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Abstract

What scope does a sub-national economy have to affect the level of inequality? Does a
policy menu consistent with the theories of fiscal federalism provide for an ability to affect
inequality measures, or does this ability require the powers of a nation state? In this paper
we discuss these questions in the context of the debate around the Scottish independence
referendum, in which inequality has played a prominent role, and ask whether
independence, further devolution, or simply different policies under the current
constitutional framework are capable of helping Scotland transition to a less unequal income
distribution. We provide a series of estimates of the impact of different policy choices upon
inequality in Scotland, and discuss inequality reduction in the context of different
constitutional options.
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1. Introduction

‘This level of inequality offends the very basis of a good society’
Alex Salmond, speech to the SNP Party Conference, October 2013

Inequality is at the centre of the debate on Scottish independence. In making a case for
independence, the Scottish Government (2013) argues: ‘Scotland is currently part of a UK economic
model and society which is one of the most unequal in the OECD. Inequality within the UK has
increased in recent decades. Such patterns of inequality will continue to have a negative impact on
growth and prosperity over the long-term’. Independence, it is argued, would give access to the fiscal
levers necessary to address inequality™.

The purpose of this paper is to analyse the question of the extent to which the government of a
small open country or semi-autonomous region can achieve a different level of income inequality
from the wider economy of which it is part. We consider the feasibility of the Scottish Government
securing a lower level of inequality through redistribution and fiscal policy. The paper examines the
effectiveness of various fiscal levers, some of which are already within the control of the Scottish
Government, and others which would only be available under enhanced devolution or
independence. We consider the constraints that the Scottish Government might face in exercising
these fiscal levers, either as a fully independent country, or as a devolved administration within the
UK.

Many proponents of independence have emphasised the current level of inequality in Scotland and
in the UK, and the possibility of an independent Scotland being able to reduce this level, as a primary
reason for their support of independence. Section 2 documents the current levels of inequality in
Scotland and in the UK relative to international comparisons. The Nordic countries in particular have
relatively low inequality, driven in part by having a more redistributive tax and benefit system. The
Nordic countries are often cited as evidence of what an independent Scotland could achieve (see for
example the ‘Common Weal’ project? described in Danson and Trebeck, 2013). The drivers of
inequality include a mix of economic (technological change, globalisation, labour market
participation) and societal (changes to household structure and family and living arrangements) that
often transcend national boundaries and cannot easily be manipulated by governments. However, it
is clear that independent countries do have some ability to influence income inequality. Stiglitz
(2013) argues that inequality is effectively a policy choice, that ‘inequality is a product of political
and not merely macroeconomic forces’, and that ‘it is not true that inequality is an inevitable by-
product of globalisation’.

But would the Scottish Government be able to influence the level of inequality if it remained within
the UK, albeit with some set of additional fiscal powers from those that it currently has? Traditional
theories of fiscal federalism propose that redistributive policy levers should be reserved to the
central government, since efforts at redistribution at sub-national level will be undermined by the
mobility of workers. This is consistent with the Scotland Act 2012, which devolves to the Scottish
Government the power to vary income tax proportionately across rates, but not to vary specific tax

'The analysis in this paper deals specifically with inequality of income; throughout the paper, the word
inequality can be inferred to imply income inequality.
2 http://scottishcommonweal .org/what-is-the-common-weal -project/
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rates or thresholds, or to change tax credits or benefits. In Section 3 we discuss the crucial role
played by factor mobility in redistributive policy. Whilst independent governments may be more
able, in the long run, to influence the level of inequality relative to a devolved government within a
wider union, the price of this ability is that some barriers to mobility would accompany
independence. Conversely, in a decentralised administrative region of a larger state, and probably
also in the early days of an independent state, factor mobility might be hypothesised to act as a
significant constraint in implementing radically differential policy. The fiscal federalism literature
explicitly relates mobility and preference heterogeneity both to the sustainability of, and the level of
desire for, redistributive policy.

There is some evidence that the Scottish electorate has more social democratic preferences than the
electorate of the rest of the UK (rUK) i.e. there may be preference heterogeneity at a geographic
level within the UK. This evidence is most clear in voting patterns, with Scots traditionally voting for
Conservatives in much smaller numbers than in rUK. These preference differences may motivate
differential redistributive policy across the countries of the UK, but such differential policy has
obvious implications for the incentives to relocate, and the propensity to move becomes a crucial
factor in the sustainability of these policy differences. The evidence presented in Sections 2 and 3
can be summarised as saying that independence, if it leads to a decline in mobility, may well
(eventually) lead to the ability to implement and sustain more redistributive policy. But how feasible
is greater redistributive policy in the context of enhanced devolution, since in this case Scotland will
still be part of the integrated and mobile labour and capital markets of the UK? Section 4 presents an
outline of some of the specific proposals that have been made for Scotland operating as a
decentralised sub-national unit in addition to the binary choice between status quo and full
independence on the table at the referendum. These alternatives offer a number of different models
of fiscal devolution, each bringing a particular set of policy levers within the autonomy of the
Scottish Government.

Sections 5 and 6 outline the methods and results of the analysis that we conduct. We consider the
extent to which Scotland would be able to achieve a different level of income inequality to rUK
under a variety of different constitutional scenarios. We ask which policy levers are likely to be the
most effective in influencing inequality, and the level of political and economic constraints that are
likely to exist in operating these levers. The analysis is undertaken using a household level model of
incomes, taxes and benefits in Scotland and, given the importance of mobility considerations,
incorporates the possible behavioural responses of migration and labour supply induced by policy
changes. We find that the policy levers available to an independent Scotland would give it greater
flexibility to influence the income distribution than it has currently, but that it is difficult for a small
open economy to implement substantially different redistributive policy from that of its close
partners.

2. Swimming against the tide: trends in inequality and the role of
policy

Inequality in the UK is high relative to other OECD countries, ranked 7™ most unequal of 35 OECD
countries in relation to net income inequality (inequality based on market incomes adjusted by taxes
and benefits). Inequality in Scotland is lower than it is in the UK as a whole. This is a result of the fact
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that inequality is particularly high in London (Stewart, 2011,Bell and Eiser, 2013). Net income
inequality in Scotland is roughly equivalent to the median level of inequality among the OECD
countries, but inequality is higher in Scotland than it is in the Nordic countries that are often seen as
operating the type of social-democratic model that an independent Scotland might wish to follow
(Figure 1). Measured by the GINI coefficient, inequality in Scotland is around five percentage points
higher than it is in the Nordic countries, and this holds true regardless of whether we look at the
entire population or restrict analysis to the working age population.

