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Executive Summary

1. Research aims and methodology

1.1 The main purpose of this assessment is to provide an initial appraisal of the practical viability of a
local land value tax (LVT) in Wales to replace the existing local taxes — council tax (CT) and non-
domestic rates (NDR) — and to identify the further work that would be required in order to deliver
such a policy.

1.2 An LVT is an ad valorem levy on the unimproved value of land, normally paid on an annual basis by
the owner of the land. Unlike most property taxes, LVT disregards the value of any improvements
made to the land, including any buildings, plant or machinery located on the land.

1.3 This research project employed a mixed methods approach, including both qualitative and
quantitative aspects. We used interviews, a call-for-evidence and literature review to obtain views
and perspectives from a range of different experts in fields relevant to LVT as well as
representatives of wider stakeholders. We analysed existing data and developed basic models of
land values in Wales to assist with meeting the objectives of the project.

2. Primary findings
Land values in Wales

2.1 Our modelling work estimates that the total value of residential land in Wales is £113.4 billion, and
the total value of land underlying properties which currently pay NDR is £27.6 billion.

2.2 Hence, land represents 48% of total residential property values (including buildings).

2.3 The value of land varies significantly across the country. Land represents just 21% of property
values in Blaenau Gwent, whilst in the Vale of Glamorgan it represents 63%. Figure 1 illustrates
residential land values disaggregated to the level of lower layer super output areas (LSOASs). The
very highest land values are concentrated in Cardiff, the Vale of Glamorgan and on the Gower.
Almost all the very lowest land values are found in the south Wales coalfield.

24 However, there are very significant differences in land values within very small localities, both in
rural and urban areas. For example, the average land value per square metre of residential property
in Newport (Pembs.) is £2,201, compared to just £855 in neighbouring Dinas Cross. In Cardiff, the
average land value in “Cyncoed 1”7 is £2,246; whilst in neighbouring “Pentwyn 2” it is £565.



Figure 1: Residential land values per metre square at the LSOA level
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Darker shades represent higher land values per metre square of residential property
Source: Authors’ calculations



A local LVT in Wales could raise sufficient revenues to replace the current local taxes

A uniform national LVT rate of 1.41% on residential land would be sufficient to raise the same
revenues as are currently raised by CT. A uniform national LVT rate of 3.90% charged on the
properties that currently pay NDR would be sufficient to replace that tax.

This would shift revenues across local authority areas relative to the current local tax regime. For
example, under the current CT regime, 6.4% of Band D equivalent properties are located in
Rhondda Cynon Taf (RCT). However, RCT only accounts for 3.9% of land values. Conversely,
Cardiff's share of the tax base would increase by 5.2 percentage points because its share of land
value is significantly higher than its share of Band D properties. The change in the distribution of the
tax base is shown in Table 1 for all local authorities where the change is at least 1.0%.

Table 1: Change in distribution of tax base between CT and LVT regimes

Proportion of Proportion of Change in
Band D residential land proportion of
equivalent value tax base

properties
Cardiff 12.4% 17.5% 5.2%
Vale of Glamorgan 4.8% 7.7% 2.9%
Monmouthshire 3.6% 5.6% 2.0%
Gwynedd 4.1% 5.1% 1.0%
All other local <1.0%

authorities

Blaenau Gwent 1.7% 0.5% -1.2%
Caerphilly 4.9% 3.6% -1.3%
Carmarthenshire 6.0% 4.2% -1.7%
Neath Port Talbot 4.0% 2.0% -2.0%
Rhondda Cynon Taf 6.4% 3.9% -2.5%
TOTAL WALES 100.0% 100.0% 0.0%

Source: Authors’ calculations

Changing to LVT would also have a significant impact on the distribution of household and business
liabilities. An LVT would be significantly more progressive than the existing local tax regime. Figure
2 illustrates the distribution of gross tax liabilities under CT in 2018/19 and under our estimate of a
uniform national LVT rate on residential properties.
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Figure 2: Distributions of gross tax liabilities under LVT and CT

o |

N

o

o

L()_

_ il
T T T T T T
0] 1000 2000 3000 4000 5000

vt [ JcT

Source: Authors’ calculations

The data requirements for implementing a local LVT in Wales are not currently met

Mapping data, property characteristics data and property transactions data are currently collected
by different government agencies. There is currently no straightforward way of linking the
geographical information in the OS land use database to Land Registry or to VOA data. The data
currently available provides a useful starting point, but the implementation of a local LVT would
require richer data on property characteristics, and the ability to link this with more precise mapping
data as well as transactions data.

Key Recommendations
A cadastral database for Wales should be established under the control of a single agency

This would bring together the land registration, mapping and valuation functions within a single
entity, as has been successfully achieved in Northern Ireland. The database should take advantage
of modern GIS techniques, as well as modern valuation methodologies (which, in turn, should
ensure consistency and transparency in valuation). This would greatly facilitate the implementation
of a local LVT but would likely have significant benefits beyond local taxation in areas such as
planning and agriculture, by ensuring consistency and compatibility of data. Initial work should be
carried out to assess the costs and benefits of such a cadastre.

A local LVT should place financial liability on the landowner rather than occupier

There is overwhelming evidence that the economic incidence of property taxes falls on the property
owner rather than the occupier. Changing the financial liability of property taxes to coincide with
their economic incidence would significantly improve the transparency of the tax system. Shifting the
financial liability from tenants to landlords would mitigate against arguments in favour of widespread
exemptions.
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A local LVT should minimise the use of reliefs and exemptions

The progressive and continuous nature of LVT (as shown in figure 2) significantly reduces the need
for reliefs to support poorer households that exists under the regressive CT regime. An LVT regime
could therefore significantly reduce the costs of exemptions and reliefs. Broadening the tax base in
this way can significantly reduce the tax rates required to raise the same amount of revenue. Where
necessary, payment difficulties relating to an LVT should be dealt with via deferrals or charges on
the land.

Consider what structure of rates would be appropriate for a local LVT in Wales

In the modelling for this report, we have considered a uniform national rate for residential land and a
separate uniform national rate for non-residential land. We have taken this approach for reasons of
simplicity and clarity. However, graduated rates (for example, through the implementation of a tax-
free allowance) could be used to increase the progressivity of LVT. Furthermore, separate national
and local rates could be used to enhance the fiscal accountability of local government. It is also
worth noting that there is no compelling economic argument for taxing non-domestic land at a higher
rate than residential land, though this feature is inherent in the current local tax regime.

Any new local tax regime should explicitly link local control over services with local
accountability via the decentralisation of tax powers

Our modelling shows that the introduction of an LVT would shift the tax base away from local
authorities in less affluent areas of Wales towards more prosperous local authorities. This is an
inevitable result of the high progressivity of LVT. It implies that the Welsh Government would have
an important role in ensuring that fiscal transfers compensate for this unevenness in the tax base.
However, the importance of national equity should be balanced against the need for local
accountability. Any LVT regime should ensure that local government has a level of responsibility
over the setting of tax rates which matches its policy powers. In other words, the debate over local
taxes cannot be divorced from wider discussions about local democracy.

Further work should be done to gather evidence on agricultural land ownership in Wales

There is no overwhelming economic rationale for exempting agricultural land, forestry or land in its
natural condition from LVT. However, the taxation of agricultural land is a crucial issue and beyond
the scope of this report. We have not, therefore, attempted to value agricultural land. We believe
that further work should be done to gather evidence on agricultural land ownership in Wales, its role,
if any, in tax avoidance and the effects of an LVT on agricultural land prices and rents.
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