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Purpose of Report 
The purpose of this report is to update members on the Council Tax collection 
levels, explain why Council Tax collection dropped for the 2006/7 financial 
year and advise on what is being done to improve figures in the future. 
 
Recommendations 
Members are requested to note the contents of the report and the steps being 
taken to increase Council Tax collection in the future. 
  
Consequences for the Revenue Budget 
Improved collection of Council Tax has a positive impact on the Council’s 
financial position.  
In targeting all monies due to the Council, including previous years arrears, 
income to the Council is maximised and increases in Council Tax can be kept 
to a minimum. 
 
Contact Officers 
Richard Paver City Treasurer     234 3564 
E-mail   richard.paver@manchester.gov.uk 
 
Julie M Price  Head of Benefits and Council Tax   953 8202 
E-mail   j.price2@manchester.gov.uk  
 
Background documents 
 
Annual Council Tax collection figures 
Revenues Service quarterly reports 
 
Wards Affected:  All 
 
 
 
 

mailto:j.price2@manchester.gov.uk


Implications for: 
 
Anti poverty  

Maximising the collection of Council Tax increases the funds available 
to the Council to fund all its services, including the provision of debt 
advice to those residents with debt problems. 

 
Equal Opportunities 

Vulnerable individuals and groups are provided for within the Council 
Tax legislation and are otherwise considered on an individual basis. 
 

Environment 
 None directly 



1. Introduction 
 

The 2006/7 national Council Tax collection figures were published on 
19 June 2007. As the current level of performance is below the 
collection target set by the Council for in-year collection levels, an 
urgent report was requested by Councillor Mary Watson, the Chair of 
the Scrutiny Committee. This report is to provide an explanation of the 
performance result, the financial impact on the Council and the current 
position in respect of Council Tax collection. 
 
In 2006/7 the Council collected 87.3% of the Council Tax raised and 
due to be paid within the financial year. This is a Corporate Health 
Performance Indicator (BVPI 9) and is covered as part of the main 
Comprehensive Performance Assessment process.  

 
This report will provide members with: 
• Background to the Council Tax collection levels covering in-year 

collection and the overall debt and arrears position;  
• An explanation for the drop in in-year performance during 

2006/7, in particular the impact of the main Council Tax and 
Benefits computer system change; 

• A comparison with the performance of other councils that have 
recently changed their processing system; and 

• An up to date position in respect of current performance. 
 

2. Background  
 
2.1 Contextual information 

The Council has 207,000 domestic properties that are liable for Council 
Tax. After various discounts, exemptions and Council Tax Benefit, the 
amount due to be collected within 2006/7 was £107.03 million. 
 

2.2 Performance Measures 
The BVPI measures the percentage of the £107.03 million that the 
Council collects between 1 April 2006 and 31 March 2007. Collection 
does not stop at the end of the financial year but continues for as long 
as it is cost effective. In the long term, collection is expected to be 
around 98%. However, this takes several years to achieve. 
 

2.3 Annual Performance Results 
Significant improvements had been made over recent years with 
incremental improvement over 5 years up to March 2005. The graph at 
Figure 1 shows the percentage of Council Tax collected since 2000.  
 



Figure 1 – Graph showing the Council Tax collection rate. 
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2.4 Overall Arrears figures 

As stated earlier, the Council continues to collect outstanding arrears 
after the end of the year they accrued. During 2006/7, outstanding 
arrears for 2004/5 and 2005/6 reduced by £5.8 million. The use of 
bankruptcy proceedings has been extremely effective with over £2.2 
million of old debt collected from people who failed to make and 
maintain repayment arrangements when given the opportunity. Around 
£45,000 is collected every month from people owing Council Tax from 
before 2001. 
 