Figure 1: Net income inequality in OECD countries, 2010
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Source: OECD, HBAI. Figure shows GINI coefficient for working age population

To what extent is a lower level of income inequality a policy choice, achievable through fiscal levers?
Figure 2 compares market (i.e. pre-tax and benefit) income inequality and net (post-tax and benefit)
income inequality in a selection of OECD countries. The gap between market income inequality and
net income inequality is the level of redistribution. Figure 2 shows that the level of net income
inequality is more dispersed across countries than the level of market income inequality, suggesting
that countries do indeed have a reasonable degree of influence over their level of redistribution.
This supports the contention that policy choices within a country are effective at influencing the
level of net income inequality.

In the UK, taxes and social transfers have the effect of reducing the market income GINI coefficient
by 13 percentage points, indicating that the UK tax/ benefit system is slightly more redistributive
than for the OECD as a whole (where the effect of taxes and social transfers is to reduce the market
income GINI coefficient by 12 percentage points). The Nordic countries have lower market income
inequality than the UK, but their tax and benefit systems are also slightly more redistributive,
reducing the market income GINI coefficient by 13, 14, and 15 percentage points in Norway,
Denmark, and Finland respectively (Sweden=12). Market income is not entirely exogenous of course,
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as higher levels of redistribution are likely to lead to a reduction in higher incomes given behavioural
responses to taxation. As well as influencing inequality through redistributive policy, Governments
can also of course seek to influence market income inequality directly, through labour market
regulation and industrial policy. In this paper however we focus on the role for fiscal policy.

Figure 2 Market and net income inequality, OECD countries 2010
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Source: OECD. Note: inequality of income among working age population

One would expect a positive link between levels of market income inequality and redistribution even
in the absence of any conscious policy effort to counter inequality trends: because of the
progressivity built into tax-benefit systems, a more dispersed market income ‘automatically’
strengthens the equalising effect of a given policy. Figure 3 plots the level of redistribution against
market income inequality for OECD countries, and reveals evidence for the positive relationship that
one would expect. It shows that some countries — including Slovenia, Denmark and Belgium — have
relatively high levels of redistribution conditional on their levels of market income inequality, whilst
others —notably including the US — have a relatively low level of redistribution conditional on market
income inequality. The level of redistribution in the UK, although slightly above the OECD average, is
broadly where we might expect it to be, given the UK’s relatively high levels of market income
inequality and the average level of redistribution in OECD countries®.

Summarising the information in Figures 2 and 3, we can say that the UK has a slightly higher level of
redistribution than the OECD average, although the level of redistribution in the UK is not
particularly high given its higher level of market income inequality, which should, ceteris paribus,
result in higher redistribution for a given policy. However, even if the UK’s tax and benefit system

3 Figures 2 and 3 show income inequality for the working age population; the UK is slightly less unequal,
relative to other OECD countries, if inequality is measured across the entire population.
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reduced market income inequality by an equivalent amount as it does in Denmark or Finland (where
redistribution reduces the market income GINI by 14 and 15 percentage points respectively,
compared to 13 percentage points in the UK), then the UK’s level of net income inequality would
remain higher than it is in these countries. Put another way, for the UK to reduce its level of net
income inequality to Nordic levels, i.e. by five percentage points, entirely through taxes and
transfers, then it would have to do so by having a much more redistributive fiscal system than these
countries do (although, as noted above, higher redistribution is also likely to reduce market income
inequality which is not entirely exogenous).

Figure 3: Relationship between market income inequality and redistribution for OECD countries
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Inequality has been rising in most OECD countries for the past few decades (OECD, 2011). Inequality
in the UK increased significantly during the 1980s and 1990s but has since been rising at a much
slower rate (Cribb, et al., 2012). Whilst the increase in inequality in the UK slowed significantly in the
2000s, it grew more quickly among other OECD countries than it did in the UK during this period, and
it grew most rapidly among the traditionally low-inequality Nordic countries (OECD, 2011). The
Nordic countries’ relatively more rapid increase in inequality over the past decade is the result of
both increasing market income inequality and a reduction in the effectiveness of redistributive
policies (OECD, 2011).

The level and trend of inequality is very similar in Scotland to that in rUK outside London. Whilst
inequality in a broad sense has remained relatively unchanged since the late 1990s, the very highest
1-2% of earners have appropriated an increasing share of income. The richest 1% of Scotland’s adult
population earned 6.3% of total pre-tax incomes in 1997, rising to 9.4% by 2009. This trend towards
an increasing appropriation of total income by the highest earners has occurred in all OECD
countries (Sweden’s richest 1% have also increased their share of total income to 9% for example),
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but has been particularly pronounced in English-speaking countries (Piketty and Saez, 2006).
Explanations for the rise in top-pay include increased demand for executive managers; an increased
ability of executives to set their own pay and extract rents at the expense of shareholders; a
globalising market for ‘superstar’ CEOs and financial managers, and behavioural responses to
reductions in marginal tax rates (Piketty and Saez, 2006, Bell and Van Reenen, 2013).

A number of commentators argue that the outlook for inequality is bleak. Ongoing technological
change may further increase inequality via its affect on the skill premium (OECD, 2011, Beaudry, et
al., 2013; Cowen, 2013). Furthermore, there is a view that the Coalition Government’s policy of
welfare reform and benefit cuts is likely to reverse the trend of static (or declining) net income
inequality (Cribb, et al., 2012; Portes, 2011; Dickens, 2011). The Coalition Government aims to
reduce the overall welfare bill whilst improving incentives for work, and its mid-term review
highlighted that its welfare reforms so far introduced will save taxpayers £19 billion per year by
2014/15, (on total welfare spending of £200 billion). IFS analysis shows that the overall reforms
introduced by the Coalition Government are regressive (Emmerson et al., 2013). This is pertinent for
the independence debate because, to the extent that redistribution is a policy choice, support for
Scottish independence draws heavily on the fact that the Scots demonstrate some evidence of
greater preferences for social democratic policy configurations, which we discuss in the following
section.

3. Fiscal federalism and inequality

The ability of policy within a jurisdiction to have an effect upon inequality outcomes is closely related
to the question of factor mobility. This is true whether the jurisdiction is an independent country or
a decentralised region within a national economy. This is simply because mobile factors (labour and
new investment capital) will move to where they can achieve their best outcome. So income rich
households will tend to move away from high tax jurisdictions, which use this tax revenue for
redistribution. Poor households will tend to remain in these jurisdictions, and therefore mobility
leads to a lack of sustainability for redistributive policies (Oates, 1999).

