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Background to Policy Document 

 
This paper has been prepared as part of a project for Kirsty Williams AM, funded with the 
kind support of the Joseph Rowntree Reform Trust. The aim of this project is to explore the 
issues to ensure accountability, fairness and growth in those taxes within the remit of the 
National Assembly for Wales.   
 
This paper has been approved for publication by the Welsh Liberal Democrats’ Policy 
Committee as a policy paper for debate at the Welsh Liberal Democrat Autumn Conference 
in Swansea in November 2015.   
 
Within the policy-making procedure of the Liberal Democrats, the Federal Party determines 
the policy of the Party in those areas which might reasonably be expected to fall within the 
remit of the federal institutions in the context of a federal United Kingdom. The Party in 
England, the Scottish Liberal Democrats, the Welsh Liberal Democrats and the Northern 
Ireland Local Party determine the policy of the Party on all other issues, except that any or all 
of them may confer this power upon the Federal Party in any specified area. If approved by 
Conference, this paper will form the policy of the Welsh Liberal Democrats.  
 
Many of the policy papers published by the Welsh Liberal Democrats imply modifications to 
existing government public expenditure priorities. We recognise that it may not be possible to 
implement all these proposals immediately. We intend to publish a costings programme, 
setting out our priorities across all policy areas, closer to the next National Assembly for 
Wales election. 
 
Thanks must go to all those organisations which have contributed to the paper.   
 
Comments on the paper should be directed to: 
 

 Elizabeth Clark (Policy Researcher) - Elizabeth.Clark@welshlibdems.org.uk 
 

 
  

 

 

 

 

 

 

 

 

 

mailto:Elizabeth.Clark@welshlibdems.org.uk
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Foreword 

 

 
 
 
 
 
 
 
 
 
 
It is due to the Liberal Democrats in the UK Government that Wales will have control 
over some of its own taxes for the first time in 800 years.  
 
As a result the Welsh Government can be held to account not only for how wisely it 
decides to spend the public purse but for how revenue is generated as well.  
 
It is shocking that although Wales has 4.9% of the UK population, its income tax receipts 
are just 3.1% of the UK total.  We need a taxation policy which re-energises the economy 
so that entrepreneurs, innovation and ideas flourish.  
 
I’m proud of the Liberal Democrat record in the UK Government on achieving a fairer tax 
system by: 
 

 Delivering an £820 tax cut for low and middle income earners by ensuring tax 
payers can earn £10,600 tax free  

 Reforming stamp duty land tax to help first time buyers and make it easier for 
people to move house. As a result the stamp duty paid on the average house 
price is about £4,500 lower. 

 Encouraging green levies to safeguard our environment  
 
However, we need to urgently look to the future. I remain convinced by the maxim of that 
great Liberal, John Maynard Keynes, that, Government strategy should “combine three 
things: economic efficiency, social justice and individual liberty”.  
 
This paper considers the Welsh Liberal Democrats approach to Income Tax, Green 
Taxes, Land Transaction Tax, Council Tax and Business Rates.  In devising our 
approach we have kept in mind that power and authority should derive and flow upwards 
from the people and power must be exercised at the most appropriate local level.  
 
I believe that the people of Wales should be given more power and freedom to shape our 
wonderful country. 
 
 

 
 

 
Kirsty Williams AM  

Leader of the Welsh Liberal Democrats  

https://en.wikipedia.org/wiki/Business_rates_in_England_and_Wales
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Introduction 
 
 
This paper considers the approach of the Welsh Liberal Democrats to:    
 

 General Tax Policy principles  
 Income Tax 
 Green Taxes  
 Land Transaction Tax  
 Council Tax  
 Business Rates  

 
The Wales Act 2014, which became law in December 2014, implemented some of the 
recommendations of the November 2012 Commission on Devolution in Wales chaired by 
Paul Silk. The Wales Act devolved income tax varying powers (subject to referendum), 
stamp duty, landfill disposals tax and full business rates to enable the National Assembly to 
replace them with new taxes specific to Wales.  Further taxes can also be devolved, with the 
agreement of the UK Parliament.1 The Commission’s recommendations to devolve 
aggregates duty and Airport Passenger Duty for direct long haul flights were not 
implemented at that stage.   
 
The policy for the great majority of taxes (VAT, Corporation Tax, Inheritance Tax, beer and 
wine duty etc) will continue to be determined at a UK level.   
 
On 27 February 2015 the Prime Minister, David Cameron and the then Deputy Prime 
Minister, Nick Clegg announced `landmark’ funding measures and more powers for the 
National Assembly. The funding measures - part of the UK Government’s St David’s Day 
devolution package - involved introducing a “funding floor” to protect Welsh funding in 
relative terms and provide certainty for the Welsh Government to plan for the future and grow 
the economy. The final barrier erected by the Welsh Government to calling a referendum on 
income tax devolution was removed.2 
 
It is important now to consider how those taxes within the remit of the National Assembly can 
ensure Government accountability, fairness and economic growth in Wales.  
 

 

 

 

 

 

 

 

 

 

 

 

                                                
1
 http://services.parliament.uk/bills/2014-15/wales.html 

2
 https://www.gov.uk/government/news/landmark-funding-announcement-and-new-powers-for-wales-in-st-davids-

day-agreement 

https://en.wikipedia.org/wiki/Business_rates_in_England_and_Wales
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Summary of Proposals 
 
 
In Government the Welsh Liberal Democrats would ensure the following.   
 

 Tax powers in Wales should be based on the principles of effectiveness, 
accountability, ease of operation and fairness.   

 

 A taxation policy should shift the tax burden to aim to:     
 

o provide a stable financial base for funding excellent public services;  
o create jobs and help businesses; 
o raise standards of living and improve prospects for our families and children;  
o help people own their own home; 
o ensure environmental sustainability.  

 

 The necessary statistical data to be available on a Wales level to ensure effective 
financial and tax modelling   

 
Income Tax    
 

 Income Tax varying powers to be devolved to Wales so that the Welsh Government 
is more responsible and accountable for its actions.  

 

 The Policy Committee to be commissioned to provide costed proposals to reduce the 
basic rate of income tax from 20% to 19% to relieve the tax burden on lower earners. 

 
Green Taxes  
 

 Approval to introduce an incineration tax to further encourage recycling.  
 

 Approval to increase penalties for fly-tipping and make it easier to penalise fly-tippers 
through on the spot fines in order to clean up our streets and countryside.  
 

Land Transactions Tax  
 

 Land Transaction Tax (formerly Stamp Duty Tax) policies which will help to lower the 
cost of buying a house in Wales for the majority of people. Major progressive reforms 
have already been made to the tax by the Liberal Democrats in the UK Government.   

 
Council Tax  

 

 A Council Tax reduction of at least £100 for 10 years, when the resident’s home 
undergoes an energy saving improvement of at least two bands.  

 

 Commencement as soon as possible of provisions in The Housing (Wales) Act 2014 
that enable local authorities to levy up to 200% Council Tax on second homes where 
they judge this to be appropriate.  
 

 Councils to have greater scope to keep the revenue from their regulatory activities.   
 

 Piloting of Tax Increment Finance schemes in Wales so as to help local councils fund 
regeneration schemes.  
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 An in depth review of the Council Tax regime to make it fairer and more equitable.   
 
Business Rates  
 

 Future business rate multiplier increases to follow the Consumer Price Index (CPI) 
rather than the Retail Price Index (RPI). This should reduce increases in business 
rates.   
 

 Help for companies to expand by removing plant and machinery from the rateable 
value of commercial premises.  

 

 Local authorities to have scope to designate town centres and district centres as local 
footfall business rate zones and alter the business rates in these areas in response to 
changing trading conditions.  
 

 Business rates to be applied to out of town retail unit car parks larger than 1,000m2 
and with spaces for more than 45 vehicles. 

 

 50% relief on business rates bills for new occupants of retail premises that have been 
empty for a year or more. 
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Tax Policy Principles 
 

Profile of Welsh economy and society  
 
An effective tax system is needed to boost the economy and society of Wales. A 100 year 
wealth gap between Wales and the more prosperous regions of Britain has widened during 
the first few years of the 21st Century. On many measures Wales ranks as the poorest, or at 
best, second or third poorest performing region of the UK economically.3 
 
Wales has one of the highest percentage of people on low incomes in the UK according to 
the Department of Work and Pensions. The 2012/13 Households below Average Incomes 
(HBAI) survey shows that 24% of workers in Wales live on low incomes after housing costs. 
Someone is considered to be in absolute poverty if they receive less than 60% of the 
average income in the year in question.4 The employment rate has typically been lower in 
Wales, mainly reflecting a higher inactivity rate. The unemployment rate for Wales is around 
1 per cent higher than in Scotland and the UK as a whole.5  
 
Wales had one of the oldest populations in the UK and one of the highest percentages of the 
adult population with disabilities in 20126. Of the 14 regions in the UK, Wales has the second 
highest proportion of public sector workers with Northern Ireland the highest.7  
 
A key indicator of Wales’s economic difficulties is the low productivity levels, measured by 
Gross Value Added (GVA). 2012 Office for National Statistics (ONS) figures show that, 
England has the highest GVA per head at £21,037, followed closely by Scotland at £20,013, 
then Northern Ireland at £16,127 and finally Wales with £15,401.8  
 
Public spending per head in Wales in 2013/14 is comparatively high. The figures are:   
  

 UK - £8,936   
 England - £8,678 (3% below the UK average) 
 Scotland - £10,275 (15% above the UK average)  
 Wales - £9,924 (11% above the UK average)  
 Northern Ireland - £10,961 (23% above the UK average).9 

 