The Council had outstanding arrears of £42 million at 1 April 2007 
some dating back to 1993 (already reduced to £39.5 million). The table 
below identifies the collection rates and arrears levels of other large 
councils as well as the average arrears per property. The lower this 
figure is, the better the Council is at collecting arrears and reducing the 
overall amount due to the Council. It is likely that effective arrears 
collection impacts on taxpayers’ ability to pay the current year as their 
available funds are reduced through attachments of earnings and visits 
from the bailiff. 
 
Figure 2 – Table showing outstanding Council Tax arrears 
Council Number of 

properties
Collection 

rate 
Outstanding 

arrears 
Arrears per 

property 
Liverpool 211,000 95.6% £81 million £383 
Birmingham 416,000 92.4% £73 million £175 
LB Lambeth 127,000 92.6% £49 million £385 
LB Hackney 95,000 90.5% £45 million. £473 
Manchester 207,000 87.3% £42 million £202 
LB Hounslow 90,000 94.6% £32 million £355 
LB Waltham 
Forest 

96,000 94.5% £29 million £302 

LB Haringey 99,000 93.8% £29 million £293 
Sheffield 232,000 95% £26 million £112 
Salford 104,000 88% £21 million £202 
Bristol 179,000 96% £18 million £100 
Leeds 325,000 96.4% £18 million £55 

 



Apart from Liverpool and Hackney, the other councils have lower levels 
of deprivation than Manchester. Consequently, they collect more 
Council Tax each year and should transfer less to the arrears. 
Manchester City Council has a policy to only write off arrears if the 
debtor has gone away and all tracing efforts have failed or where the 
debtor has died and there are no assets within the estate. 

 
3 General issues affecting the collection of Council Tax 
 
3.1. Deprivation 

Council Tax collection in Manchester has never been easy. There is a 
direct correlation between deprivation of the population and the amount 
of Council Tax collected, so as the third poorest Council in the country, 
it is unsurprising that the collection rate is lower than many more 
wealthy cities, towns and London Boroughs. 
 

3.2 Low income 
A significant number of people in Manchester rely on Incapacity Benefit 
or low wages topped up with Tax Credits. If they choose not to pay 
their Council Tax, collection becomes very difficult. It is not possible to 
get direct deductions from Incapacity Benefit and tax credits, and 
wages (when people give us the employer details are often so low that 
an attachment of earnings does not collect enough to make any impact 
on the arrears). There is often very little for the bailiffs to levy on and 
the debt is returned to the Council. The final sanction, committal to 
prison is wholly ineffective due to the Magistrates unwillingness to 
apply it, even where non-payment is obviously deliberate. There is a 
small hard core of non payers who pay nothing from year to year, have 
a continually increasing level of debt, but are able to avoid all the 
Council’s attempts to collect what is owed. 
 

3.3      Council Tax Benefit 
In real terms, £700,000 less Council Tax Benefit was paid out to the 
people of Manchester, increasing the amount that had to be collected 
just to maintain last years performance. The £39.7 million paid out in 
2006/7 is significantly less than Liverpool, who paid out £51 million in 
the same period. Over the last few years, fewer and fewer people have 
been entitled to Council Tax Benefit. Only people who receive Income 
Support, Guaranteed Pension Credit and Job Seekers Allowance 
(Income Based) receive full benefit. All others including those in 
Incapacity Benefits and Pensions may be required to make a 
contribution or pay their Council Tax. In addition, Manchester has lots 
of people who move in and out of employment or are on low incomes 
topped up with Tax Credits, which may take them just above benefit 
threshold levels. Collecting Council Tax from these residents increases 
the complexity of the task. 
 
 
 
 



3.4  Transience 
Manchester has a very high level of transience within the population. 
The more people move around, the harder it is to bill them promptly 
and pursue them for non-payment. The Council is tackling this issue by 
improving the way existing intelligence about property occupations is 
used and having better liaison with landlords. 
 

3.5      Increasing numbers of domestic properties 
Since the year 2000, there has been an 8% increase in the number of 
properties from 191,000 to 207,000. Many of these have been 
purchased for the short-term rental market, increasing the levels of 
transience and the complexity of accurately and promptly administering 
liability. In addition, many of the new properties are apartments that 
have reduced or managed access arrangements, making it difficult for 
Council Officers and bailiffs to gain access. 

