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Welcome to Rating in Brief. With a
general election just around the corner,
and a hung parliament looking
increasingly likely, the three main
parties’ respective policy commitments
will undoubtedly come under greater
scrutiny. The proposed localisation of
tax-raising powers is one area of policy
which affects all business rates
taxpayers and therefore warrants
further clarification.

Under a regime of devolved tax-raising
powers, the thorny question of
equalisation arises. The potential for
local abuse of power is great, and it is
likely that regional or national inequity
will creep into the system. Unfortunately,
the political parties have failed to
address these concerns to any great
extent. Businesses deserve a better
response from the parties. With this

in mind, | am delighted to have Dan
Rogerson, Liberal Democrat Shadow
Minister for Communities & Local
Government describe, on page 3, his
party’s perspective on localisation.

As ever, | welcome your comments on any
of the opinions presented in this issue.
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Time is right for self-assessment

In the last issue of Rating in Brief | asked you to ponder a root & branch review
of the entire non-domestic rating system. After all, rating as a form of taxation
has been in existence since the Poor Law Relief Act of 1601. Four hundred years
later a consensus is finally emerging that we need the system of rating to move
with the times. In doing so, it must better reflect the needs of business and make
use of the tools and technologies which underpin so many other areas of
business and commerce.

Chief among the challenges presented by the
current system is its inability to respond quickly
to changing economic circumstances. Borne out
as recently as last year when the inflation rate
lurched from +5% to —2% within a six month
period, the five-yearly revaluation, with
valuation data already two years out of date,
failed to accurately reflect the reality of property
market values and, therefore, rate liability.

self-assessment. Most other personal and
corporate taxes rely to a large degree upon the
taxpayer assessing their liability in accordance
with the rules and practices laid down in the
statute books, and then paying their dues. So,
why should non-domestic rating be different?

Rating is now the only major
national tax where Her
Majesty’s Government
prepares assessments on
behalf of the ratepayer. In
doing so, it employs an army

of referencers to measure the

1.8 million buildings on the rating
list, and spends untold millions on the
Valuation Office Agency’s supporting
infrastructure. The reality is that much of
this work is already carried out by private
practice surveyors using the generally accepted
RICS Code of Measurement Practice, and is
paid for by the occupier.

‘Localisation is the answer!’, | hear councillors
and politicians cry. However, they have
singularly failed to answer the question of
equalisation. Until they do, any attempt
to localise the rating system at Local
Authority level will falter, and an
even more complex mishmash of
rate supplements, improvement
districts, development zones

and reliefs will result.

In fact, | would argue that it is
time for government to consider
a far more radical solution than
creeping localisation. The time
is right for occupiers to
become directly involved
in the valuation
of their property
through a process
of non-domestic
rating

At a time of belt-tightening for central
government and the State, it surely makes
sense for those in power to consider progressive
alternatives. Under a self-assessment model,
the Valuation Office Agency would check the
veracity of each assessment, in a role similar

to that of HM Revenue & Customs. Not only
would this approach reduce the cost of the
state, but it would also haul our bloated system
of non-domestic rating into the 21st century.

Time if right for self-assessment LibDems on localisation

4p supplement is a step too far!

Taxing the future

Decision time for localisation The last word



4p su

plement:

a step too far!

The decision to spend £15.9bn on the
Crossrail venture, part-funded by the
2p business rate supplement, couldn’t
really have come at a worse time for
businesses. So, | welcome the Mayor’s
decision to increase the threshold for
the additional 2p rate from £50,000
to £55,000 rateable value, thereby
protecting a further 4000 businesses
from this levy. However, don‘t forget
that most businesses located along
the Crossrail route have, in effect,
been signed up to a minimum 25-year
commitment to the 2p supplement
which will accrue a £4bn contribution
towards the cost of the project.

Does this commitment mean that, as far as
rates-based supplementary funding is concerned,
Boris's cupboard is now bare? Perhaps not.
With the ink barely dry on Crossrail, the New
Local Government Network has published a
paper which tests reaction to a proposal giving
the mayors of England’s largest cities the right
to levy an additional 4p local business rate.
Where will this end? | predict such a piecemeal
approach to creeping localisation will end in
tears as the pre-sold benefits to business of
these major infrastructure projects fail to
materialise and the 2p supplement creeps
upwards to 3p then 4p.

The creeping localisation of tax raising powers,
as represented by a ragtag assortment of
Business Improvement Districts, Accelerated
Development Zones, Business Rate
Supplements, one-off infrastructure projects
such as Crossrail and now the suggestion of

a 4p Mayoral Supplement means the elephant
in the room that nobody dares speak about is
the thorny question of equalisation. For many
businesses, relocation to lower cost
areas is back on the
agenda, and for the lucky
ones, a move beyond these
shores is fast becoming the
most attractive alternative.

Decision-time for
rates localisation

Having promoted a vision of local
authorities empowered to raise local
taxes through non-domestic rating, it
appears that the Conservative Party
may, at last, be listening to the voice of
business. Not surprisingly, the question
that has prompted a re-think is that of
equalisation: how to explain why two
identical businesses, located on opposite
sides of the same road, but under the
control of neighbouring local authorities,
should be paying different levels of
business rates.