Welsh Government income  
 
The size of the Welsh block grant, about £15 billion, is determined by spending in England 
through the Barnett formula introduced in 1978. As health accounts for 40% per cent of the 
devolved budget, the current UK Conservative Government pledge not just to protect health 
spending but provide an extra £8 billion means Wales should also receive an extra £450 
million, which analysts say will more than offset cuts elsewhere. For example, the Institute of 
Welsh Affairs (IWA) calculates the block grant from Westminster “should not change in real 
terms over the coming four years”10.  However, the full implications of the UK Government’s 8 
July 2015 budget statement and their planned Spending Review due on 25 November 2015 

                                                
3
 Welsh Liberal Democrat Policy Paper on Inequality: Building a Fairer Society and Opportunity for all 2015.   

4
 www.walesonline.co.uk/news/wales-news/new-figures-show-wales-highest-7355475 

5
 http://cdn.budgetresponsibility.independent.gov.uk/Devolved-taxes-forecast-July-2015.pdf 

6
 http://www.ons.gov.uk/ons/rel/regional-trends/region-and-country-profiles/region-and-country-profiles---key-

statistics-and-profiles--october-2013/key-statistics-and-profiles---wales--october-2013.html 
7
 House of Commons Library: Public sector employment and expenditure by region. July 2014. Page 2 

8
 www.ons.gov.uk/ons/guide-method/compendiums/compendium-of-uk-statistics/economy/index.html 

9
 House of Commons Library Briefing Paper Public expenditure by country and region. 19 May 2015 Page 3.  

10
 http://www.ft.com/cms/s/0/f13f7278-0db8-11e5-9a65-00144feabdc0.html#axzz3gdY2AXvc. 8 June 2015 

http://www.ft.com/cms/s/0/f13f7278-0db8-11e5-9a65-00144feabdc0.html#axzz3gdY2AXvc
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on the 2016-17 budget for Wales still need to be assessed.11 Some analysts suggest that 
Wales is under funded through the block grant mechanism by £300 million a year.  
 
The Welsh contribution to Stamp Duty Land Tax is £148 million, Landfill Tax - £50 million, 
Income Tax - £4 billion12, Council Tax - £1.2 billion13 and Business Rates - almost £1 billion14.  
 

Welsh Revenue Authority 
 
The Welsh Liberal Democrats support the establishment of the Welsh Revenue Authority 
(WRA), as a non-Ministerial department, accountable to the Assembly. The party also 
supports the majority of the Welsh Government proposals that will enable Wales to have a 
fully-functioning, efficient and effective regime for the collection and management of Welsh 
Taxes.  It is important that administrative costs for the management of taxes within Wales is 
kept to a minimum. The WRA should be able to draw down money from the Welsh 
Consolidated Fund. The Wales Audit Office should be given the job of overseeing this 
process. The WRA needs to be scrutinised by the Assembly through the Finance 
Committee.15  
 

Approach of Scotland  
 
The appropriate devolved taxes will be administered and collected in Scotland through the 
establishment of Revenue Scotland, which would work with the Registers of Scotland and 
the Scottish Environment Protection Agency to collect the devolved taxes16. 
 

Public views on tax changes   
 
A June 2015 survey produced by Financial Services Company SunLife across the UK found 
that people from Wales backed a bigger increase in health spending, smaller tax cuts and 
lower reductions in pensioner benefits than their counterparts across England. They wanted 
a 5.3% boost in health expenditure, compared to an average of 4% across the UK. People 
from Wales also supported an 11.8% boost for education. They would more than double the 
budget for renewable energy technologies and green subsidies from £11bn to £26.9bn 
(144.8%) and also hike up transport spending by 61.8%.  
 
Welsh respondents would also boost spending on defence (12.3%) and law and order 
(47.3%). Despite making these spending increases, the respondents wanted to more than 
double expected tax cuts from £7bn to £15.6bn. They would cut welfare spending by £23.6bn 
- nearly twice the £12bn anticipated. Across the UK, people were prepared to make even 
deeper cuts, driving down spending from £110bn to just £82.73bn. Welsh participants were 
further ready to cut spending on pensions, concessionary travel, the Winter Fuel Allowance 
and social care by 31%. More than 10,000 people from across the UK took part, although 
just 437 were Welsh.17 
 

Liberal Democrat approach to the devolution of tax powers  
 
The Welsh Liberal Democrats have always supported more devolution to Wales - without 
Liberal Democrats in Government the Silk Commission would never have been established. 

                                                
11

 Joint Statement from the Finance Ministers of the Devolved Administrations. August 2015  
12

 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/359890/disag-method.pdf 
13

 http://gov.wales/statistics-and-research/council-tax-collection-rates/?lang=en 
14

 FSB Wales Round Table Report on Non Domestic Rates in Wales. Page 3  
15

 Welsh Liberal Democrat response to Welsh Government White Paper Consultation on Collection and 
Management of Devolved Taxes in Wales.  
16

 http://www.gov.scot/Topics/Government/Finance/scottishapproach 
17

 http://www.walesonline.co.uk/news/wales-news/people-wales-george-osbornes-job-9554887 

http://www.gov.scot/Topics/Government/Finance/scottishapproach/revenuescotland
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The 2015 Welsh Liberal Democrat General Election Manifesto said, “We endorse the recent 
St David’s Day announcement and will implement it in full… The Liberal Democrats will go 
further and deliver proper Home Rule for Wales and a Welsh Parliament by:  
 

 implementing the remaining Silk 1 proposals on financial powers for Wales. We will 
consider the work of the Government’s review on devolution of Air Passenger Duty 
(APD), with a view to devolving long haul APD  

 

 seeking “to increase the borrowing powers for Wales to be proportional with Scotland 
by increasing the borrowing limit from £500 million to around £1 billion”.18   

 

Welsh Liberal Democrat vision for Wales  
 
In July 2015, the Leader of the Welsh Liberal Democrats, Kirsty Williams, outlined her vision 
for Wales. She agreed with the Liberal economist, John Maynard Keynes, that “the political 
problem of mankind was to combine three things: economic efficiency, social justice and 
individual liberty”. She criticised the Tories for heading “further to the right, with savage cuts 
to education” and possibly charging for healthcare and Labour for being “out of ideas and out 
of steam”. Her vision was:  
 

 for pro-enterprise to strengthen our economy, creates wealth and solutions for small 
business 

 to help people own their home 
 to help people get on in life and meet their full potential 
 for fresh ideas to improve public services    
 for the Human Rights Act and green agenda 
 to speak for all of Wales, not matter “who you are or where you live”.19   

 
The Liberal Democrats believe there needs to be a balanced, export-led economic strategy 
by improving Wales’ skills and innovation, access to finance and capital, access to markets 
and growth across Wales to deliver long-term sustainable growth and increased 
productivity”.20   
 

Introduction of further taxes  
 
The Wales Act 2014, Section 116C allows for new devolved taxes to be created subject to 
the approval of ‘each House of Parliament and the Assembly’.  In effect, the UK Government 
must therefore approve the creation of any new taxes in Wales. 
  
The Wales Bill Command Paper (p22) sets out a clear list of the criteria against which any 
proposals for new taxes from the Welsh Government would be assessed by the UK 
Government.  The criteria would include the extent to which the new tax: 
 

 affects UK macro-economic or fiscal policy and/or the single market; 

 may be non-compliant with European Union (EU) legislation; 

 increases tax avoidance risks; or 

 creates additional compliance burdens for businesses and/or individuals; 

 is aligned with devolved responsibilities. 
 
Consistent with the process set out alongside the Scotland Bill, any proposal from the Welsh 
Government for a new tax would need to include full details on the following: 

                                                
18

 Liberal Democrat Welsh General Election Manifesto. Pages 125-126 
19

 Speech - Resetting the Dial - Kirsty Williams sets out roadmap for 2016. July 2015  
20

 Welsh Liberal Democrat Policy Paper: Building a Stronger Economy. 2014. Page 3 

http://www.legislation.gov.uk/ukpga/2014/29/part/2/enacted
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/294470/Wales_Bill_Command_Paper_-_English.pdf
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 the tax base (i.e. taxable activity); 

 estimated revenue and economic impact; 

 estimated impact on UK revenue or interaction with UK-wide taxes; 

 expected impacts on business and individuals (including a distributional impact); 

 assessment against all relevant legislation and directives, including the Human Rights 
Act, EU State Aid rules, Equality Act etc; and 

 collection and compliance plans.21 
 
The Labour Welsh Government is not currently proposing any new devolved taxes as they 
are focussed on implementing the taxes devolved under the Wales Act 2014.  
 

Analysis  
 
Detailed tax principles were outlined in the Welsh Liberal Democrats submission to Part One 
of the Commission on Devolution in Wales. These principles need to be refreshed to reflect 
the vision outlined by Kirsty Williams in July 2015 and the challenges faced by Wales today.   
 
It is of great concern that some of the key data necessary to undertake financial modelling to 
assess potential changes to the newly devolved taxes on a Wales wide basis is unavailable. 
This has been shown by the lack of availability of data on annual property transactions 
according to sale value.   This needs to be urgently addressed.  
 

Proposals  
 
In Government, with regard to tax principles, the Welsh Liberal Democrats would 
ensure:  
 

 Tax powers in Wales should be based on the principles of effectiveness, 
accountability, ease of operation and fairness.   

 

 A taxation policy should shift the tax burden to aim to:     
 

o provide a stable financial base for funding excellent public services;  
o create jobs and help businesses; 
o raise standards of living and improve prospects for our families and 

children;  
o help people own their own home; 
o ensure environmental sustainability.  

 

 The necessary statistical data to be available on a Wales level to ensure 
effective financial and tax modelling.   

 

 
 
 
 
 
 
 
 

                                                
21

 https://assemblyinbrief.wordpress.com/2015/08/28/can-new-taxes-be-introduced-in-wales/ 
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Income Tax 
 

Background  
 
The Wales Act 2014 gave the National Assembly for Wales the power to set, by resolution 
[referendum], a Welsh basic, higher and additional rate of income tax, for Welsh taxpayers.22 
It is possible to vary between 1-3p either side. A potential lockstep on the different tax rates 
was not implemented in Wales. There is no scope to change the income tax payment 
thresholds. It is currently unclear if and when a referendum would be held.  
 
