibility is desired, it could be worth looking at where 
savings could be made in other areas of the existing 
CTRS, including through reassessment of eligibility 
for the single-person discount. 

Further potential reforms

31.	 Returning to COSLA’s recent call for replacing council 
tax, the RSE wishes to highlight the potential merits 
of a Land Value Tax (LVT), which has been argued in 
favour of by many notable economists.

32.	 An LVT imposed on unimproved land based on its 
value, ignoring any property or infrastructure on that 
land.22 As of 2023, the value of ‘non-produced assets’ 
(resources that exist without human intervention, 
such as land) accounted for nearly 60% of total 
assets in the UK, meaning the potential tax base 
for an LVT is very large.23 With land being a fixed 
asset that cannot be moved, it represents a plentiful 
resource which can be taxed without fear of it being 
taken away or its supply falling. This is not the case, 
for instance, with labour or capital, where high taxes 
can disincentivise workers and companies and lead 
to them leaving the country.24 As has been highlighted 
in this advice paper, the current council tax system 
creates similar disincentives for homeowners to 
make improvements to their properties, as the risk 
of moving up the banding system can be enough to 
dissuade people from making necessary upgrades. 
Therefore, a move away from taxing property to 
taxing the value of land could create prosperous 
conditions for property owners, encouraging them to 
make beneficial building improvements that support 
climate goals, as well as relieve some of the strain 
placed on lower-income households.  

17  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, Edinburgh, October 
2025, p 39. https://www.gov.scot/publications/consultation-future-council-tax-scotland/
18  J. Muellbauer, Expert Comment: A property wealth tax is now politically feasible, Oxford, 2025. https://www.ox.ac.uk/news/2025-08-21-expert-
comment-property-wealth-tax-now-politically-feasible 
19  Council Tax discounts, exemptions and reductions: https://www.mygov.scot/council-tax/discounts-exemptions-and-reductions 
20  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, Edinburgh, October 
2025, p 43. https://www.gov.scot/publications/consultation-future-council-tax-scotland/
21  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, Edinburgh, October 
2025, p 43-44. https://www.gov.scot/publications/consultation-future-council-tax-scotland/    
22  Hughes et al. (2018). Investigation of Potential Land Value Tax Policy Options for Scotland, Reading, p 8. https://www.landcommission.gov.scot/
downloads/5dd6984da0491_Land-Value-Tax-Policy-Options-for-Scotland-Final-Report-23-7-18.pdf
23  The case for a land value tax is overwhelming: https://www.ft.com/content/fadfbd9e-29ca-4d53-b69a-2497cc3ed95d?accessToken=zwAGSdpjbp
5gkdP6372eKcpNU9O2miSXzD7ZXQ.MEQCIAQThDhUeBxngYT1j-8bKeuCISUceiNMj24AsB9T1xJfAiAnLYTp-3CB4mSUj03I5kwSH4K9narKKEAXKdy
myxHDiA&sharetype=gift&token=02c1a11b-af52-4b18-8e9f-9bcbec82dbe0 
24  Kumhof et al. (2021). Post-Corona balanced budget fiscal stimulus: The case for shifting taxes onto land, London. https://www.maxwell.syr.edu/
docs/default-source/research/post-corona-balanced-budget-super-stimulus.pdf?sfvrsn=4a481ae0_5 

