


[bookmark: _Toc167985838]Executive Summary 
This report explores key issues with taxation in the UK, focusing on housing, personal, and environmental taxes.
	The council tax system, based on property value, disproportionately burdens low-income households and single occupants, making it regressive and unfair. Low-income families end up paying a higher percentage of their income compared to high-income households, and single occupants can pay more than larger households, despite receiving a small discount. Stamp duty adds significant costs to property transactions, discouraging buy-to-let investments and limiting mobility for those needing to relocate for work or downsize for retirement.
	Personal taxation reveals disparities between self-employed individuals and employees. Self-employed people benefit from more tax reliefs, such as deducting business expenses, but they face greater administrative burdens and lack access to benefits like statutory sick pay, holiday entitlement, and maternity/paternity pay. This creates an imbalance, highlighting the need for a tax policy that fairly addresses the challenges of both groups.
	Environmental taxes, designed to encourage sustainable practices, often prioritise revenue generation over genuine environmental protection. The heavy reliance on fuel duties for environmental tax revenue shows this issue. The government's piecemeal approach to implementing these taxes results in inconsistencies and gaps, undermining their overall effectiveness in addressing environmental problems.
	This report concludes that the UK's current taxation systems require comprehensive reforms to ensure fairness, efficiency, and alignment with broader societal goals. Adjustments to council tax, stamp duty, personal taxation, and environmental taxes are essential to create a more equitable and effective taxation system.
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This report is going to discuss some current issues with taxation. It will explore a variety of areas including housing taxation, personal taxation, and environmental taxation. According to Cox, Neumark, and McLure (2024), taxation is a system that is nearly universal across countries in which governments require individuals and corporations to pay a certain amount of money to them. The main goal of taxation is to collect funds for government spending; however, this is not its only purpose.  
Housing taxation refers to tax that is paid by individuals relating to property. Some types of housing taxation include stamp duty and council tax. In the UK, stamp duty is a tax that is charged on purchases of property or land that exceeds a certain amount. The price of the house and whether or not you are a first-time buyer will determine how much you pay, and the amount of tax to pay is determined as a percentage of the purchase price of the property (Gov.uk, 2015). Council tax is another compulsory fee on properties across Wales, England, and Scotland. The amount is set by the local authorities for each area to assist in collecting money for services the council provides (Edgington and Potts, 2024).
The areas of personal taxation that will be discussed in this report are income tax and national insurance tax. Income tax is quite simply a compulsory fee that is charged on an individual's income (Kagan, 2019), and national insurance is an additional compulsory tax that is paid from income, which helps to fund state benefits such as maternity leave, state pension, and jobseekers’ allowance (Money Helper, 2024).
The final area this report will cover is environmental taxes, sometimes referred to as green taxes, pollution taxes, or ecotaxes. They are a broad category of charges imposed by law on companies and individuals, with the goal of restricting actions that harm the environment (International Environmental Technology, 2019). 
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As stated previously, council tax is a taxation on properties, set by local authorities. There are several reasons why the current council tax system is considered unfair, with the most significant issue being that council tax is calculated based on the value of a property rather than the income of the residents (Low Incomes Tax Reform Group, 2024). This method of calculation unfairly impacts low-income households, as they end up spending a significantly larger percentage of their income on council tax compared to high-income households. For instance, a low-income family living in a modest home within a higher council tax band may find a substantial portion of their limited income consumed by this tax. In contrast, a high-income family living in a similarly valued property will pay the same amount of council tax, but this amount represents a much smaller fraction of their income. As a result, the current system places a heavier financial burden on those with less ability to pay, exacerbating economic inequalities and making it more difficult for low-income households to manage other essential expenses. 
	Another aspect of council tax that is quite unfair is that one person living alone can end up paying significantly more than a household with multiple adults. This happens because council tax is based on property value and the corresponding council tax band, so a single occupant is responsible for the full amount. There is a 25% single-person discount, but despite this discount, the financial burden remains substantial as the entire balance must be covered by one income. In contrast, a household with multiple adults, say four individuals, splits the total council tax bill among themselves, significantly reducing the financial burden on each person. For instance, if the council tax for a property is £2,000, a single occupant would pay £1,500 after the discount, while four adults would each only contribute £500.