The income tax levied by the UK Government would be reduced by 10p in the pound for 
those individuals defined as Welsh taxpayers. The Welsh Assembly would then levy 
separate Welsh rates for each band of income tax. The new Welsh income tax rates would 
need to be set every year by the Welsh Assembly. The block grant from the UK Government 
to Wales would then be reduced to reflect the fiscal impact of the devolution of these tax-
raising powers.23 Income tax is levied on a residence basis and not where an individual 
works. Income tax is the largest single source of tax revenue in Wales and the UK24.  
 

Income Tax Rates  
 
The amount of income tax paid depends on the amount of income above the personal 
allowance levels. The rates for the financial year of 6 April 2015 to 5 April 201625 are:  
 

Tax rate Taxable income above Personal Allowance level 

Basic rate  
20% 

£0 to £31,785  
People with the standard Personal Allowance start paying this rate 
on income over £10,600 

Higher rate  
40% 

£31,786 to £150,000  
People with the standard Personal Allowance start paying this rate 
on income over £42,385 

Additional rate 
45% 

Over £150,000 

 
Past income from income tax  
 
The HMRC Autumn 2013 figures found that while Wales has 4.9% of the UK population, its 

income tax receipts amounted to just 3.1% of the UK total.26  

 
The main factor behind the drops in Scottish and Welsh shares of income tax since 2009-10 
is likely to be the asymmetric effect from policy measures. In recent years, revenue-raising 
policies have generally affected the top end of the income distribution. These include the 
additional rate of income tax for incomes over £150,000, the withdrawal of personal 
allowances over £100,000, freezes in the basic rate limit and higher rate thresholds and anti-
avoidance measures. In contrast, tax cuts such as raising the personal allowance to £11,000 
by 2016-17 have had more of an effect at the lower end of the income distribution.27 

 
 
 

                                                
22

 http://www.legislation.gov.uk/ukpga/2014/29/notes/contents 
23

 http://cdn.budgetresponsibility.independent.gov.uk/Devolved-taxes-forecast_180315.pdf 
24

 HMRC Income Tax Receipts Statistics. 25 July 2014   
25

 https://www.gov.uk/income-tax-rates 
26

 http://www.walesonline.co.uk/news/wales-news/wales-economy-desperate-need-growth-6141681 
27

 Office for Budget Responsibility: Economic and Fiscal Outlook Devolved taxes Forecast July 2015. Page 8 
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Income and tax for Wales, 2012-13  
 
Numbers: thousands; Amounts: £ million 

         

                   

 
                    

                                      

Range of             
total 
income                  
(lower 
limit) 

  Self employment 
income 

  Employment 
income 

  
Pension income 

  
Property, 
interest, dividend 
and other income 

  
Total income 

  
Total tax 

            

                                    

                                    

  No. of 
people  

Amount 
  No. of 

people 
Amount 

  No. of 
people 

Amount 
  No. of 

people 
Amount 

  No. of 
people 

Amount 
  No. of 

people 
Amount 

 £              

 Total                                      

8,105 
(a)

 18 126   68 563   17 105   49 31   91 825   91 16 

10,000   39 311   212 2,360   142 1,500   302 132   343 4,310   343 235 

15,000   25 272   208 3,290   100 1,360   264 132   291 5,050   291 477 

20,000   31 426   267 5,870   106 1,760   315 309   344 8,360   344 1,020 

30,000   22 403   217 7,330   48 921   231 637   247 9,290   247 1,360 

50,000   6 164   40 2,010   10 243   40 236   46 2,650   46 527 

70,000   3 152   14 977   4 104   14 169   17 1,400   17 348 

100,000   3 215   7 649   1 52   6 141   9 1,060   9 314 

150,000 
 

1 110   2 216   - 27   2 60   2 413   2 132 

 200,000   1 120   1    273    -  19    1  98    2  509    2  199  

 All Ranges  149 2,300   1,040 23,500   429 6,090   1,220 1,940   1,390 33,900   1,390 4,630 

 

 
This graph shows the figures in diagram format.  

 

 
 
For 2014/15 1,190,000 people paid 20% income tax, 135,000 paid 40% income tax, 4,000 
paid 45% income tax.28  
 
 
 

                                                
28

 https://www.gov.uk/government/statistics/number-of-individual-income-taxpayers-by-marginal-rate-gender-and-
age-by-country 
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Total Income Tax (Net of Negative Tax Credits) in £million between 1999-00 to 2013-14 is:  
 

 
29 
 

Forecast income from income tax  
 
The July 2015 Office for Budget Responsibility (OBR) Welsh income tax forecasts are:    

 
 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 

Welsh Income tax liabilities 
(pre-measures)  

1924 1994 2128 2257 2381 2533 

New measures   2 -21 -29 -24 -18 

Welsh income tax liabilities 
(post-measures) 

1924 1996 2107 2228 2357 2515 

30             
Liberal Democrat approach to income tax  
 
One of the main achievements of the Liberal Democrats as part of the coalition government 
was to raise the lower income tax threshold from £6,475 in 2010/11 to £10,600 for 2015/16. 
This resulted in an annual income tax reduction of about £800 for most tax payers. 31  The 
2015 Welsh Liberal Democrat Manifesto committed to,  
 

 “Raise the tax-free Personal Allowance to at least £12,500 by the end of the next 
Parliament, putting around £400 back in the pockets of millions of working people 
and pensioners. We will bring forward the planned increase to an £11,000 
allowance to April 2016” and “consider, as a next step, and once the Personal 
Allowance rise is delivered, raising the employee National Insurance threshold to 
the Income Tax threshold, as resources allow, while protecting low earners’ ability 
to accrue pension and benefit entitlements”.32 

 

                                                
29

 A disaggregation of HMRC tax receipts between England, Wales, Scotland and Northern Ireland. Page 11 
30

 Office for Budget Responsibility: Economic and Fiscal Outlook Devolved taxes Forecast July 2015. Page 11 
31

 http://www.ukbudget.com/files/tax-rates-2010-11.pdf 
32

 Welsh Liberal Democrat 2015 General Election Manifesto. Page 39.  
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Approach of Scotland   
 
The Scotland Act 2012 also introduced the Scottish Rate of Income Tax (SRIT) which will 
take effect from 1 April 2016. This is part of the existing UK income tax model and is not a 
devolved tax. Scottish Ministers will be able to vary the rate of the Scottish Rate of Income 
Tax. However, it will continue to be collected by HMRC.33 
 
Holyrood has not used its tax varying powers to date. However, in June 2015 the Deputy 
First Minister of Scotland, John Swinney said he was “considering” increasing income tax in 
Scotland in 2016 to fill the gap in public spending created by cuts by the Tory UK 
government. The move has echoes of the SNP’s “penny for Scotland” in the first Holyrood 
election in 1999, where they lost heavily to Labour after proposing to raise income tax. He 
may be prepared to use powers handed to Holyrood from the 2012 Scotland Bill to set a 
Scottish income tax rate above that of the rest of the UK. An increase of 1p in income tax, 
would, according to the Scotland Office, raise £330 million for the Scottish Government.34  
 
The Scottish Parliament could choose to maintain a 10% income tax rate, restoring the 
overall tax rate to the same level as the rest of the UK, or elect to have a higher or lower rate. 
For any change in the Scottish rate, the three rates payable by Scottish taxpayers would 
move in tandem - or ‘lockstep’.35 
 

Assessment of income tax referendum outcome  
 
In March 2015 a survey by the University of Edinburgh found that nearly two-thirds of people 
in Wales believe there should be a referendum on income tax powers for the National 
Assembly. 64% of respondents said they wanted a referendum, but people were more evenly 
split on how they would vote in it, with 56% saying they would vote in favour of the powers.36  
 
However, a survey of 1,151 people conducted by YouGov/ITV Wales/Cardiff University on 
24-26 June 2015 found that the opponents of devolving income tax powers to the Welsh 
Government would have a clear lead in any referendum. 34% are in favour but 42% against, 
with the rest undecided or unwilling to vote. That 8% lead is down on the 12% lead for a "no" 
vote in May 2015 and suggests it would be a tough battle to win.  
 

Analysis 
 
Introducing income tax varying powers to Wales would make the Welsh Government more 
accountable for its policy and spending decisions.     
 
The Liberal Democrats have long believed that low and middle income earners should have 
more control over their money through benefitting from tax cuts. The party has shown that it 
can deliver more money for taxpayers in their pockets through raising the basic income tax 
threshold. Reducing the basic income rate from 20p to 19p would provide further tax cuts for 
lower earners.    
 

 
 
 
 

                                                
33
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Proposals  
 
In Government, with regard to income tax, the Welsh Liberal Democrats would ensure:   
 

 Income Tax varying powers to be devolved to Wales so that the Welsh 
Government is more responsible and accountable for its actions.  

 

 The Policy Committee to be commissioned to provide costed proposals to 
reduce the basic rate of income tax from 20% to 19% to relieve the tax burden 
on lower earners. 
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Green Taxes  
 

Background  
 
In February 2015 the Welsh Government launched a consultation into the use of a Landfill 
Disposals Tax. The outcomes were anticipated in September 2015.   
 