https://www.gov.scot/publications/consultation-future-council-tax-scotland/
https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
https://www.mygov.scot/council-tax/discounts-exemptions-and-reductions
https://www.gov.scot/publications/consultation-future-council-tax-scotland/
https://www.gov.scot/publications/consultation-future-council-tax-scotland/
https://www.landcommission.gov.scot/downloads/5dd6984da0491_Land-Value-Tax-Policy-Options-for-Scotland-Final-Report-23-7-18.pdf
https://www.landcommission.gov.scot/downloads/5dd6984da0491_Land-Value-Tax-Policy-Options-for-Scotland-Final-Report-23-7-18.pdf
https://www.ft.com/content/fadfbd9e-29ca-4d53-b69a-2497cc3ed95d?accessToken=zwAGSdpjbp5gkdP6372eKcpNU9O2miSXzD7ZXQ.MEQCIAQThDhUeBxngYT1j-8bKeuCISUceiNMj24AsB9T1xJfAiAnLYTp-3CB4mSUj03I5kwSH4K9narKKEAXKdymyxHDiA&sharetype=gift&token=02c1a11b-af52-4b18-8e9f-9bcbec82dbe0
https://www.ft.com/content/fadfbd9e-29ca-4d53-b69a-2497cc3ed95d?accessToken=zwAGSdpjbp5gkdP6372eKcpNU9O2miSXzD7ZXQ.MEQCIAQThDhUeBxngYT1j-8bKeuCISUceiNMj24AsB9T1xJfAiAnLYTp-3CB4mSUj03I5kwSH4K9narKKEAXKdymyxHDiA&sharetype=gift&token=02c1a11b-af52-4b18-8e9f-9bcbec82dbe0
https://www.ft.com/content/fadfbd9e-29ca-4d53-b69a-2497cc3ed95d?accessToken=zwAGSdpjbp5gkdP6372eKcpNU9O2miSXzD7ZXQ.MEQCIAQThDhUeBxngYT1j-8bKeuCISUceiNMj24AsB9T1xJfAiAnLYTp-3CB4mSUj03I5kwSH4K9narKKEAXKdymyxHDiA&sharetype=gift&token=02c1a11b-af52-4b18-8e9f-9bcbec82dbe0
https://www.maxwell.syr.edu/docs/default-source/research/post-corona-balanced-budget-super-stimulus.pdf?sfvrsn=4a481ae0_5
https://www.maxwell.syr.edu/docs/default-source/research/post-corona-balanced-budget-super-stimulus.pdf?sfvrsn=4a481ae0_5
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33.	 Furthermore, taxing land value better captures 
the benefits brought to landowners from external 
developments that increase land value, such as the 
construction of roads and energy infrastructure.25 
As it stands, a small percentage of the population 
benefits greatly from improvements made with public 
money, and so recouping some of this added value 
and reinvesting it in public services would ensure a 
fairer distribution of benefits. 

34.	 The RSE acknowledges that there are significant 
political hurdles that would need to be overcome in 
pursuing the introduction of an LVT. As discussed 
by Adam et al., the move from a tax on property to 
a tax on land would create numerous winners and 
losers, which would make the change very politically 
difficult.26 For example, one issue to consider would 
be the prevalence of inter-war council estates that 
were built with large gardens, as well as social 
housing estates in central areas where land values 
may be high, but occupiers (be they owners or 
tenants) may have limited access to capital. It could 
also be challenging to value all land at an adequate 
level – especially in cases where structures and 
buildings exist – as well as compile an up-to-date list 
of land ownership across Scotland. Having said this, 
Adam et al. have noted that the evaluation of land 
is not unduly challenging, with apparatus already in 
place to record land and property values.27 

35.	 It is also important to remember that the choice for 
a local government taxation model is not a decision 
between having, or moving away from, council tax. 
For example, Professor Muellbauer makes the case 
for a blend of council tax reform, Land and Buildings 
Transaction Tax reform, and the introduction of a 
high-value tax on non-residential land to address 
the growing inequality within the housing and land 
market.28 Regardless of what type of local taxation 

reform is pursued by the Scottish Government and 
COSLA, there will always be significant political 
challenges to overcome. This will certainly be the 
case with council tax reform and revaluation, and it is 
the responsibility of the next Scottish Government to 
be steadfast in its agenda and take forward what will 
be difficult decisions. 