 
4 Issues impacting on 2006/7 Council Tax collection 
 
4.1 Implementation of the new system (Academy) 

The decision to replace the old computer system with Academy was 
one that was forced on the Council by the previous supplier who 
decided in 2002 to withdraw from the market and no longer support 
their product.  

 
The improvement in the collection rate (shown in figure 1) continued 
through 2005/6 until October 2005, when the Council started the 
implementation of the replacement processing system for Council Tax 
and Benefits (Academy). At that time a collection rate of 91% or more 
was predicted. However, all recovery action against non-payers was 
suspended at the end of October, as it would not have been possible to 
support any court action stemming from reminders and summons 
issued after that time.  
 
It was known for some time in advance when this suspension of 
recovery action would take place so every effort was made to ensure 
recovery action was advanced as possible by October 2005. Bailiffs 
continued to chase people with outstanding arrears throughout the 
period when other recovery action was suspended. 
 

4.2 Delayed recovery action 
The old computer system was turned off in mid December 2005 and 
the new system started working from late January 2006. All the 
emphasis in February and March 2006 had to be on ensuring that staff 
could work the new system and that the annual billing process worked 
properly. The main focus had to be to get the new bills out in March for 
the 2007/8 financial year. 

 
Normally, the first reminder notices to non-payers would have been 
sent out before the end of April 2006 and the first summons by the end 
of May. Because of the need to understand, test and operate the 



recovery aspects of the new system, it was not possible to issue 
reminders for current year debt until the end of June 2006 and 
summons by the end of July. This delay in starting recovery action had 
a significant impact on the ability to collect the current years Council 
Tax in the current year, as there were two months less in the year to 
collect it. Anything collected after the end of the financial year does not 
count towards the BVPI, even though significant amounts continue to 
be collected. 
 

4.3 Delayed issue to the bailiffs 
Once a liability order is obtained from the Magistrates’ Court the most 
common method of enforcement is by passing the debt to the bailiffs to 
enforce. In 2004/5, the bailiffs collected £2.1 million.  
 
The Council Tax service had cases ready to go to the bailiff in August 
2006, but no cases were passed until December 2006 due to complex 
issues surrounding the automated interfaces between the Council and 
the bailiff companies who collect on our behalf. It is estimated that 
around £800,000 was not collected in 2006/7 because of this delay. 
Since the end of March 2007, £800,000 has been collected by the 
bailiffs, the vast majority in respect of debt passed to them last financial 
year. 
 

5  Comparisons with other councils 
 

Comparisons with other Councils are not easy due to the impact of 
deprivation on the collection rate. However, the table below shows the 
effect of implementing a new system on the percentage collection rate 
of other large councils. 

 
Figure 3 – Table showing the collection rates of selected large 
councils over the last 3 years 
Council 2004/5 2005/6 2006/7 +(-) 
Bradford 95.2 95.2 91.8 (3.4) 
Manchester 90.3 89.1 87.3 (3.0) 
Salford 90.6 87.1 88.0 (2.6) 
Birmingham 94.9 94.0 92.4 (2.5) 
Blackpool 95.7 95.9 93.3 (2.4) 
Rochdale 96.5 96.6 94.6 (1.9) 
Tameside 97.3 97.3 95.9 (1.4) 
Sheffield 95.6 95.2 95.0 (0.6) 
Leeds 96.1 96.3 96.4 0.3 
Bristol 95.3 96.0 96.0 0.7 

 
It is worth noting that 8 out of the 13 councils in the Association of 
Greater Manchester Authorities reported reduced collection rates for 
2006/7 compared with 2005/6. These reductions ranged from 0.1% to 
2.6%. 