The UK Government’s Landfill Tax will cease to apply in Wales from April 2018 and will in 
effect be `turned off’.37 It will then be up to the National Assembly for Wales to levy the Tax. 
In 2013-14 the tax provided a revenue of around £50 million in Wales, compared to £1.2 
billion in the UK.38  
 
Landfill tax was introduced in 1996 to encourage councils and the private sector to reduce 
the amount of waste they sent to landfill in order to meet European environmental targets. 
The tax has contributed to a significant reduction in the proportion of waste sent to landfill 
and an increase in recycling. In Wales the total tonnage of waste landfilled fell by 52% 
between 2001 and 2013. There are currently 28 landfill sites and 23 landfill site operators in 
Wales. Landfill Tax is currently administered by HMRC and collected from the landfill site 
operators.  The Landfill Communities Fund (LCF) is a tax credit scheme that enables landfill 
site operators to contribute a proportion of their tax liability to eligible projects. 39 

40 
 

                                                
37

 Welsh Government Media Release: Landmark law paves the way for tax devolution. July 2014   
38

 A disaggregation of HMRC tax receipts between England, Wales, Scotland and Northern Ireland. Page 51 
39

 http://gov.wales/newsroom/finance1/2015/9824110/?lang=en 
40

 Welsh Government Consultation Document Landfill Disposals Tax 2014. Page 16. 
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England and Wales current Landfill Tax rates  
 
Landfill tax is charged by weight and there are two rates. Inert or inactive waste (for example 
rocks or soil is subject to the lower rate.41 The rates have just been increased.  

 

  Rate from 1 April 2014 Rate from 1 April 2015 Rate from 1 April 2016 

Standard rate £80/tonne £82.60/tonne £84.40/tonne 

Lower rate £2.50/tonne £2.60/tonne £2.65/tonne 

42  
Income from Landfill Tax 
 

 
43 
Landfill Tax Forecasts 
 
The July 2015 Office for Budget Responsibility (OBR) Welsh forecast for landfill tax income 
is:    
 

 2014-15  2015-16 2016-17 2017-18 2018-19 2019-20 

UK Forecast (£M) 1122    1059 990 974 1008 1084 

Welsh Forecast (£M) 50 47 44 43 45 48 
44

 

However, the Welsh figures need to be treated with care as this “forecast does not make 
allowance for the Welsh government’s aspiration to reduce landfill tonnage at a greater rate 
than in England. If this can be converted to a firm policy target with relevant supporting 
analysis we can then consider it for the forecast. For now it is noted as a fiscal risk.”45  
 

                                                
41

 https://www.gov.uk/green-taxes-and-reliefs/landfill-tax 
42

 https://www.gov.uk/government/publications/rates-and-allowances-landfill-tax/landfill-tax-rates-from-1-april-
2013 
43

 A disaggregation of HMRC tax receipts between England, Wales, Scotland and Northern Ireland. Page 51 
44

 Office for Budget Responsibility: Economic and Fiscal Outlook - Devolved Taxes Forecast. July 2015 Pgs 28-29  
45

 Office for Budget Responsibility: Economic and Fiscal Outlook - Devolved Taxes Forecast. July 2015 Page 28 
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For example, a large incinerator in Cardiff is handling much of the residual waste from five 
local authorities in South East Wales. A similar facility is planned which would handle 
residual waste from five local authorities in North Wales. These developments, along with 
other investments in waste management, and the continued success of Welsh local 
authorities and households in meeting recycling targets, could see a significant fall in Welsh 
revenues over the forecast period. The number of operational landfill sites in Wales is falling 
and could quite possibly be less than 10 by 2020 (down from 28 in 2015). These 
developments could see a decoupling of the trends in revenues at the UK and Welsh 
levels.46 
 

Scope to introduce an Incineration Tax in Wales   
 
There is scope to introduce an incineration tax in Wales. The necessary research and 
analysis would be required to support such a Welsh Government proposal for a new 
devolved tax.  The UK Government would need to be persuaded to support the proposal.47   

 
There are incineration sites in Wales at:  

 
Facility Name 
 

Facility type 
 

Energy 
recovered 

Wrexham Clinical Waste Incinerator Clinical waste incinerator NO 

Crymlyn Burrows, Materials Recycling 

and Energy, Swansea?   

Municipal waste incinerator 

 NO 

Shotton Paper Mill, Flintshire  
 

Co-incinerator-Paper mill using waste to 
power boilers YES 

Cardiff Energy Recovery Facility  Municipal waste incinerator YES 

Tythegston Gasification Plant, Porthcawl  
 

Gasification plant. Pre Construction, 
unlikely to be built 

If 
constructed 

Rhymney Organic Regeneration Facility  Small scale gasification plant.  YES 

Western Wood Energy Plant, Port 
Talbot 

Biomass energy generation, accepting 
waste wood YES 

Padeswood cement kiln, Mold 
Co-incinerator*. Cement kiln using waste to 
power kiln YES 

Aberthaw Cement kiln, Barry  
Co-incinerator*. Cement kiln using waste to 
power kiln YES 

 
*Co-incinerator is the term for a facility which burns waste to provide energy, which is used in the 
installations primary activity, eg. Making cement 

 
There are incineration sites in England near the Welsh border at Avonmouth, Cheshire, 
Devon, Gloucestershire, Lancashire, Merseyside and Shropshire48.  
 

Liberal Democrat approach 
 
The Welsh Liberal Democrat 2015 General Election Manifesto included the Green Britain 
Guarantee for Five Green Laws. This included:  
 

                                                
46

 Welsh Government Consultation Document Landfill Disposals Tax 2014. Page 11.  
47

 https://assemblyinbrief.wordpress.com/2015/08/28/can-new-taxes-be-introduced-in-wales/ 
48
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 increased penalties for waste crimes, aiming to move from an average fine of 
£50,000 to £75,000 and to an average sentence of 12 to 18 months   

 use of regulation both nationally and in the European Union to promote sustainable 
design where repairability, reuse and recyclability are prioritised, and to reduce 
packaging waste.49  

 
The Federal Liberal Democrat 2015 General Election Manifesto also committed to “Establish 
a coherent tax and regulatory framework for landfill, incineration and waste collection to drive 
continuous increases in reuse and recycling rates and ensure only non-recyclable waste is 
incinerated, including reinstating the Landfill Tax escalator and extending it to the lower rate 
and consulting on the introduction of an Incineration Tax.”50  
 
The Welsh Liberal Democrat May 2015 response to the Welsh Government landfill tax 
consultation included the following points with regard to fly-tipping:  
 

A potential impact of the landfill tax has been an increase in fly-tipping. The number 
of fly-tipping incidents has consistently fallen since a peak in 2007/08. However, we 
believe the 32,934 fly-tipping incidents reported by Welsh local authorities during 
2013-14 is still too high. The proportion of fly-tipping incidents involving household 
waste decreased only slightly to 70% in 2013-14, from 71% in 2012-13. 
 
Despite estimated fly-tipping clearance costs falling from a peak of £3 million in 2007-
08, the £1.9 million cost in 2013-14 is still excessive. During 2013-14, 24,701 
enforcement actions were taken in Wales; an increase on the 22,938 taken in 2012-
13. Where local authorities carried out prosecutions, 75% resulted in a fine51. 
 
Action is needed to boost the number of organisations prosecuted for illegal dumping. 
Under the proposal, organisations caught fly-tipping on an industrial scale to 
deliberately evade tax could face up to £9m in fines. Currently only a small number of 
prosecutions are successful across the UK, ranging between 171-197 a year. This is 
despite the large-scale dumping operations conducted by some companies.  
 
There should also be a higher, more consistent level of fines for fly-tippers who 
damage Britain's environment.  As well as causing severe damage to Britain's 
environment and wildlife, illegal waste sites, fly-tipping and landfill tax evasion costs 
the UK taxpayer on average £500m a year in lost revenue. There should be 
increased penalties for waste crimes, aiming to move from an average fine of 
£50,000 to £75,000 and to an average sentence of 12 to 18 months.  
 
It needs to be made simpler who accepts responsibility for prosecution.  The 
boundary between Natural Resources Wales and local authorities can make 
prosecuting a guilty party more difficult because there can be confusion about who is 
responsible and who has the resources to prosecute.  

 
The Welsh Liberal Democrat May 2015 response to the landfill tax consultation included the 
following points with regard to the landfill communities fund:   
 

The Landfill Communities Fund is a crucial benefit from this tax and we believe it 
must have a continuing role and be refocused to environmental aims. For example 
the percentage of Landfill tax for funding wildlife projects should be increased - 
possibly to 10%. There is an increasing population of obese children and people with 

                                                
49

 Welsh Liberal Democrat General Election Manifesto 2015. Pages 76 and 82 
50

 Federal Liberal Democrat General Election Manifesto 2015. Page 83  
51
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ailments that could be prevented such as heart disease, diabetes and 
stroke.  Connecting with nature…helps create a healthier, happier community. 
 
The design of the landfill disposals tax needs to keep in mind that many Welsh 
communities are suffering because of landfill sites including those near the border, 
where there’s been a tradition of the clay industry. There would be concern in those 
communities if they don’t see any benefit in terms of the tax being spent locally.  

 

Approach of Scotland 
 
The Scotland Act 2012 gave Scottish Ministers the powers to replace Landfill Taxes from 1 
April 2015. From April 2015 the standard rate in Scotland has been £82.60 per tonne. The 
lower rate, for materials listed in the Scottish Landfill Tax (Qualifying Material) Order 2014 is 
£2.60 per tonne. The credit rate for landfill operators contributing towards the Scottish 
Landfill Communities Fund is 10% higher than the UK rate.  
 