Independence is likely to reduce factor mobility substantially, as evidenced, Helliwell (1997), by the
existence of a “border effect” in migration: labour is much more mobile within a nation state than
across an international border. The evidence presented in the previous section whereby different
independent countries could achieve different levels of redistribution supports this contention that
frictions on factor mobility between nation states are, in the long run, likely sufficient to ensure the
sustainability of some level of differences in redistributive policies. In this section we focus on the
ability of a decentralised jurisdiction within a national economy to influence the level of inequality,
but the discussion applies also to the early years (which possibly extend to the working lifetimes of
the current working population, or even beyond) of a newly independent state which will likely
maintain a high level of mobility with respect to its former partners.

In the ‘traditional theory of fiscal federalism’ it is deemed appropriate that welfare spending and
most revenue streams be retained at central government level, precisely because factor mobility is
considered important. The traditional theory contends that central government should have the
basic responsibility for income redistribution, since efforts at redistribution at a sub-national level
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will be undermined by the mobility of workers, with the result being no redistribution but
deadweight losses from inefficient locational decisions (Oates, 1999).

Theories of fiscal federalism make no allowance for history, and assume we are starting from a blank
state. The mobility of factors of production will be heavily influenced by the existing and historical
institutions and the expectations of economic agents which will be largely determined by their
experiences to-date. The UK has evolved as a unitary state, with virtually all fiscal levers reserved at
Westminster, and with many shared institutions. Relative to international mobility, there is a high
degree of factor mobility within the UK which will only change slowly, even if the constitution
changes. However, factors are not perfectly mobile within a state, and the less mobile are factors of
production, the more scope there is for policy differentiation, and so for fiscal decentralisation. For
example, a number of studies, e.g. Blanchflower & Oswald (2013) for the UK and Isebaert et al.
(2011) for Belgium, provide evidence that high home ownership ratesdamage the labour market by
impeding labour mobility. Whilst this is not evidence of frictions in the response of individuals to
inter-regional tax differences, it is evidence of less than perfect mobility. Assuming that there is
some substantial degree of factor immobility within nations, clearly not to the same extent as that
between nations but still significant, then we can conclude that decentralisation of policy can lead to
some real degree of policy autonomy, and that real effects can be observed.

But why decentralise? Hughes (1987) summarises the federalism literature and finds little evidence
for the efficacy of distinctive regional policy in achieving economic growth. Any technological
advantage that a decentralised jurisdiction has over the national government must therefore lie in
the demand side of the economy rather than the supply side: “the key allocative advantage of
autonomous local governments must be found in their capacity to collect better information about
local preferences and to respond to this information in making expenditure and taxation decisions”.
Oates (2005) states that the trade-off between the functions of the central and decentralised
governments can be characterised as: “on the one hand, the inefficiencies under centralised provision
of public services stemming from more uniform outputs that fail to reflect divergences in local tastes
and conditions, versus, on the other hand, inefficiencies in local provision resulting from the failure to
internalize inter-jurisdictional externalities”.

Assuming that redistributive policy tools are deemed inappropriate for decentralisation, the
justification for decentralisation is that the preferences of different local populations are different.
This justification interacts with labour mobility in exactly the opposite way from the financial
sustainability of redistribution. With mobile populations and varied local policy implementations,
individuals can relocate to those locations which provide the desired levels of public goods i.e.
labour mobility should enhance the heterogeneity of preferences and so enhance the justification
for decentralisation (Tiebout, 1956). Conversely, a lack of labour mobility is likely to lead to diverse
preferences within a local jurisdiction.

There does appear to be some evidence for preference heterogeneity between Scotland and the rest
of the UK. This is despite the evidence previously alluded to of some limited degree of labour
immobility within countries. As well as persistent differences in voting patterns, according to the
British Social Attitudes Survey Scots are: more likely than English voters to think the gap between
high and low incomes is too large (78% v. 74%); are more likely to support government efforts at
redistribution (43% v. 34%); are more likely to say that social benefits are not high enough (6.2% v.
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3.6%); and more likely to say that unemployment benefits are too low and cause hardship (22% v.
18%). Perhaps we are in an intermediate world with sufficiently strong labour mobility for
heterogeneous preferences, but sufficiently weak labour mobility to sustain policy differences
without the need for fiscal transfers. Alternatively, perhaps there is strong labour mobility and hence
heterogeneous preferences, but if these are met through differential policy, policy will not be fiscally
sustainable because of the induced movement of labour. Another alternative is that there is a lack of
labour mobility and preference heterogeneity arises for some other reasons, if this is the case then
policy differentiation may be fiscally sustainable. In this paper we treat preferences as exogenous,
and take the desire for policy differentiation (either via independence or further devolution) as
given, and look at the fiscal sustainability of improving the income distribution, taking into account
the impact that this may be estimated to have on the movement of labour.

In constructing the assumed impact of policy upon behavioural responses, we must include effects
other than mobility: for example high labour taxes may lead to a reduction in labour supply without
any relocation decision. And we must also consider the very impact of decentralisation upon
behavioural responses: if a particular level of redistribution is deemed optimal, calculated over the
population of the whole national economy, then the very act of political decentralisation will
decrease this optimal level of redistribution. Suppose a national economy under a single central
government splits into two sub-national bodies in federation. Suppose further that these bodies
each desire different levels of redistribution such that the overall level of redistribution in the
aggregate economy is unchanged from the situation under the single, central government. The low
redistribution region represents an option to relocate for the high earners in the high redistribution
region, and the high redistribution region represents an option to relocate for the low earners in the
low redistribution region. The elasticity of labour mobility to the degree of redistribution has
increased because of the fact of decentralisation. Taking this into account will mean that the
aggregate level of redistribution under decentralisation is lower than the aggregate level of
redistribution under a single national government.

