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Today, An assessment of the feasibility of a local income tax to replace council tax in Wales, has been published on the Welsh Government website. The report was commissioned by the Welsh Government as part of a suite of research relating to local taxation in Wales.

https://gov.wales/local-income-tax-scoping-feasibility 

The objective of the Welsh Government in exploring alternative forms of local taxation is to examine how to raise stable revenue for local services in the fairest way, with other advantageous outcomes considered where possible. This report makes a valuable contribution to the consideration of options for reforming local government finance. However it is clear much more work would be needed on the practical and policy implications of a local income tax to replace council tax in Wales. 

Themes explored include whether a local income tax offers an opportunity to design in from the outset elements which would normally be managed through discounts and exemptions; choices that would need to be made on what constitutes ability to pay (income and wealth indicators); and risks. The risks include fiscal flight, to a greater degree than for other tax options, of taxpayers to England or between local authorities for people who are able to relocate.

This research is one strand of work within a broader programme exploring options for reforming local taxation and the wider local government finance system. I published a progress update on the work programme on 5 November 2019. This can be accessed via the following link:
https://gov.wales/reforming-local-government-finance-annual-updates

I intend to publish a further report bringing together the findings from this programme of work in the near future. 
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