 



6.  Action taken to improve in year recovery levels 
 
6.1 Current initiatives 

Since the middle of March 2007, the following action has been taken to 
help maximise collection of current year debt and previous years 
arrears: 
• Prioritised customer contacts that update their Council Tax liability; 
• Issued the first reminders in early May and the first summons by 

late May; 
• Increased the numbers of direct debits by around 7% from 63,000 

to 67,160; 
• Sent out a flier with all bills and reminders, putting the emphasis on 

making an arrangement for the current year with an affordable 
amount going towards previous years arrears (if any); and 

• Increased the number of staff answering the telephones. 
 
6.2 Telephone service 

Since January 2006, the Revenues Service has been undertaking a 
six-month trial of a 24-hour automated information service. This 
service, combined with an increased number of staff answering the 
phones means that around 50% of all incoming calls are being 
answered compared with around 10% of all calls through much of 
2006/7. In addition, around 5,000 customers a month are having their 
requirements met by: 
• Leaving their details so that forms can be issued to them; or 
• They are called back; or  
• They get straight through to the automated payment line; or  
• They require general information that is provided by the automated 

service. 
 
7. Current position 
 
7.1. Arrears collection 

Significant progress has been made in collecting the outstanding 
arrears from 2006/7 with £1.5 million already collected towards the 
outstanding amounts from the 2006/7 financial year (along with a 
further £800,000 from earlier years). After just 10 weeks of 2007/8, 
89.1% of 2006/7 Council Tax has now been collected, matching the 
performance in 2005/6. 

 
7.2 Current year collection 

Figure 4 below compares the collection rate at the end of May 2007 
with the rate at the same time over recent years 

 
Figure 4 – Table showing Manchester City Council’s collection 
rate at the end of May for the last 4 years. 
 2004/5 2005/6 2006/7 2007/8 
Collection rate at the 
end of May 2007 

17.18% 17.85% 16.18% 17.61% 



  
In straight cash terms (after adjusting for the 2.77% rise in the Council 
Tax from April this year), by 18 June 2007 the Council has already 
collected over £3.5 million more than up to the same date last year. 
This clearly shows that the decrease in the collection rate since 
October 2005 was a temporary situation caused by the implementation 
of the new system. 

 
8.      Conclusions 
 

The decision to change systems was forced on the Council by the 
previous suppliers withdrawal from the market. It is clear that the 
introduction of a new Council Tax computer system often has a 
significant impact on the Council Tax collection rate for the next year or 
two. The result is made worse for Manchester because of the relatively 
low collection rate, caused principally by the high levels of deprivation 
in the city.  
 
Delayed recovery action and work backlogs were a direct result of the 
implementation and the principal reasons for the dip in performance. 
Significant improvements have been made already this year and early 
indications are that around 90% of the current year’s Council Tax will 
be collected by 31 March 2008. The money not collected during the 
financial year is not lost to the Council. Recovery action continues 
against even the oldest debts until all possible avenues are exhausted. 
 
The 5-month delay (from July to December 2006) in issuing cases to 
the bailiffs had a significant impact on current year Council Tax 
collection. However, they have now collected more cash from cases 
issued to them in 2006/7 than they collected in the whole of 2004/5 or 
2005/6. Overall, the Council has now collected 89.1% of the 2006/7 
Council Tax. This matches performance for in year collection for 
2005/6, again reinforcing the impact that delayed recovery action had 
on the collection levels within 2006/7. 
 
There are a number of residents who do not pay their Council Tax and 
whose earnings and benefits cannot be attached. These residents do 
not have any assets and many know how to avoid the bailiffs. In 
addition, Magistrates are extremely reluctant to impose the ultimate 
sanction of imprisonment for willful non-payment. As a result, the debt 
for this section of the community increases year on year. Requests 
have been made to the Local Taxation Policy Advisor within central 
government, to request that legislation is amended to allow deductions 
from other benefits, including Incapacity Benefits and Tax Credits. This 
move would reduce the reliance on bailiff activity and would ensure that 
payments could be secured in the majority of cases. 

 
Richard Paver 
City Treasurer 
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