Empirically however, Tselios et al. (2012) analyse within-region inequality in Western European
regons, and find that “greater fiscal decentralisation is associated with lower interpersonal income
inequality”. A mechanism can also be proposed for how independence or enhanced devolution
could improve the aggregate level of redistribution across the UK. The political direction of the UK
may be set by the political colour of the marginal seats at Westminster, which are much less for
redistribution than the average of political opinion in Scotland. This focus may determine the
position of political debate and the Overton Window" of acceptable political change. If Scotland
were to set its own redistribution policies, and be seen to do so in self-financed manner, then
Scotland could act as a beacon of what can reasonably be achieved, changing the political weather in
the rest of the UK. This is consistent with the idea in Oates (1999) of ‘laboratory federalism’ across
jurisdictions, which can promote policy innovation. This laboratory federalism mechanism for the
overall promotion of redistributive policies is critically dependent upon these being self-financed. So-
called Second Generation Fiscal Federalism theory (Oates, 2005) emphasises the importance of
devolved government revenue generation to make local governments more responsive to citizens,

4 Wikipedia defines the Overton Window as ‘the range of ideas that the public will accept. On this theory, an
idea's political viability depends mainly on whether it falls within that window rather than on politicians'
individual preferences. It is named for its originator, Joseph P. Overton.’
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reduce corruption, and increase the incentives to provide market-enhancing public goods (Weingast,
2009). This is consistent with many of the proposals for enhanced devolution, which we now turn to,
which all seek to align the spending powers of the Scottish Government with the appropriate
resources on the revenue side.

4. Scottish constitutional futures

The Scottish Government relies on a block grant from the Westminster Government to finance the
vast majority of its spending®. Devolved governments almost always face a ‘vertical fiscal imbalance’
—a mismatch between their spending and revenue raising powers — which arise because of the
advantages of taxation at the state level and spending at a devolved level. However, the level of
vertical fiscal imbalance faced by the Scottish Government is particularly high relative to that of
devolved governments in most other OECD countries (Commission on Scottish Devolution, para
3.29). This is seen as a disadvantage because it reduces the accountability of the Scottish
Government to its electorate. The argument was summarised by the Calman Commission thus:
‘Funding by block grant alone means that while the Scottish Parliament is completely accountable for
the spending of its budget, it is not accountable for the total of that budget or how it is raised; it has
no fiscal powers that can be used as policy instruments and it does not have a direct financial stake in
the performance of the Scottish economy’ (Commission on Scottish Devolution, 2009, para 3.87).

The desire to reduce the Scottish Government’s high vertical fiscal imbalance has motivated much of
the recent debate around alternative constitutional arrangements for Scotland. Thus whilst a yes
vote at the Independence Referendum will clearly result in the Scottish Parliament taking
responsibility for all tax and spend decisions, it is possible that a no vote will eventually be followed
by further fiscal devolution to Scotland.

Indeed, following the recommendations of the Calman Commission (Commission on Scottish
Devolution, 2009), which emphasised the need to improve the accountability of the Scottish
Parliament by reducing its dependence on grant, the Scotland Act was enacted in 2012. This will see
the Scottish Parliament take responsibility for setting a ‘Scottish Rate of Income Tax’ (SRIT), a flat
rate tax set at the same rate for each (UK government-determined) income tax band, which will
bring around 40% of the revenues from all income tax raised in Scotland under the control of the
Scottish Parliament®. The Scotland Act is therefore consistent with the traditional theory of fiscal
federalism, in that it effectively reserves redistribution at central government level. The income tax
proposals in the Scotland Act will start to be implemented from 2016 onwards, but there is already
significant debate around which further revenue streams (and spending responsibilities’) should be

> The Scottish Government has responsibility for council tax and business rates, equivalent to £4 billion
revenue in 2011/12, compared to a total budget of £33 billion in the same year.

® From April 2016 the basic, higher and top rates of income tax levied on earned income by the UK
Government in Scotland will be reduced by 10p. They will be replaced by a new Scottish Rate of Income Tax
(SRIT) which will be set by the Scottish Government. The revenue collected from the SRIT will then form part of
the Scottish budget. If the Scottish Government chooses to set the SRIT at 10p; the basic, higher and top rates
of income tax in Scotland will remain at the same levels as in the rest of the UK.

7 Most major items of public expenditure are devolved to the Scottish Parliament (including health, education,
local government, transport, housing, environment, and police and justice). The major items of public spending

H UNIVERSITY OF
THE UK AND
SCOTLAND STIRLING



11

devolved in the event of a no vote at next September’s referendum. Proponents of ‘devo-more’,
‘devo-plus’, and ‘devo-max’ have put forward proposals for varying degrees of further devolution.
These are summarised stylistically in Table 1, and can be summarised as follows:

e Devo-more: put forward by Alan Trench and IPPR (Trench, 2013), devo-more proposes the
full devolution of income tax and assignment of 10 percentage points of VAT to the Scottish
Parliament, together with a longer-term ambition to devolve alcohol and tobacco duties
(assigned in the first instance), and potentially National Insurance contributions. Welfare
spending remains reserved.

e Devo-plus: proposed by former Liberal Democrat MSP Jeremy Purvis and the Reform
Scotland think-tank, the devo-plus proposals (Purvis, 2012) also include the outright
devolution of income tax (although with responsibility for thresholds remaining with the UK
government). But unlike devo-more, the devo-plus proposals include devolution of capital
gains and inheritance tax, and devolution of aspects of corporation tax (thresholds and some
special rates would be reserved). Conversely, VAT is not proposed for assignment, nor are
alcohol or tobacco duties (although the desirability of devolving alcohol and tobacco duties
in the longer run is recognised).

e Devo-max: also known as full fiscal autonomy, devo-max proposes welfare spending to be
devolved to the Scottish Parliament, and for the Scottish Parliament to take-on responsibility
for all taxes levied in Scotland other than VAT. Devo-max is similar to the system of finance
used by the Basque and Navarre Autonomous Communities of Spain.