Concluding remarks

36.	 In this time of significant strain on public finances 
and marked societal inequality, it is vital that the 
Scottish Government and COSLA follow through on 
their commitment to reforming council tax. Achieving 
buy-in will be difficult but does not negate the need 
for change. Once delivered, this change must also be 
maintained through regular periods of revaluation and 
reform, as noted in this paper. It is only by doing this 
that the council tax system can be viewed as credible 
and proportionate. The RSE hopes that serious 
consideration is given to the proposals outlined in this 
advice paper for where further improvements can be 
made. 

37.	 The RSE welcomes the opportunity to further support 
the Scottish Government with tax policy development 
and actively seeks engagement with it, public bodies, 
MSPs, and other interested parties in this respect.  

Additional information

38.	 Any enquiries about this advice paper should be 
addressed to Rory MacDonald, Policy Advice Officer 
(rmacdonald@theRSE.org.uk). Responses are 
published on the RSE website (www.rse.org.uk).

25  Adam et al. (2011). Tax by design, London, p 371. https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf.
26  Adam et al. (2011). Tax by design, London, p 373. https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf.
27  Adam et al. (2011). Tax by design, London, p 373-374. https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf.
28  J. Muellbauer, Expert Comment: A property wealth tax is now politically feasible, Oxford, 2025. https://www.ox.ac.uk/news/2025-08-21-expert-
comment-property-wealth-tax-now-politically-feasible

mailto:rmacdonald@theRSE.org.uk
www.rse.org.uk
https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf
https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf
https://ifs.org.uk/sites/default/files/output_url_files/taxbydesign.pdf
https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
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According to figures from the Scottish Government29, in 2025-26, the average council tax paid by properties in Band D 
was £1,543.

Applying the figures for the set of ratios to Band D that have to be applied by all councils to all the other bands produces 
the following table of council taxes and the implied average tax rates at the top and bottom of each band.

Table: Average rates of council tax within and across bands

Appendix 1 – Average tax rates under current council tax system

Appendix 2 – Scottish income tax marginal and average rates

29  Scottish Government and Convention of Scottish Local Authorities, Consultation on The Future of Council Tax in Scotland, Edinburgh, October 
2025, p 9. https://www.gov.scot/publications/consultation-future-council-tax-scotland/
30  Current rates - 6 April 2025 to 5 April 2026: https://www.mygov.scot/scottish-income-tax/current-income-tax-rates

Band Range (£)
Annual Council Tax 

(£)

Average Tax Rate (%)

Bottom of band Top of band

A Up to 27,000 1,029 n/a 3.8

B 27,001 – 35,000 1,200 4.4 3.4

C 35,001 – 45,000 1,372 3.9 3.0

D 45,001 – 58,000 1,543 3.4 2.7

E 58,001 – 80,000 2,027 3.5 2.5

F 80,001 – 106,000 2,507 3.1 2.4

G 106,001 – 212,000 3,022 2.9 1.4

H Above 212,000 3,780 1.8 n/a

Band Range (£) Marginal Tax Rate (%)

Average Tax Rate (%)

Bottom of band Top of band

Starter 12,571 – 15,397 19 0 3.5

Basic 15,398 – 27,491 20 3.5 10.8

Intermediate 27,492 – 43,662 21 10.8 14.5

Higher 43,663 – 75,000 42 14.5 26.0

Advanced 75,000 – 125,140 45 26.0 33.62

Top 125,140+ 48 33.62 n/a

Note that on a property worth £1m, the average tax rate would be 0.4%.

As set out by the Scottish Government30, the current Personal Allowance is £12,570. The various bands for income tax, 
along with the marginal tax rates that apply to them, are set out in the table below. The table also shows the average tax 
rate that applies at the top and bottom of each band. 

Table: Scottish income tax bands and rates

For someone with a taxable income of £1m, the income tax paid would £462,009, giving rise to an average tax rate 
of 46.2%.

https://www.gov.scot/publications/consultation-future-council-tax-scotland/
https://www.mygov.scot/scottish-income-tax/current-income-tax-rates