Both of the issues mentioned above highlight the fact that council tax remains fundamentally regressive, as the current system does not calculate the tax in a manner that is equitable for low-income households. According to the Low Incomes Tax Reform Group (2024), the fairness of a tax is inherently linked to its progressiveness. A progressive tax system ensures that the amount of tax paid is directly proportional to the taxpayer's ability to pay. For instance, income tax is considered progressive because the amount owed increases with the individual's earnings, ensuring that those with higher incomes contribute more, while those with lower incomes pay less. In contrast, the existing council tax system fails to align with this principle, imposing a disproportionate burden on low-income households, as it does not adequately account for the taxpayer's ability to pay.
[bookmark: _Toc167985843]Stamp Duty 
Stamp duty is a tax that is imposed on anyone who buys a property. The amount of it will depend on the value of the house, and it will be paid off in one lump sum. This section is going to discuss a few of the issues surrounding stamp duty tax.  
According to Johnson (2024), one of the biggest issues with stamp duty tax is that it raises the costs of renting properties. The main reason this issue occurs is that stamp duty rates, specifically those aimed at buy-to-let investors, can discourage these investors from purchasing rental properties due to the significantly increased expenses caused by this specific tax. With fewer investors entering the market to buy rental properties, the supply of available rental properties decreases. At the same time, the demand for rental properties remains high or even increases, worsening the shortage. This imbalance between supply and demand leads to higher rental charges as landlords seek to offset their increased costs. Consequently, tenants face higher rents, making housing less affordable and exacerbating the strain on the rental market.
Another issue that is created through the application of stamp duty tax is that it discourages people from moving house whilst staying on the property ladder, even if the reason for the move is something important, such as downsizing when ready for retirement, or relocating for a job opportunity (Delestre, 2023). If someone is offered a job opportunity that requires relocating, they are usually required to move quite quickly and efficiently, but having the additional cost of stamp duty can hinder the moving progress. This shows that this particular tax not only hinders people financially but also has the power to hinder their lives elsewhere, with the potential to stop someone’s career progression. Also, when people retire, it is crucial that they manage their finances efficiently due to no longer earning money and only have a certain amount of pension payments to live off. Having to pay stamp duty can diminish the financial benefits of downsizing to a smaller, more manageable property, and any savings they could have had from downsizing will likely be offset by the stamp duty they have to pay, making downsizing less attractive. 
To conclude, the stamp duty tax presents significant challenges in the property market. It increases rental costs by discouraging buy-to-let investors, decreasing rental availability. It also limits freedom for individuals downsizing for retirement or relocating for work because of the financial burden it causes. This tax has an impact on both the housing market and individuals' quality of life and career opportunities, emphasising the need for a more balanced approach to property taxation.
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Income tax for self-employed individuals is handled quite differently than it is for those who are employed, and the differences between the two raise some concerns about the fairness of how they are both treated. An aspect of income tax that is considered unfair is the fact that self-employed individuals have far more tax reliefs available than employees. For example, self-employed people can deduct any business expenses from their taxable income to reduce their tax liability, whereas employed people do not have that option.  
On the other hand, self-employed individuals face greater financial and administrative burdens with their income tax (Green, 2018). This is because employees pay their income tax through the pay-as-you-earn (PAYE) system, meaning it is deducted from their weekly/monthly income before they receive it, whereas self-employed people have to complete a self-assessment in order to pay their income tax, and this can require a lot of skill and knowledge of tax laws, or paying for a professional to do it for them. This disparity highlights the need for a more balanced approach to tax policies that can equitably address the challenges faced by both groups.
[bookmark: _Toc167985846]National Insurance 
National insurance is another type of personal taxation that is treated differently for self-employed individuals and employees. The national insurance tax is quite unfair to employees because they pay class 1 national insurance and is based on their earnings over a certain threshold. Self-employed individuals pay 2 classes of national insurance, class 2 which is paid weekly at a flat rate, and class 4 which is based on their profit (GOV.uk, 2023). Although those who are self-employed have to pay two separate classes of national insurance, it quite often amounts to less than what an employee would pay in national insurance, showing inequality in how these two types of employment are treated. 
	On the other hand, there are aspects of National Insurance that are unfair to self-employed individuals as well. A significant issue is that employees gain various benefits from paying National Insurance contributions, such as statutory sick pay, holiday entitlement, and maternity/paternity pay. These benefits provide a crucial safety net during times when employees are unable to work due to illness, need time off, or are expanding their families. However, even though self-employed individuals also pay National Insurance contributions, they are not entitled to these same benefits. For self-employed people, this lack of entitlement means that if they fall ill, they do not receive statutory sick pay, leaving them without income during their recovery period. Similarly, they do not get paid holiday leave, meaning they must work continuously to maintain their income, without the ability to take paid time off to rest or go on vacation. Additionally, self-employed individuals do not receive maternity or paternity pay, which can be a significant financial strain when starting or expanding a family. The disparity in benefits can lead to financial instability and added stress for self-employed workers.