Thus the Scottish constitutional debate is more wide-ranging than the simple yes-no question on the
table at next year’s referendum. Each of the three intermediate models of devolution is motivated
by an ambition to reduce the level of vertical fiscal imbalance faced by the Scottish Government,
although the proposals differ substantively in relation to which taxes are most suitable for
devolution. Only Devo-Max proposes further devolution of spending responsibility. These proposals
for enhanced devolution go beyond the recommendations of the traditional fiscal federalism
literature, in that they allow for varying degrees of redistributive policy. As discussed in Section 3,
the effectiveness of these levers will be dependent on the degree of factor mobility.

that remain reserved to the Westminster Government are welfare (i.e. benefits and state pensions) and
defence.
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Table 1: Proposals for devolution of taxation and spending responsibilities under various models

of government

Model of government Spending proposals Taxation proposals
Status quo (Scotland Act e As current * Scottish Rate of Income Tax (SRIT): flat-
2012) rate tax

¢ Some smaller taxes devolved entirely
(stamp-duty and landfill tax)
Devo-more ¢ As current ¢ Full devolution of income tax
¢ VAT revenues shared between Scottish
and Westminster governments
(Westminster retains control over rate)
¢ Devolution of capital gains tax on land
transactions
¢ Assignment of alcohol and tobacco
duties — to be devolved in long-run
Devo-plus ¢ As current ¢ Devolution of income tax rates, but
thresholds reserved initially
¢ Devolution of inheritance tax and
capital gains tax
¢ Corporation tax rate devolved; some
thresholds and reliefs reserved
¢ Alcohol and tobacco duties devolved in

longer-term
Devo-max ¢ Devolve welfare spending; only * All taxes other than VAT devolved to
defence and foreign affairs remain Scottish Parliament
reserved
Full independence « All taxes and spending decisions are the responsibility of the Scottish
Government

5. Approach

5.1 A household level model of the Scottish economy

The analysis in this paper considers the effectiveness of different tax and benefit policy levers in
addressing inequality. The results use a household level model of the Scottish economy. The model
takes as its starting point the Family Resources Survey (FRS), a representative survey of over 4,000
households in Scotland. Surveyed households report information on household size and
composition, tenure, and council tax band, as well as information for each individual in the
household on age, employment status and working hours, income by source, benefit eligibility and
receipt, and information on disability and caring responsibilities.

The model uses this information to calculate the liability of each household for income tax, national
insurance (NI) and council tax, and the level of benefits and tax credits received. Furthermore, it
incorporates data from the Family Expenditure Survey (FES) to estimate household expenditure
shares on different categories of goods, and consequently the level of VAT and excise duties accruing
from each household. As such, the model can be used to examine the effect of the existing fiscal
system on the distribution of net household income, and, by aggregating over all households, it can
be used to estimate aggregate government tax revenues and expenditure on tax credits and
benefits.
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Table Al in Appendix A reconciles the model output on tax revenues and benefit expenditures with
official data from relevant sources. The model performs well on tax revenues (though its estimate of
VAT is low because household expenditure from wealth or investment income is not included and
because some VAT is paid by businesses rather than households). In terms of benefits, the model
performs relatively well for the State Pension, Child Benefit and Tax Credits (it overestimates Tax
Credit somewhat as a result of under claiming, i.e. not all of those eligible to claim do so). The model
tends to underestimate expenditure on out-of-work and disability benefits: this is a result of under-
reporting of these benefits in the FRS.

As well as reconciling the model in terms of aggregate government taxes and spending, it is also
important, given the objective of this work, to reconcile the model with actual data in respect of the
distribution of income across households. The model estimates the GINI coefficient of inequality (for
net equivalised household income) at 29.4; this is reasonably close to the Scottish Government’s
estimate of 30.4 (and within the 95% confidence interval, 29.1 — 31.7). Figure Al in Annex A
compares the model’s estimate of household income by decile with that of the FRS. The model
underestimates incomes of the highest decile (because, unlike FRS, data on the highest earners is
not supplemented by information from the Survey of Personal Incomes), and slightly overestimates
incomes of households in deciles 5-9. On balance however, the model provides a good fit to the
‘actual’ income distribution in Scotland. More importantly, the model is capable of calculating the
effect of specific fiscal changes (such as a change to a tax threshold or benefit rate) on both the
distribution of net household incomes, and aggregate government revenues and expenditure.

5.2 Incorporating behavioural responses

In modelling the impact of fiscal changes on aggregate tax revenues and the income distribution, it is
important to consider the possible effects of household behavioural responses to tax changes. Our
model incorporates two types of household behavioural response: a migration response, and a
labour-supply response. The remainder of this section describes the assumptions underlying the
modelling of these behavioural responses. The magnitude of the behavioural response to changes in
marginal and average effective tax rates is uncertain. For example it is not clear even what direction
the response may be to a rise in marginal taxes: a higher tax rate lowers the relative price of leisure
and so might induce a switch into leisure and reduced work effort (substitution effect); but a high tax
rate also reduces income and so encourages work effort since leisure is a normal good (income
effect). We calibrate our behavioural responses using existing literature, and provide some
sensitivity analysis in Annex B.

Migration response

Fiscal policy changes may induce migration, particularly in the case of high income individuals: a low
average tax rate may attract immigration, and a high average tax rate may induce emigration. We
model this behaviour by varying the weight given to individuals in the sample as a function of the
change in the effective average tax rate.

For the migration response, we assume a simple model in which market earnings for an individual do
not differ across countries, and in which the fixed costs of migration are distributed independently of
market earnings. Individuals choose to migrate if the net-of-total-tax benefits of moving (in either
direction) outweigh the idiosyncratic fixed costs. Since possible benefits decline as we move down
the market earnings distribution, this channel will only be of importance to those at the top of the
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earnings distribution. This simple model is calibrated against the suggestion in the Holtham Report
(Independent Commission on Funding and Finance for Wales, 2010) that “following a one pence
increase in the higher rate of income tax in Wales, ... [750] people chose to leave Wales”. We assume
that, grossing up to reflect the higher population, the same is true of Scotland. Calibrating to Wales
is likely to be prudent for Scotland since Scotland is less integrated into the UK than Wales (as
discussed in the Holtham Report, and also evidenced by e.g. Ratti et al.

Labour-supply response

There are broadly two types of possible labour supply response to a fiscal policy change. One is a
response on the ‘intensive’ margin: individuals could respond by varying their hours worked or their
reported taxable income. The other is a response on the ‘extensive’ labour margin: individuals might
choose to enter or exit the labour market completely in response to a fiscal policy change.

We model the labour-supply response on the intensive margin by varying market incomes as a
function of the change in the effective marginal tax rate.

Specifically, we adjust market earnings in response to changes in the marginal rate of tax by
calibrating the elasticity of market earnings to marginal tax rates using the Institute for Fiscal
Studies’ analysis of the introduction of the additional rate of income tax in the UK (Brewer, et al.,
2012). This policy change was effectively a rise in the marginal tax rate faced by those earning over
£150,000p.a. from 40% to 50%. The IFS report that HMT estimates the income tax revenue raised
from this new tax of £6.5B without behavioural responses, and £2.7B with behavioural responses i.e.
a fall in direct revenues of 58%. To allow for the fact that differential policy between Scotland and
rUK will lead to higher elasticities than produced considering the UK as a homogeneous entity, we
insist that our model, in quantifying the introduction of the additional rate of income tax, sees a fall
in direct revenues (i.e. income tax only) of 75%, though we implement this after allowing for the
migration response already calibrated.