The taxes are administered and collected in Scotland through the establishment of Revenue 
Scotland, which works with Registers of Scotland and the Scottish Environment Protection 
Agency to collect the devolved taxes. There will be some changes regarding how the tax is 
administered, including the scope of the tax (to extend the definition of landfill sites to illegal 
deposits of waste).52  
 
The Scottish Parliament confirmed rates and a water discount would remain in line with the 
rest of the UK at least until April 2016.53 
 

Views of external organisations  
 
The recent changes in the criteria for the higher rate landfill tax have proved controversial. 
One waste management business has criticised the UK Government landfill tax change 
proposals, claiming they would lead to a loss of jobs and derailing recycling efforts. The 
managing director of skip hire and recycling business, GD Environmental Services, said that 
proposed government legislation would see landfill tax increase by 2,460% on fines - a 
material formed through the recycling of soil and stone waste. The proposed government 
changes state that fines from trommels and screens, which have in the past been charged 
the lower landfill tax rate of £2.50 for inert material, will now be charged the full rate. The new 
legislation will also see a similar tax increase on recycled soil material used to cover waste in 
landfill cells before they are capped.54 
 
The Welsh Local Government Association (WLGA) response to the Welsh Government 
February 2015 Landfill Disposals Tax consultation was “There is merit in retaining 
consistency with rates in England. Making changes to the list of qualifying material for the 
lower tax rate would introduce unnecessary uncertainty at a time of change and could lead to 
unintended consequences in terms of `waste tourism’.55 Keep Wales Tidy and the RSPB feel 
that projects paid for by the Landfill Communities Fund should be sustained.”  
 
Landfill Tax increases over recent years have been unpopular with the Local Government 
Association (LGA). In March 2013 the LGA rejected the “inflation-busting 11 per cent 
automatic increase set by Government”. They said it was “being imposed despite the amount 
of household waste being sent to landfill by councils continuing to fall for the tenth year in a 
row and the country on course to meet its European environmental targets.”  They said, 
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“Since 2008, the rate rises introduced by both the previous Government and the Coalition will 
have increased the cost per tonne from £24 to a staggering £80, increasing the amount 
councils have to pay out by a quarter of a billion in just five years.”56 
 

Analysis   
 
Wales needs to move to a ‘circular’ economy, where waste is minimised, resources are re-
used through repair, remanufacturing and recycling, energy is captured from waste that 
cannot be re-used and landfill is kept to the absolute minimum.  
 
The objective of the landfill disposals tax to reduce the amount of waste going to landfill is 
obviously agreed. However, once landfill tax is transferred to the Welsh Government, the 
negotiated sum, which Wales will have had taken off the block grant from Westminster could 
leave a budget deficit. It needs to be ensured that Wales does not have a funding shortfall 
due to the amount of waste going to landfill being reduced.  
 
Due to the long England/Wales border and the proximity of landfill sites, landfill tax changes 
could have a big impact on waste tourism. If waste produced by a Welsh local authority is 
taken to an English site operator for disposal the tax would be based on the English regime.  
If Wales reduced the landfill disposal tax there could be increased landfill coming to Wales. 
Alternatively, if the Welsh landfill tax increased there could be more fly-tipping in Wales. 
 
If the process of approval was completed, an incineration tax would encourage more 
recycling and generate tax revenue.    
 

Proposals  
 
In Government, with regard to green taxes, the Welsh Liberal Democrats would 
ensure:    
 

 Approval to introduce an incineration tax to further encourage recycling  
 

 Approval to increase penalties for fly-tipping and make it easier to penalise fly-
tippers through on the spot fines in order to clean up our streets and 
countryside    
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Land Transaction Tax 
 

Background  
 
In February 2015 the Welsh Government launched a consultation on the use of a Land 
Transaction Tax which will replace Stamp Duty Land Tax (SDLT) in April 2018 in Wales.57  
There will be flexibility to change threshold bands and rates. The outcomes of the 
consultation were anticipated in September 2015.   
 
SDLT is one of the few UK-wide taxes where data on Welsh revenues are published by Her 
Majesty’s Revenue and Customs (HMRC). In 2013-14 SDLT revenues in Wales were £148 
million (around 1.6% of UK total). The tax is relatively volatile as revenues are dependent on 
the wider trends in the land and housing markets. The SDLT tax base in Wales has been 
less buoyant than for the United Kingdom as a whole as a result of slower growth in Welsh 
property and land prices and a lower average number of transactions.58 
 
The average house price in Wales of £169,000, according to the June 2015 Office for 
National Statistics House Price Index, is much lower than the UK average of £277,000.59   
 

Stamp Duty Land Tax Rates  
 
The stamp duty land tax rates from 21st March 2012 to December 2014 were:  
 

 Up to £125,000 - 0% 

 Over £125,000 and under £250,000 - 1% 

 Over £250,000 and under £500,000 - 3% 

 Over £500,000 and under £1,000,000 - 4% 

 Over £1,000,000 and under £2,000,000 - 5% 

 Over £2,000,000 - 7%60 
 
Major changes were made by the UK coalition government from December 2014 to stamp 
duty tax to make it a more `efficient and fairer system’.  These were:  
 
Residential Property price or lease premium or transfer value 
 

SDLT rate 

Up to £125,000 0% 
The next £125,000 (the portion from £125,001 to £250,000) 2% 
The next £675,000 (the portion from £250,001 to £925,000) 5% 
The next £575,000 (the portion from £925,001 to £1.5 million) 10% 
The remaining amount (the portion above £1.5 million) 12% 
 
As a result, the structure, rates and thresholds were changed so that the former `slab’ 
system was replaced by a new marginal rate system. Under the slab system, the relevant tax 
rate applied to the entire transaction. This meant that SDLT liabilities would dramatically 
increase once the price moved into the next tax band. For example, a house priced at 
£250,000 under the former system would attract an SDLT of £2,500, but one of £250,001 
would be liable to SDLT of £7,500. With the new marginal rate system, the tax increases in a 
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smoother fashion, as each new SDLT rate is now only payable on the portion of the 
consideration given which falls within each band.61 

 
The current SDLT threshold is £125,000 for residential properties and £150,000 for non-
residential land and properties. The tax is paid for a freehold property; a new or existing 
leasehold, a property through a shared ownership scheme and transferred land or property in 
exchange for payment, eg if a mortgage is taken on.  

62 
The impact of the December 2014 stamp duty changes are:  

 
 

63 
 

Past Income from Stamp Duty Land Tax  
 
In 2013-14 there were 52,000 residential and non-residential SDLT transactions in Wales. Of 
these 47,000 were residential (91%) and 5,000 were non-residential (9%). The residential 
transactions contributed £90 million of Welsh SDLT revenues in 2013-14, 62 per cent of the 
total.64 This means that non-residential sales accounted for £58 million in 2013-14.  
 
Wales has relatively few high price residential property transactions compared to the UK and 
Scotland. For example, in 2012/13, Wales had 385 (1.0 per cent of its total) of its SDLT 
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residential transactions priced £500,000 or more, Scotland had 1,275 (1.7 per cent) and the 
UK had 53,170 (5.7 per cent).65  

 
The income from Stamp Duty Land Tax between 1999-00 to 2013-14 was: 
 

 
66 

Forecasts of Stamp Duty Land Tax income  
 
In December 2014, for the first time, the Office for Budget Responsibility (OBR) published 
forecasts of Welsh tax revenues for Land Transactions Tax. In the absence of knowing the 
replacement SDLT policy in Wales from 2018, the OBR has based its forecast for Wales on 
the existing structure, rates and bands. Despite the OBR forecasting increases in both 
transactions and property prices, the forecasted revenue increases are relatively small 
because the recent UK Government reform of SDLT reduces revenues - particularly at lower 
levels.  In future years, according to the OBR, revenues are forecast to grow more as the 
number of property transactions and prices continue to grow. Here are the latest forecasts:  

 
 2015-16 

Forecast 
2016-17 
Forecast 

2017-18 
Forecast 

2018-19 
Forecast 

2019-20 
Forecast 

2020-21 
Forecast  

Residential SDLT (£m) 101 116 136 162 188 215 

Non-residential SDLT (£m) 78 81 84 86 89 92 

Total SDLT (£m) 179 197 220 248 277 307 
67

 
 

Liberal Democrat Approach to Stamp Duty  
 
When the stamp duty tax reforms were announced in December 2014 the Liberal Democrats 
highlighted it had been long standing party policy to help first time buyers and make it easier 
for people to move house when they want to. First time buyers would have the same or less 
stamp duty to pay and therefore a lower up front cost. The changes would also help 
aspirational homeowners who wanted to move up the property ladder. The new system of 
stamp duty land tax means that the stamp duty paid on the average house price would be 
about £4,500 lower. The reforms meant those purchasing properties below £935,000 would 
pay less stamp duty and those who purchase the highest value homes would pay more. 68  
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Approach of Scotland 
 
Land and Buildings Transaction Tax (LBTT) is the first tax to be introduced by the Scottish 
Parliament in 300 years, along with a landfill tax.69 The Scotland Act 2012 gave Scotland 
powers to replace the UK Stamp Duty Land Tax from 1 April 2015.  The 2015-16 Land and 
Buildings Transaction Tax rates and bands for residential property transactions are:  
 

Band Rate 

Up to £145,000 - 

£145,001 to £250,000 2.0% 

£250,001 to £325,000 5.0% 

£325,001 to £750,000 10.0% 

£750,001 and over 12.0% 

70 
Scotland has raised the lower threshold and reduced the higher threshold. The Scottish 
Government said that nine out of 10 taxpayers would be better or no worse off under the new 
system. The Scottish National Party (SNP) Finance Secretary, John Swinney, has said the 
new tax rates would mean 50% of all household transactions paying no tax and more than 
40,000 buyers paying less on the purchase of a new home.71  
 
Following the announcement of the new land transaction tax rates, house prices in Scotland 
fell 1.6% in April 2015 - the largest monthly fall since 2009. The figures showed that buyers 
rushed through 83 sales in the £1 million plus sector in March 2015, compared to an average 
of 12 in a typical month, to beat higher tax rates. Some 46 were sold in just three days, but 
no million pound homes were sold in April.  The Your Move/Acadata monthly index report 
issued in June 2015 suggested the change could be due to the introduction of the new Land 
and Buildings Transaction Tax (LBTT) which meant higher sale price brackets pushed 
through to avoid paying higher levels of property tax. The Your Move managing director in 
Scotland said, ‘With double digit growth still pervading, the housing recovery doesn’t appear 
too shaken, and this short-term hiccup has been concentrated in higher priced areas.72 
 