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The purpose of environmental taxes is to encourage people and companies to participate more in making the world a greener planet. However, it seems that this is not the government’s main priority. According to the European Environment Agency (2022), the primary focus of the government when implementing environmental taxes is revenue generation, rather than improving the environment and attempting to prevent further global warming and climate change. This perspective is supported by Deloitte (2024), who stated that several environmental taxes in the UK are primarily focused on revenue generation, including fuel duty and air passenger duty. For instance, research conducted by Mirrlees et al. (2011) shows that in the years 2010-2011, approximately 74% of environmental tax revenue came solely from fuel duties. This heavy reliance on fuel duties for environmental tax revenue highlights a significant issue, suggesting that the current tax system in the UK is not the most effective and is vulnerable to fluctuations if the nature of that revenue changes. Furthermore, the emphasis on revenue generation over genuine environmental benefits can undermine public trust and the overall credibility of environmental tax policies.	
Another issue with environmental taxation is the government's method of problem-solving within this particular field. Governments often use a piecemeal approach when implementing tax measures to address environmental issues, releasing new taxes incrementally as problems arise rather than engaging in forward-thinking and proactive planning. This approach means that issues are dealt with one step at a time, without considering the bigger picture or anticipating future problems. Implementing taxes on specific pollutants individually can lead to inconsistencies in the tax system, resulting in overlapping regulations, conflicting incentives, and gaps where significant sources of pollution remain unaddressed. Furthermore, it may fail to tackle the root causes of environmental problems, focusing on immediate, visible issues rather than systemic changes needed for long-term sustainability. This piecemeal approach diminishes the potential for coherent and effective environmental policymaking, making it difficult to create a balanced and synergistic policy environment. Consequently, it restricts the ability to leverage environmental taxes fully as tools for promoting sustainable practices across various sectors. Additionally, this approach can undermine public confidence in the government's commitment to environmental protection, as citizens may perceive these taxes as more about revenue generation than genuine ecological benefits. While the piecemeal method may address specific issues in the short term, it ultimately hampers progress toward achieving long-term sustainability goals and a more integrated approach to environmental protection.
	In conclusion, while environmental taxes are theoretically intended to promote a greener planet, the reality in many cases, particularly in the UK, shows a major focus on revenue generation rather than protecting the environment. This prioritisation contradicts the stated objective of such taxes and highlights the dangers of relying significantly on specific sources, such as fuel duties. Furthermore, the government's piecemeal approach to environmental taxes, in which issues are addressed reactively rather than proactively, further hinders the development of a cohesive and successful strategy.
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In conclusion, the research from this essay into current issues with taxation reveals several critical areas of concern. Housing taxation, particularly council tax, is regressive and disproportionately burdens low-income households, exacerbating economic inequalities and making it difficult for these households to manage essential expenses. Additionally, stamp duty creates significant financial barriers that hinder mobility, discouraging individuals from relocating for employment or downsizing for retirement, and contributing to challenges in the rental market by disincentivizing buy-to-let investments.
Personal taxation also demonstrates significant disparities. Self-employed individuals benefit from more tax reliefs, such as the ability to deduct business expenses from their taxable income, which employees cannot do. However, they face greater administrative burdens and lack access to essential benefits like statutory sick pay, holiday entitlement, and maternity/paternity pay, which employees receive. This highlights the need for a more balanced and equitable approach to taxation that addresses the unique challenges faced by both self-employed individuals and employees.
Finally, environmental taxes, although intended to promote sustainability, often prioritise revenue generation over genuine environmental benefits. The reliance on revenue from fuel duties and the piecemeal implementation of environmental taxes result in inconsistencies and gaps in addressing environmental issues. This approach undermines the overall effectiveness of these taxes in promoting long-term sustainability and protecting the environment.
Comprehensive reforms are essential to ensure fairness, efficiency, and alignment with broader societal goals. Addressing the regressive nature of council tax, the financial barriers created by stamp duty, the disparities in personal taxation, and the ineffective implementation of environmental taxes will help create a more equitable and effective taxation system.
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