We also consider that the elasticity will vary across the income distribution. Based on evidence from
existing research, the Holtham Report assumes an elasticity of income with respect to the tax rate of
-0.25 for basic rate taxpayers (who face a marginal effective tax rate, METR, estimated at 38.8%),
and around -0.50 for higher rate tax payers (who face an METR of 47.7%) i.e. a fall in marginal tax
rates of 20% implies a fall in elasticity of 50%. We assume that this relationship holds over market
income deciles. However, assuming a linear relationship across the entire income distribution
implies that the elasticity becomes positive in the lower middle part of the market income
distribution, in other words that individuals respond to tax increases by working more. This may be
true — if the income effect exceeds the substitution effect — but it likely does not hold as strongly as
such a linear relationship suggests. A less aggressive assumption is to assume that this elasticity
cannot change sign and instead is quadratic with a turning point at zero at the lowest effective
marginal tax rate in the base policy scenario.

By making the elasticity a function of the marginal tax rate, and by noting that the lowest income
deciles face very high marginal taxes, we partially address the problem of work incentives in the
model: reducing the marginal tax rates faced by these groups will see their market earnings rise.
However, we only change market income by some percentage and so, if market income is initially
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zero, then it will still be zero after the behavioural response: there is no adjustment along the
extensive margin in the model.

By adjusting along the intensive margin, with large percentage adjustments for those who face high
marginal tax rates, the model likely does a good job of modelling the behavioural response of high
earners who adjust work hours or hide taxable earnings in response to policy changes. The model
does a less good job with respect to the response of second earners in a household who enter or exit
the labour market as a function of policy changes, but at least the sign will be right. Given that the
exercise in this paper is to reduce inequality, policies that improve work incentives such that those
currently outwith the labour force select into work will be evaluated conservatively, whilst policies
that improve means tested benefits and worsen work incentives, such that marginal workers may
choose to exit the labour force, will be evaluated aggressively.

5.3 Summary

In summary, the strength of the model is that it enables us to model the effect of detailed policy
changes (including combinations of benefit and tax changes) on the income distribution, and on the
whole of government revenues, considering not only the effect of ‘direct’ revenues from an income
tax or benefit change, but also considering the effects on indirect tax revenues (VAT, alcohol and
tobacco duties, etc.).

The model incorporates two types of behavioural response: a household migration response, and a
labour-supply response on the intensive margin. The model does not incorporate labour-supply
decisions on the extensive margin (i.e. the decision as to whether to work or not) which will clearly
also be affected by fiscal policy change. Furthermore, the model does not contain a firm sector, and
thus firm behaviour is implicitly assumed not to change in response to changes in fiscal policy.
Moreover, the analysis in this paper is concerned with modelling changes in labour income, and does
not consider how policy might influence savings and capital income.

Clearly there are significant uncertainties underlying the estimation of these parameters, and we
provide some sensitivity analysis in Annex B. Despite these uncertainties, the modelling of the
possible behavioural responses provides useful insights into the magnitude of constraints that an
independent Scotland might face in exercising fiscal policy to achieve particular policy goals, as we
describe in the following section.

6. Results

Table 2 considers the effect of a number of specific policy levers on inequality and government
revenues in Scotland. Inequality is measured using the GINI coefficient; the income variable is net
(after taxes and benefits) equivalised household income after housing costs. Figure 4 plots the effect
of each policy on average household income for each decile of the income distribution.

Of the policy levers modelled in Table 2, the two council tax levers are already within the control of
the Scottish Government; the Scottish Rate of Income Tax (SRIT) will come under the control of the
Scottish Government in 2016; the other income tax levers have been proposed for devolution to the
Scottish Parliament under both Devo-More and Devo-Plus constitutions; whilst the benefit levers
would only come under the autonomy of the Scottish Government under Devo-Max or full
independence.
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The first four columns consider the impacts in the absence of behavioural effects, while the second
five columns include behavioural effects, which are modelled as described in Section 5 and include
both labour market and migration effects. Consider as an example the effect of a 1p increase in the
basic rate. Without behavioural effects this would reduce the GINI by 0.13% and raise an additional
£395m in income tax receipts. However, the consequential fall in incomes would lead to a fall in
household spending and consequent reduction in revenues from VAT and excise duties, and thus the
total impact on government finances is to raise net revenue by £324m. With behavioural effects, the
modelled increase in tax revenues is lower (£343m), as taxpayers respond to the increase in tax rates
by reducing their market income (either by working less or re-classifying elements of income), and in
some cases by out-migrating. For the same reasons however, the reduction in inequality is greater
than under the no behavioural effects scenario (i.e. the inclusion of behavioural effects means that
we now capture the impact on inequality of reduced market incomes and reduced numbers of high
earners, both in response to the tax increase).

The final column of Table 2 shows the largest percentage change in household incomes resulting
from the policy change. This statistic informs assessment of the likely political acceptability of each
policy — a policy which results in relatively small average income changes but large changes to
individual households will likely be less politically feasible than a policy which produces smaller
effects on individual households.

Looking through the various policy levers we can make the following observations.

e Adding 1p to the higher rate has relatively inconsequential revenue implications (raising
virtually no additional revenue once behavioural effects and reductions in indirect tax
revenues are considered), and a relatively small impact overall on the GINI. However,
precisely because the policy has such a small revenue effect, the reduction in GINI for a £1m
increase in Government revenues is substantial.

e Adding 1p to the SRIT would, once behavioural effects are considered, reduce the GINI by
0.24% while raising net government revenues by £232m. Expressed per £1m of revenue
raised however suggests that the SRIT is not a particularly efficient policy for reducing
inequality.

¢ Reducing the additional rate threshold to £100,000 (from £150,000) would increase the
number of additional rate taxpaying households from 11,000 to 25,000. This policy reduces
the GINI by 0.12%, although total government revenues actually fall, once the effects of
behavioural responses and the impacts on indirect revenues are taken into consideration.