Scottish house price annual inflation was -0.6% compared to 6.1% in England, 0.8% in 
Wales and 9.0% in Northern Ireland following the new revised thresholds in Scotland.73  
 

Views of general commentators 
 
The National Association of Estate Agents Managing Director, Mark Hayward, said in May 
2015 that his members were worried that purchases at the middle-to-upper end of the market 
could face higher levies when Wales assumed control of property taxes. “If a heavy tax [on 
expensive properties] is introduced in Wales, many people living close to the English border 
could well relocate… “The Welsh government is very keen to set the level [of stamp duty] at 
a point where as few people pay it as possible,”74 
 
 

                                                
69

 http://www.bbc.co.uk/news/uk-scotland-scotland-business-32129904 
70

 http://www.gov.scot/Topics/Government/Finance/scottishapproach/lbtt 
71

 http://www.bbc.co.uk/news/uk-scotland-scotland-business-32129904 
72

 http://www.propertywire.com/news/europe/scotland-house-price-index-2015061710640.html 
73

 Office for National Statistics House Price Bulletin for June 2015 issued on 18 August 2015  
74

 Financial Times: Devolved Welsh stamp duty could hit prime homes. May 2015 

http://www.gov.scot/Topics/Government/Finance/scottishapproach/lbtt
http://www.gov.scot/Topics/Government/Finance/scottishapproach/landfilltax
http://www.legislation.gov.uk/ukpga/2012/11/contents/enacted


27 

 

Analysis   
 
Interest rates have been at a rock bottom 0.5% for six years as the UK economy recovers 
from the financial crisis.  However, in mid July 2015, the Governor of the Bank of England, 
Mark Carney, indicated that UK interest rates could rise "at the turn of this year". He 
expected rates to rise over the next three years, reaching "about half as high as historical 
averages", or about 2%.75 This could have an impact on future property transactions 
numbers.  
 
Imminent and recent Welsh Local Development Plan (LDP) approvals could lead to a greater 
increase in house sales.  
 
Thanks to the Liberal Democrats in Government major progressive reforms have already 
been made to the former stamp duty tax. It is important to assess the impact of those 
changes while considering the scope to further change the bands and rates of the tax.   
 
It is very difficult to do the necessary detailed financial modelling because the relevant data 
on annual property transactions according to sale value is not available on a Wales only 
basis. This analysis needs to be easily available as soon as possible.  
 

Proposals 
 
In Government, with regard to land transaction tax, the Welsh Liberal Democrats 
would ensure:  
 

 Land Transaction Tax (formerly Stamp Duty Tax) policies which will help to 
lower the cost of buying a house in Wales for the majority of people. Major 
progressive reforms have already been made to the tax by the Liberal 
Democrats in the UK Government.   
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Council Tax 
 

Background  
 
Local authorities receive the majority of their funding through a block grant allocation from 
the Welsh Government, along with Business Rates, the Council Tax and diverse fees, 
charges and rental incomes.76 
 
The Council tax was introduced in 1993 and replaced the infamous 1990 Community 
Charge, known as the poll tax.  The Council Tax does not pay for the full cost of council 
expenditure and typically only provides a fifth of the Council’s budget. The council tax is more 
of a property tax - like the old domestic rates - than a personal tax. Most of the rest of a 
Council’s expenditure is funded by the Revenue Support Grant from the Welsh Government. 
The charge is levied on the household rather than the individual.  The size of the bill depends 
on the value of the property and takes no direct account of household income except where 
discounts or benefits apply.77  
 

Council Tax Discounts and Premiums 
 
The Council Tax bill is based on the assumption that two adults (over 18) occupy a property. 
Here are some situations when discounts may apply:  
 
Single Person discount - People living alone may be entitled to a 25% reduction 
 
Other discounts - Someone may be eligible for a discount if they or someone who lives with 
them is: 
 

 A full time student, student nurse, apprentice or Youth Training Trainee 

 Severely mentally impaired 

 A care worker on low pay, employed for at least 24 hours a week and living where the 
care is given 

 A person caring for someone on state benefits (for more than 35 hours a week) who 
is not their spouse, partner or son/daughter under 18 

 18 or 19 years old who is at or has just left school 

 Staying in hostels or night shelters 

 Resident in hospital, care home or independent hospital 

 In prison (except those in prison for non-payment of Council Tax or a fine) 

 Members of certain religious communities that meet specified criteria. 

 Someone in the Armed Forces who owns a second home in Wales 
 
Some local authorities have discretionary power to vary discounts in exceptional 
circumstances. For example, Conwy, following flooding, under Section 13a of The Local 
Government Finance Act 1992. 78 
 
The Council Tax Reduction Scheme gives people on certain benefits 100% exemption from 
Council Tax.    
 
A survey by the Welsh Local Government Association in 2011 identified approximately 
23,360 second homes in Wales. This figure included self-catering holiday lets. The Housing 
(Wales) Act 2014 will give local authorities the discretion to apply a council tax premium of up 
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to 100% of the standard council tax charge on second homes should they wish to do so. 
Under the act, a second home is a home that is not a person’s sole or main residence and is 
substantially furnished. Where a council tax premium on second homes is charged, the 
Welsh Government will encourage the local authority to invest the funds raised in the 
improvement and increased provision of local housing and local services in their local area.79 
 

Current Council Tax bands and Welsh Revaluation  
 
Council Tax in Wales varies between local authorities but all use the same banding system. 
Since 2005 council tax in Wales has been calculated by using nine valuation bands (Bands A 
to I) that were established in 2005 using 2003 house values. This compares to  England and 
Scotland having eight Bands from A-H as outlined below.  

 

Band 
ENGLAND: 1991 

PROPERTY VALUE 
SCOTLAND: 1991 

PROPERTY VALUE 
 Wales: 1991  
PROPERTY VALUE 

 Wales: 2003 
PROPERTY VALUE  

 A under £40,000 under £27,000  under £30,000  under £44,000 

 B £40,001 - £52,000 £27,001 - £35,000  £30,001 to £39,000  £44,001 to £65,000 

 C £52,001 - £68,000 £35,001 - £45,000  £39,001 to £51,000  £65,001 to £91,000 

 D £68,001 - £88,000 £45,001 - £58,000  £51,001 to £66,000  £91,001 to £123,000 

 E £88,001 - £120,000 £58,001 - £80,000  £66,001 to £90,000  £123,001 to £162,000 

 F £120,001 - £160,000 £80,001 - £106,000  £90,001 to £120,000  £162,001 to £223,000 

 G £160,001 - £320,000 £106,001 - £212,000  £120,001 to £240,000  £223,001 to £324,000 

 H over £320,000 Over £212,000  £240,001 and above  £324,001 to £424,000 

 I    Not applicable  £424,001 and above 

80 81 
 
Wales had the first revaluation in Britain. The April 2005 changes resulted in 40% of the 
country's 1.3 million households changing property bands. This first review since valuation 
had 33% of Welsh households going up at least one band while only 8% had their banding 
downgraded. Overall, Wales had a 4% increase in local government revenue from the 
process. The rebanding did not take place in England (or Scotland).82   
 
Sir Michael Lyons, headed an inquiry into the 2005 reform of local government finance. He 
said lessons needed to be learnt from the Welsh property revaluation exercise, which was 
not "as tightly controlled as it might have been"…"More careful modelling could have 
[improved the] process.   
 
Andrew Hudson, chief executive of the Valuation Office Agency (VOA), later hit back at 
claims that the revaluation process carried out by his department in Wales had not been 
"tightly controlled". The exercise had been a "pretty big undertaking", he said. The VOA had 
sought to make the process "open and transparent" as possible for Welsh residents. Mr 
Hudson made a veiled reference to political decisions made by the Welsh assembly, which 
was responsible for introducing new council tax bands.  
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The following chart shows the levels of Council Tax paid by the different local authorities in 
Wales according to Band in 2015/16.   
 

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

Total Unitary 
Authorities 

738 885 1,033 1,180 1,328 1,623 1,918 2,213 2,655 3,098 

Isle of Anglesey 720 864 1,008 1,152 1,296 1,584 1,872 2,160 2,592 3,024 

Gwynedd 795 953 1,112 1,271 1,430 1,748 2,066 2,384 2,860 3,337 

Conwy 715 857 1,000 1,143 1,286 1,572 1,858 2,144 2,572 3,001 

Denbighshire 790 948 1,106 1,264 1,422 1,738 2,055 2,371 2,845 3,319 

Flintshire 723 867 1,012 1,156 1,301 1,590 1,879 2,168 2,602 3,035 

Wrexham 709 851 993 1,135 1,276 1,560 1,844 2,127 2,553 2,978 

Powys 715 858 1,001 1,144 1,287 1,573 1,859 2,145 2,574 3,003 

Ceredigion 722 866 1,011 1,155 1,300 1,588 1,877 2,166 2,599 3,032 

Pembrokeshire 572 686 800 915 1,029 1,258 1,486 1,715 2,058 2,401 

Carmarthenshire 749 898 1,048 1,198 1,348 1,647 1,946 2,246 2,695 3,144 

Swansea 745 895 1,044 1,193 1,342 1,640 1,938 2,236 2,684 3,131 

Neath Port 
Talbot 

894 1,072 1,251 1,430 1,609 1,966 2,324 2,681 3,217 3,754 

Bridgend 824 989 1,153 1,318 1,483 1,812 2,142 2,472 2,966 3,460 

Vale of 
Glamorgan 

729 874 1,020 1,166 1,312 1,603 1,895 2,186 2,623 3,061 

Rhondda Cynon 
Taf 

844 1,013 1,181 1,350 1,519 1,856 2,194 2,531 3,038 3,544 

Merthyr Tydfil 863 1,036 1,208 1,381 1,554 1,899 2,244 2,589 3,107 3,625 

Caerphilly 675 810 945 1,080 1,215 1,485 1,755 2,024 2,429 2,834 

Blaenau Gwent 908 1,090 1,272 1,453 1,635 1,998 2,362 2,725 3,270 3,815 

Torfaen 751 902 1,052 1,202 1,352 1,653 1,953 2,254 2,705 3,156 

Monmouthshire 749 899 1,049 1,199 1,349 1,648 1,948 2,248 2,697 3,147 

Newport 641 769 898 1,026 1,154 1,410 1,667 1,923 2,308 2,693 

Cardiff 680 816 952 1,088 1,224 1,496 1,769 2,041 2,449 2,857 

83 
Liberal Democrat approach to Council Tax  
 
The 2015 General Election manifesto committed to: 
 

 “introduce a UK-wide High Value Property Levy on residential properties worth over 
£2 million. It will have a banded structure, like Council Tax.”84 (The property website, 
Zoopla, found only 87 homes in Wales worth over £2 million) 85. 