* Increasing rates of Jobseeker’s Allowance (JSA) and Income Support (IS) by 10% would cost
the government some £73m in increased benefit payments, although some of this would
effectively be recouped through higher household spending feeding through to increased
indirect tax revenues. Changing rates of JSA/IS is a relatively efficient way of reducing the
GINI (in terms of the effect per £1m revenue) given that the increased spending is
concentrated at the lower end of the income distribution (Figure 4). However, we can see
that there is relatively little difference between the behavioural and no behavioural
simulations: this is because changes in the extensive labour supply are not modelled, and
therefore the quantification of the impact of this policy must be viewed as an optimistic
estimate.
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The Council Tax revaluation specified here® is virtually revenue neutral, raising an additional
£8m in council tax revenues (relative to £2b total revenue from this source). This policy can
achieve a high impact on inequality with minimal impact on overall government finances.
However it can have large impacts at an individual level — there are a small number of
households with low income but exposure to the top bands of council tax who are hit hard
by this policy: compare the 5% loss in net household income for some households to the
direct revenue raised of only £8m.

The council tax rise scenario is unusual in that a tax increase actually increases the GINI. This
result occurs because a rise in council tax disproportionately affects lower and middle-
income households: higher income households’ council tax liability is smaller as a proportion
of their income than lower income households; so a flat percentage rise in the rate of
council tax is more burdensome on the lower half of the income distribution.

The change to working tax credit modelled here is a 10% increase in the basic and 30-hour
elements of working tax credit rates. This policy change achieves a relatively moderate
reduction in the GINI, as its impact is spread fairly evenly across the entire lower half of the
income distribution. The cost of this policy is such that its marginal impact on the GINl is
relatively modest. The relatively inefficient nature of this policy in terms of reducing
inequality may result from the fact that it supplements the incomes of those in work rather
than those out of work, and we do not model its impact on increasing the extensive labour

supply.

® The council tax revaluation scenario is based on reducing the lower council tax band rates and increasing the
higher council tax band rates as follows. Band A: 0.67 -> 0.64; Band B: 0.79 -> 0.77; Band C: 0.89 -> 0.88; Band

D maintained = 1.0; Band E: 1.22 -> 1.25; Band F: 1.44 -> 1.50; Band G: 1.67 -> 1.75; Band H: 2.0 -> 2.1
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Table 2: Effect of various policy levers on inequality and government revenue

No behavioural effect Behavioural effect
GINI effect GINI effect
Direct gvt Total gvt ettec Direct gvt Total gvt ettec Largest HH
Change revenue revenue per £1m Change revenue revenue per £1m income
GINI . .. . . revenue GINI . . . ... revenue
implication  implication . implication implication . change
increase increase
1p on basic rate -0.134% 395 320 -0.0004% -0.149% 343 208 -0.0007% -4%
1p on higher rate -0.048% 54 43 -0.0011% -0.068% 32 2 -0.0276% -1%
Lp on SRIT (basic, -0.190% 458 370 -0.0005% | -0.239% 370 197 -0.0012% 4%
higher, additional)
Additional rate
threshold reduced to -0.074% 83 65 -0.0011% -0.122% 26 -28 0.0044% -5%
£100,000
| t flIS
J'S';rgisfoﬁ es of IS/ -0.151% 73 -60 0.0025% -0.150% 74 60 0.0025% 10%
0
Council tax revaluation -0.017% 8 6 -0.0029% -0.017% 8 6 -0.0029% -5%
Council tax rise of 10% 0.024% 188 153 0.0002% 0.029% 185 124 0.0002% -13%
Increase basic and 30-
hour elements of WTC -0.068% -84 -63 0.0011% -0.069% -84 -60 0.0012% 9%
10%
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Figure 4: Effect of various policy levers on average household incomes by decile
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The analysis in this paper has focussed on fiscal levers that the Scottish Government might exercise.
An independent Scotland would also have other levers at its disposable. One possibility is to raise
the minimum wage, or to establish a legal living wage. There is policy impetus for both policies: the
Social Mobility Commission (2013) supported the idea of a higher national minimum wage; and the
Scottish Government has expressed its commitment to the notion of a living wage.

Data from LFS in 2012 suggests that 23% of Scotland’s labour force earned less than a living wage of
£7.20 per hour (comparable figures for GB as a whole range from 21% (Whittaker and Hurrell, 2013)
to 27% (Riley, 2013)). A rough indication of the potential effect of introducing a living wage, both on
the public finances and on income inequality, can be derived. For each worker earning less than the
living wage, we raise their earnings to £7.20 per hour and assume that there is no induced change in
employment. Under these assumptions, the introduction of a living wage would reduce the GINI
coefficient by around 0.36%. The living wage reduces upper-tail inequality whilst slightly increasing
lower tail inequality because it boosts the incomes of those in the middle of the income distribution
(Figure 5). The direct costs to the public sector through higher wage bills are small. Only 9% of public
sector employees in Scotland are paid less than a living wage, and the costs of increasing these
workers’ pay is around £97m. The increased earnings of all workers now paid the living wage
increases tax revenues by over £550m. However, around 28% of private sector employees are paid
less than the living wage, and the direct costs to employers of filling this gap (excluding employers NI
and other on-costs) could be around £1.2 billion. The extent to which employers would react by
reducing employment is an open question (Riley, 2013, Butcher, 2012).

Figure 5: Effects of introducing a living wage on household incomes, by income decile
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7. Conclusions
The Scottish Government has set out its ambitions to achieve a more equal distribution of income,
and argues that these ambitions will only be achievable under full independence, and the complete
autonomy to determine fiscal policy that this entails.

To achieve an equivalent level of net income inequality as in countries such as Denmark or Norway
requires a fall in Scotland’s GINI of around 5 percentage points. None of the relatively small changes
to existing policies quantified in this analysis would achieve this level of inequality reduction. Indeed,
the level of redistribution in the UK is not low in an OECD context, and even adoption of a ‘Nordic’
style redistributive policy is unlikely to enable Scotland to close its inequality gap with the Nordics,
given Scotland’s higher level of market-income inequality. Major policy changes however would
induce large behavioural responses which have the effect of undermining the fiscal impact of, for
example, tax rises. Given the relatively high levels of market income inequality in Great Britain,
achieving such substantial falls in the GINI through fiscal policy levers will be challenging.

The fiscal policy levers which the Scottish Government already (or will soon) have access to are
relatively blunt tools with which to address inequality given that they are not particularly sensitive to
specific parts of the income distribution. A penny on the SRIT would reduce the GINI by around 0.2
percentage points, while changes in council tax seem unlikely to have a major impact on inequality
(unless there was scope for a major revaluation of council tax bands).

Further devolution of income tax (at least to include the ability to vary rates differentially, but
potentially also to vary thresholds as well), as proposed by the proponents of Devo-More and Devo-
Plus, would provide the Scottish Government an opportunity to more effectively use fiscal policy to
influence the income distribution. But full control over low income and out of work welfare benefits
would provide other important levers with which to influence inequality. This is because these levers
can be used to target very specific segments of the population, in particular the segment of low
earners who face large disincentive effects due to the very high marginal effective tax rates as
benefits are withdrawn.

Theory suggests that the extent to which the government of a small open country or semi-
autonomous region can achieve a different level of inequality from the wider economy of which it is
part through redistribution, is limited by labour mobility. Labour mobility is high within countries —
even if they are decentralised — and it would likely also be high in the early years of an independent
state. The analysis conducted in this paper incorporates this theory, and the results presented show
that it is difficult for a small open economy to implement substantially different redistributive policy
from that of its close partners. Therefore, even with full autonomy for tax and benefit policy, the
Scottish Government might need to look beyond fiscal policy and redistribution to achieve the
substantial reductions in inequality that it desires. Reducing market income inequality will be as
important in this respect as the redistributive role of fiscal policy. Indeed, the ‘Common Weal’
project places much emphasis on the role that pre-distributive measures might play in the policy of
an independent Scotland (Danson and Trebeck, 2013).
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Annex A: Reconciling the model
Table Al: Reconciling the model, aggregate tax and spend

Data (Em) Model (Em) Difference
Income Tax 10,668 10,499 98%
NI 7,978 8,104 102%
VAT 8,343 6,563 79%
Excise Duties 4,512 4,661 103%
Council Tax 1,968 1,927 98%
Modelled Revenues (G) 33,469 31,754 95%
Out of Model 18,861 36%
State Pension 5,965 5,924 99%
Child Benefit 941 918 98%
Low Pay Benefits: Tax Credits 2,177 2,304 106%
Low/Zero Inc Benefits: JSA, IS & HB 2,840 1,872 66%
Disability Benefits: DLA, 1B, ESA, SDA 2,431 1,896 78%
Modelled Expenditure (T) 14,354 12,914 90%
Out of Model 49,676 78%
G-T modelled -19,115 -18,840 99%

Source: HMRC Tax Credit Statistics, Scottish Government GERS publication, DWP Benefit expenditure

data

Figure Al: Reconciling the model, net income distribution
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Annex B: Behavioural Response Sensitivity Analysis

In this Annex, we assess the sensitivities of our results to changes in the behavioural assumptions
used. In the “central” scenario reported in the main body of the paper, 750 people migrated from
Wales following a 1p rise in Welsh upper rate income tax (in conjunction with no tax change in the
rest of the UK) and so we assumed that equivalently from Scotland, 750*5.3/3.1 = 1282 people
migrate. Also in the central scenario, once this migration response was incorporated, we then
required that behavioural responses to the introduction of the Additional Rate of income tax
reduced the direct revenues from this tax by 75%. This produced a required elasticity of gross
earnings to marginal tax rates for the top decile of -0.215 (with quadratic dependence of this
elasticity upon effective marginal tax rate, such that the slope of the elasticity curve against marginal
tax rate was -0.5 for the marginal tax rates pertaining to the top decile).

In the “weak” response scenario, we suppose that Scotland sees migration of 500*5.3/3.0 = 855
following a 1p rise in upper rate tax, and we suppose that the elasticity of gross earnings to marginal
tax rates for the top decile is %*-0.215 =-0.161. The “strong” response scenario has Scottish
migration of 1000*5.3/3.1 = 1710 people following a 1p rise in upper rate tax, and an elasticity of
gross earnings to marginal tax rates for the top decile of 3/, *-0.215 = -0.268. The equivalents of
Table 2 in the main text are shown below.
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Table B1: Effect of various policy levers on inequality and government revenue (weak response)

No behavioural effect Behavioural effect
GINI effect GINI effect
Direct gvt Total gvt ettec Direct gvt Total gvt ettec Largest HH
Change revenue revenue per £1m Change revenue revenue per £1m income
GINI GINI
implication  implication :::;222 implication implication :::g:;: change
1p on basic rate -0.134% 395 320 -0.0004% -0.146% 359 243 -0.0006% -4%
1p on higher rate -0.048% 54 43 -0.0011% -0.062% 39 17 -0.0036% -1%
1p on SRIT (basic, -0.190% 458 370 0.0005% | -0.225% 398 253 -0.0009% 4%
higher, additional)
Additional rate
threshold reduced to -0.074% 83 65 -0.0011% -0.107% 44 2 -0.0558% -5%
£100,000
| t flIS
J'S‘;rgisfoﬁ es of IS/ -0.151% 73 -60 0.0025% -0.150% 73 60 0.0025% 10%
0
Council tax revaluation -0.017% 8 6 -0.0029% -0.017% 8 6 -0.0029% -5%
Council tax rise of 10% 0.024% 188 153 0.0002% 0.028% 186 134 0.0002% -13%
Increase basic and 30-
hour elements of WTC -0.068% -84 -63 0.0011% -0.068% -84 -61 0.0011% 9%
10%
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Table B2: Effect of various policy levers on inequality and government revenue (strong response)

No behavioural effect Behavioural effect
GINI effect GINI effect
Direct gvt Total gvt ettec Direct gvt Total gvt ettec Largest HH
Change revenue revenue per £1m Change revenue revenue per £1m income
GINI . .. . . revenue GINI . . . ... revenue
implication  implication increase implication implication increase change
1p on basic rate -0.134% 395 320 -0.0004% -0.153% 327 172 -0.0009% -4%
1p on higher rate -0.048% 54 43 -0.0011% -0.074% 25 -10 0.0073% -1%
Lp on SRIT (basic, -0.190% 458 370 -0.0005% | -0.252% 343 144 -0.0018% 4%
higher, additional)
Additional rate
threshold reduced to -0.074% 83 65 -0.0011% -0.137% 9 -57 0.0024% -5%
£100,000
| t flIS
J'S‘;rgisfoﬁ es of IS/ -0.151% 73 -60 0.0025% -0.150% 74 60 0.0025% 10%
0
Council tax revaluation -0.017% 8 6 -0.0029% -0.018% 8 5 -0.0036% -5%
Council tax rise of 10% 0.024% 188 153 0.0002% 0.031% 184 114 0.0003% -13%
Increase basic and 30-
hour elements of WTC -0.068% -84 -63 0.0011% -0.070% -84 -58 0.0012% 9%
10%
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