 “enable Local Authorities to levy up to 200% Council Tax on second homes where 
they judge this to be appropriate.”86  
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 have “a Council Tax reduction of at least £100 for 10 years, when the resident’s home 
has an energy saving improvement of at least two bands.”87 

 
The Welsh Liberal Democrats commented on local government finance in their policy paper, 
Effective and Accountable Local Government in Autumn 2014. It said:  
 

“The Council Tax, which is the main source of revenue over which councils have 
some ability to set the level of the charge, is widely unpopular and recognized as 
regressive...The Welsh Liberal Democrats believe in fair taxes and ensuring that 
everyone is paying their fair share. Proposals that would move in this direction were 
presented in summer 2014 by Gerald Holtham in his paper Taxation in Wales.88  
Holtham recommends making council tax fairer by splitting the tax between a fixed 
service fee for all properties and a levy based upon the property value.  For example, 
a service fee of £350 per household and then a charge of 1.09% of the value of the 
property (minus a fixed allowance of £34000). According to Holtham’s report this 
would yield a similar overall income to the current system. 
 
Holtham argued that Council Tax currently creates the greatest burden on those in 
low band homes (A-C) with band A occupants paying 1.9% of the value of the 
property as tax. At the other end of the scale, homes in Band H are paying only .5% 
of the value of the property. This not only has a detrimental effect on those living in 
the lower band properties as they are often from lower incomes, but also creates a 
significant burden to the Welsh economy as Council Tax benefit costs the Welsh 
Government around £240m every year.  
 
Holtham also suggested that Wales could go one step further if given the income tax 
powers recommended by the Silk Commission and reduced the top rate of pay and 
add further bands to the top of the council tax bands. This would essentially balance 
out the increase in rise in council tax, but as council tax is essentially a land tax it is 
far harder to avoid and therefore it could result in an increase in revenue over time.  
 
Wales is in an ideal position to lead the charge for significant council tax reform, 
making the tax fairer. It is vital that the tax is simple to understand and places no 
greater proportional burden on any part of society.” 

 
The Welsh Liberal Democrats agreed to actively consider the model for council tax reform 
and other taxes set out in Gerald Holtham’s paper, Taxation for Wales, so as to produce an 
equitable local taxation system that is fair, affordable and which makes provision for those 
least able to pay. 

 

Approach of Scotland     
 
Replacing the council tax has long been a Scottish National Party ambition but it has proved 
difficult to implement.  In 2007, the party advocated replacing it with a "local income tax". In 
practice, this would have used Holyrood's power to raise income tax by 3p to help replace 
the money raised by council tax. The parliament backed the idea of a local income tax but it 
proved impossible for the minority SNP administration to win enough support for its actual 
proposal. Instead Council Tax was frozen, a situation the Government expects to continue 
until 2017. 89 The Institute of Revenues, Rating and Valuation in Scotland has criticised the 
SNP plans, saying it will be costly to administer and lead to widespread evasion. 
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The Scottish First Minister Nicola Sturgeon announced a commission to look at alternatives 
to the council tax in November 2014. The challenge is that simply raising income tax by 3p in 
line with Holyrood's current powers would not raise enough to replace the council tax. 
However, extra powers being devolved in 2016 could provide more flexibility. The Smith 
Commission on extending devolution is expected to recommend a substantial enhancement 
to Holyrood's tax powers. The downside of a uniform "local" income tax rate across Scotland 
is that there would be no element of local accountability: people would pay the same 
regardless of how well their local council was run or how good its services were. Critics also 
argue that it continues the long-term trend of centralisation within Scotland and the process 
by which councils have lost control over their income. 
 

Setting income tax levels by individual Councils retains the element of local accountability but 
could prove logistically very challenging. 32 potential different rates of income tax across 
Scotland would raise practical questions. For example, would an employee's income tax rate 
depend on where they worked or where they lived? If it was their home address, large 
employers in Glasgow could find they had staff paying over a dozen different rates of income 
tax and this would be challenging for their payroll systems to administer. 
 

Analysis 
 

Household energy saving is a key way of reducing fuel costs and helping the environment. 
The scope to charge additional levies on second homes needs to be implemented as soon 
as possible to ensure the vibrancy of rural communities. Councils undertake important work 
to tackle local unneighbourly behaviour - for example, air and noise pollution. Giving Councils 
greater control over the income from their regulatory work provides more incentive for them 
to prioritise such activities. Tax Increment Finance schemes, promoted by Nick Clegg, have 
proved effective in England. Finally, it is important to make the Council Tax system fairer.    
 

Proposal  
 

In Government, with regard to Council Tax, the Welsh Liberal Democrats would 
ensure:  
 

 A Council Tax reduction of at least £100 for 10 years, when the resident’s home 
undergoes an energy saving improvement of at least two bands.  

 

 Commencement as soon as possible of provisions in The Housing (Wales) Act 
2014 that enable local authorities to levy up to 200% Council Tax on second 
homes where they judge this to be appropriate.  
 

 Councils to have greater scope to keep the revenue from their regulatory 
activities.   

 

 Piloting of Tax Increment Finance schemes in Wales so as to help local 
councils fund regeneration schemes.  

 

 An in depth review of the Council Tax regime to make it fairer and more 
equitable.   
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Business Rates 
 

Background  
 
Non Domestic Rates (NDR) otherwise known as Business Rates are a property tax paid on 
non-domestic properties90. NDR are the means by which businesses and other users of non-
domestic property contribute towards the costs of local authority services. 
 
Wales assumed full control of nearly £1bn of business rates on 1 April 2015 and is able to 
introduce reforms to business rates or replace the tax entirely. The Welsh Government has 
announced initial `stability’ and no plans to vary business rates in the first year of full 
devolution. They would consider 'divergence' from the rest of the UK in the future. 91  
The anticipated 2015 revaluation of business rates has been postponed to 2017 following 
similar announcements in England and Scotland.  
 

Reviews of business rates in Wales  
 
There have been many recent reviews of business rates in Wales. These include:  
 

 Business Rates Task and Finish Group commissioned by Edwina Hart, the Minister 
for Economy, Science and Transport in November 2011. The Group, chaired by 
Professor Brian Morgan from Cardiff Metropolitan University, produced three reports:  
 
o Business Rates Review `Incentivising Growth’ (June 2012) 
o Business Rates Reliefs for Charities and Social Enterprises (March 2013) 
o Business Rates: Anomalies (November 2013)  

 

 Further report by Prof Morgan in September 2014 on business rate devolution.  
 

 Business Rates Panel report on “The Devolution of Business Rates to Wales” in 
February 2015 commissioned by Edwina Hart. It was chaired by Chris Sutton, Chair 
Confederation of British Industry Wales and Director of Jones Lang LaSalle (JLL).  

 FSB Wales Seminar report, Non-domestic Rates, by Gerald Holtham in Spring 2015.  
  

Calculation of business rates 
 
Business Rates are calculated by taking the Rateable Value (RV) of a property and 
multiplying it by the NDR 'multiplier' or 'poundage' for the year in question. The Valuation 
Office Agency (VOA), which is independent of the Welsh Government, values properties for 
the purposes of charging NDR and assigns the RV.   
 
The Welsh Government sets the multiplier each year. Normally the multiplier is set according 
to the Retail Price Index (RPI) as at the September preceding the financial year to which the 
multiplier applies, and it cannot be increased by more than that figure. However, the Non-
Domestic Rating (Multiplier) (Wales) Order 2015 has capped the increase to 2%, and the 
multiplier for the financial year 2015-16 is 0·482. This measure has limited the increase to 
business rates bills for all ratepayers across Wales. 92  
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Non Domestic rates in Wales are calculated as follows:  

 
Description  2014-15 2015-16  

Number of hereditaments on rating list at 31 December (thousands) 108.037 109.871 

Aggregate rateable value at 31 December 2,442,303 2,439,424 

Gross calculated rates payable 1,155,209 1,175,802 

Mandatory reliefs - reductions - charitable occupations -46,007 -49,623 

Mandatory reliefs - reductions - partly occupied premises -3,992 -3,258 

Mandatory reliefs - reductions - empty premises -30,704 -30,100 

Mandatory reliefs - reductions - community amateur sports clubs -1,365 -1,408 

Mandatory reliefs - reductions - small business rate relief excluding 
post offices 

-89,728 -96,196 

Mandatory reliefs - reductions - small business rate relief post office 
element 

-1,247 -1,227 

Gross amount 982,166 993,990 

Gross amount-gross yield adjusted for projected 'buoyancy' in rateable 
values 

982,166 993,990 

Discretionary reliefs - reductions - charitable occupations -1,036 -963 

Discretionary reliefs - reductions - community amateur sports clubs -22 -24 

Discretionary reliefs - reductions - non-profit making bodies -5,089 -5,051 

Net rate yield 976,018 987,952 

Allowance for losses in collection -9,760 -9,880 

Cost of collection allowance -6,392 -6,462 

Provisional contribution to the pool 959,866 971,611 
 

93
 

Business rate reliefs  
 
There are various reliefs available which can help to reduce the rates bill for a business or 
other non-domestic property. The Welsh Government pays 100% of mandatory rate reliefs 
and a percentage, in some cases up to 90%, of discretionary reliefs. A business can appeal 
against its RV if it thinks it is incorrect. Some properties will be exempt from business rates, 
while others may qualify for a form of relief: 
 

Enterprise Zones Business Rates Scheme  
 
The Enterprise Zones Business Rates Scheme was introduced as a means of 
providing Small and Medium Enterprises (SMEs) in Enterprise Zones with support in 
paying their business rates bills.  The Scheme targets SMEs demonstrating business 
growth characteristics, that is, new starts or those increasing the size of their full time 
workforce. It forms part of the wider set of actions aimed at delivering growth and 
sustainable jobs in each Enterprise Zone. The scheme is only available within specific 
time frames. 
 
Properties exempt from business rates include: 
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 agricultural land and buildings including fish farms 
 buildings used for training or the welfare of disabled persons 
 buildings registered for public religious worship and church halls 

 
Small Business Rates Relief in Wales  
 
Small business rate relief has been extended in Wales until 31 March 2016. 
Properties with a rateable value of £6,000 or less are eligible for 100% relief. The rate 
of relief decreases from 100% to 0% for properties with a rateable value between 
£6,001 and £12,000. The following types of business will continue to get relief: 
 

 premises with a rateable value between £10,501 and £11,000 in receipt of 
25% retail relief -all others will receive relief as described above; 

 post offices in receipt of 100% or 50% relief; 
 registered Child Care premises with a rateable value between £9,001 - 

£12,000 in receipt of 50% relief. 
 
Charitable rate relief  
 
If a property is occupied by a registered charity or community amateur sports club, 
and used for charitable purposes, there is automatic qualification for 80% mandatory 
rates relief. A property may qualify for relief of up to 100% at the discretion of the 
local authority if the property is occupied by a non-profit making body and used for 
charitable, philanthropic, religious, educational purposes or to do with social welfare, 
science, literature, fine arts and recreation by a not-for-profit club or society.  
 
Rates relief for empty properties 
 
Empty business properties are generally exempt from paying business rates for 3 
months after the property becomes vacant. There are additional exemptions for 
certain types of property or for properties under a set rateable value.  
 
Hardship relief 
 
Councils can also grant hardship relief to businesses if they believe that it is in the 
interests of the local community to do so. 
 

Income and allocation for business rates  
 
All NDRs are collected and paid into the Welsh Government's Non-Domestic Rates Pool. 
They are then redistributed to local authorities as part of the local government revenue 
settlement each year.94  
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The following chart indicates how much income is gained through business rates by local 
authority: 

 
 
 
 

 
95 
 
Welsh Liberal Democrat approach to tax on businesses   
 
The 2014 Welsh Liberal Democrat paper, Building a Stronger Economy, outlined the 

following commitments: 96 

  

 business rates should be devolved to local authorities to incentivise 
business growth.  Local authorities should be allowed to retain 50% of any 
increases in business rates revenue for five years initially. To ensure no local 
authority loses out in the first few years, we would alter the revenue support grant 
to ensure the change is neutral in the first year.97  

 

 local authorities should have more discretion over business rates to use their 
knowledge of local needs to decide which properties should have rate relief.  
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 exemptions from business rates should be reviewed to include social 
enterprises and commercial facilities that exist as a lifeline for their community, 
such as village shops, pubs or post offices.  

 

 there should be an automatic tapering system built into the revaluation 
process to ensure businesses which have significant rises in the rateable value 
(in percentage terms) can phase in any rises over several years to adjust to new 
costs. The percentage rise for premises should also be capped to prevent 
excessive increases.  

 

 there should be a simplified revaluation system, based around bands. Instead 

of valuing every property, properties could be categorised in terms of “district, 

type of property and size (square foot)”.98 This may require the concept of fiscal 

neutrality concept to be reviewed. Such a system would sustain far more regular 

valuations since only the category and district weighting would need to be 

determined. More frequent valuations should reduce the burden on business rates 

during a downtown and raise more during periods of economic growth. Appeals 

would also be far less likely. Since the Netherland introduced annual revaluations, 

it seems appeal rates have fallen by 80%.99”  

 

 The Welsh Liberal Democrats would also launch a radical, systematic and prompt 
review of business rate policy in Wales which is more comprehensive than simply 
raising the eligibility for the business rates relief scheme threshold. The review 
would explore:   

 

 Giving Welsh local authorities the discretionary power to designate town 
centres and district centres as local footfall business rate zones and alter 
the business rates in these areas.  

 An additional levy on edge of town retail unit car parks, in particular, units 
larger than 1,000m2 and with spaces for more than 45 vehicles. 

 Providing 50% relief on business rates bills for new occupants of retail 
premises that have been empty for a year or more at the point of 
occupation and reviewing all the categories of empty premises including listed 
buildings for business rate exemption. 

 

Approach of Scotland 
 
Business rates are worked out using the rateable value set by the local assessor and the 
'poundage rate' (a proportion of the rateable value) set by the Scottish Government. The 
standard poundage for 2015-16 is 48 pence. The rateable value of a property is generally 
based on its estimated open market rental value on a specific date. 
 
An organisation may pay lower rates if eligible for business rates relief. If improvements are 
made to a property, this may increase the rateable value and the amount paid in rates. 
 
Large Business Supplement means that in 2015-16, all business properties with a rateable 
value over £35,000 will have a 1.3 pence supplement added to the standard poundage.100 
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Profile of Businesses in Wales compared to the UK.  
 

 
101 
 
External commentators  
 
The current system of business rates has come under strong criticism from the Federation of 
Small Businesses (FSB) Wales and others for the disproportionate burden it places on 
smaller firms and because it has become increasingly divorced from the property rental 
values upon which it is notionally based. 
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FSB Wales Policy Unit Chair Janet Jones said, “Our members in Wales understand all too 
well the shortcomings of the current business rates system. With the full devolution of 
business rates to Wales we have a real opportunity to develop a more progressive form of 
taxation for businesses which form a key part of communities the length and breadth of our 
nation.” 
 
She said that the Devolution of Business Rates to Wales report recommended research into 
alternative methods of local taxation, such as land tax valuation. She hoped that “we can 
create the best tax possible to replace business rates with; a tax that produces greater 
fairness for businesses, and better supports economic development.”  
 

Analysis  
 
Business rates need to be less of a burden on business in order to help drive positive 
business investment and support economic growth. 
 
The multiplier used to calculate business rates is based on the Retail Price Index (RPI) 
measure of inflation. However, the Consumer Price Index (CPI) tends to be lower than RPI. 
For example, in September 2014, CPI was 1.2% compared to RPI of 2.3%.  If the multiplier 
was based on CPI it would result in an immediate reduction of increases in business rates.  
Both Chris Sutton and Brian Morgan have recommended reviews to consider the use of CPI 
rather than RPI in determining the multiplier rate.102  
 
Town centres and high streets should be centres of their communities. But all over Wales, 
town centres are seeing shop after shop close down. These towns can often suffer from a 
vicious circle – the more shops close, the less people visit, bringing in even less money to 
the local economy. The 2012 business rates review for the Welsh Government highlighted 
the side effects of business rates as a factor behind empty town centre shops. There was a 
vacancy rate of over 14% in 2014 which was consistently higher than the UK average. This is 
even starker in some areas with Newport having the second highest vacancy rate of all city 
and town centres in the UK at 28.9%.  
 
Business rates are often one of the greatest fixed costs for start-up businesses. Expanding 
retailers and other businesses are not investing in their property as business rates are too 
onerous and they fear surpassing the threshold for their existing level of business rates.  
 
Typically, retail properties which are empty for more than 3 months have to pay 100% of the 
rateable value. The exemption for industrial properties is longer at 6 months.  Sometimes 
they will rent it out at lower rates for shorter leases. However, from October 2013 to March 
2015, the Welsh Government operated the Open for Business rate relief scheme, a 
temporary scheme which provided 50% relief on business rates for a year for businesses 
which moved into properties that had been empty for 12 months or longer. The Welsh Liberal 
Democrats believe the system should be re-established.  
 
The Members Research Service have confirmed that car parks at out-of-town retail centres 
occupying isolated positions where free customer parking exists  will have a rateable value of 
“£ nil or a nominal rateable value”, and are consequently not liable to pay any business rates 
provided various conditions are met. The Welsh Liberal Democrats believes that such car 
parks should be eligible for business rates.  
 
Currently, plant and machinery are included in business rate assessment. So if a company 
improves the quality of its equipment their business rates go up. This provides a disincentive 
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to invest to improve performance and productivity. Removing plant and machinery from the 
business rate calculations would address this disincentive.   
 

Proposals  
 
In Government, with regard to business rates, the Welsh Liberal Democrats would 
ensure:  
 

 Future business rate multiplier increases to follow the Consumer Price Index 
(CPI) rather than the Retail Price Index (RPI). This should reduce increases in 
business rates.   
 

 Help for companies to expand by removing plant and machinery from the 
rateable value of commercial premises.  

 

 Local authorities to have scope to designate town centres and district centres 
as local footfall business rate zones and alter the business rates in these areas 
in response to changing trading conditions.  
 

 Business rates to be applied to out of town retail unit car parks larger than 
1,000m2 and with spaces for more than 45 vehicles. 

 

 50% relief on business rates bills for new occupants of retail premises that 
have been empty for a year or more. 

 
 