Responding to Kent County Council’s
suggested localisation of the delivery

of health and policing services, Phillip
Hammond, Shadow Chief Secretary to
the Treasury now appears unconvinced
of all-out localisation, citing the UK’s ‘big
history of equity of provision’. However,
he still appears receptive to local
authorities raising funds secured against
future business rates receipts under the
tax incremental funding (TIF) model.

For businesses, this confused approach
has the potential to offer the worst of all
worlds: local business rates supplements
funding a plethora of local infrastructure
projects which fragment the national
service delivery experience and reduce
certainty for multi-site businesses. How
can Hammond square this with the UK’s
history of ‘equity of provision’ of which
he appears so enamoured?

The Conservative Party’s unwillingness to
articulate a cogent policy on the emotive
questions of business rates localisation
and equalisation has begun to grate
with those voters who have a vested
interest in running successful businesses.
The Party may be listening to UK plc,
but with the election bearing down on
us, subtlety and nuance are not enough.
It is high time the Tories told us exactly
what they stand for.



Liberal Democrats on devolved tax-raising powers

“We would allow
Councils to keep
more of the
business rates they
collect, and to set
the rate locally.”

o’

N

" LIBERAL
DEMOCRATS

Liberal Democrats want to turn government in
Britain upside down. At present ours is the
most centralised European state outside of
Malta, a country home to fewer people than
the London Borough of Croydon. For every
£7,000 spent on public services by government
— both central and local — only £350 is
discretionary spending by councils; 95p in every
pound is directed by Whitehall. Successive
Labour and Conservative Governments have
emasculated a system of local government
which once built the infrastructure of Great
Britain. Tramways, reservoirs, roads — you name
it, Councils sorted it. Now leading councillors
are faced with an invidious choice: adhere to
government priorities or try to do what local
people want, and face a reduction in the block
grant handed down to Councils each year.

As a first step in shifting the balance of power
from central to local government, we would
allow Councils to keep more of the business
rates they collect, and to set the rate locally.
There would still be a redistribution formula to
make sure the poorest areas aren’t adversely
affected, but the new system would allow
authorities to attract businesses through lower
rates than their neighbours, and if there was
enough local support set a higher rate to gain
revenue. The extra cash could be spent on
creating better conditions for firms to do
business in.

The thread running though Liberal Democrat
policies is the ability for people and communities
to take control over the parts of government
which affect their lives. So when it comes to
the health service, we favour putting elected
boards in charge. We would also give people
more say in the way local schools are run and
what the priorities should be for local police.

And so it is for Councils too. That's why we're
firm supporters of Business Improvement
Districts, where local authorities work with

local companies to agree an extra levy on the
business rate in order to achieve a particular
end. If the scheme doesn’t persuade the
business community or doesn’t deliver on its
promises, it can be rejected by those who pay
the levy. In the same vein, we campaigned hard
against the Government’s decision to stop
businesses getting a ballot on the new Business
Rate Supplement. Why be afraid to let people
have their say?

Fundamentally, we are talking about trusting
companies, Councils and individual communities
to decide how best to raise revenue from
business to deliver services and infrastructure
with the cash.

The business community — whose relationship
with local authorities has often been justifiably
fractious — feels nervous about handing these
powers to Town Halls. The opportunity to be

different means Councils might get
things wrong.

Yet it's our strong conviction that while local
control might not be as neat as national
solutions — just as democracy is messier and
more raucous than autocracy — centralisation
has failed.

Localisation of business rates is just one tile in
the mosaic of the very different Britain which
Liberal Democrats want to build. When things
go wrong, people must be held to account;
when a town or city or village finds a good way
to do something new, their neighbours should
be able to copy the idea without permission
from a minister in Whitehall; and if the local
economy needs a boost, Councils should have
more levers at their disposal to get trade going
again, by cutting business rates or stimulating
demand with a lower local income tax.

Qurs is a different but more trusting approach.
In essence, we have more confidence that
people will boot out councillors and parties
who get things wrong than we do that
central government will ensure Councils

get things right.

Dan Rogerson, MP for North Cornwall,
is Liberal Democrat Shadow Communities
& Local Government Minister



Taxing the future

The 'mothballing’ of the Corus steel works on
Teesside suggests that the struggle between our
industrial heritage and our digital future may
almost be over. As industrial Britain wilts, politicians
must focus increasingly upon the infrastructure
needs of the future. Near to the top of the
priority list is a UK-wide, high-speed, fibre optic
communications network, providing us with the
capacity to lead the digital global economy just
as our forebears led the industrial world.

Its deployment, serving all UK residential and
commercial properties, could cost in the region
of £30bn. By any measure, this represents a
major national infrastructure programme,
creating a services market of immense
proportions. And therein lies the problem.

The market appears heavily skewed in favour of
incumbent network providers. The apparent

advantage being gained by BT in respect of the
level of business rates charged per kilometre of
fibre appears unreasonable. Whilst BT pays £15
per fibre pair/km, new operators will pay in the
region of £250 for their first kilometre. This

The last word.

Cash-strapped local authorities are facing a
torrid time as they seek to balance the books
and maintain service levels. Casting an eye
around the country, it is clear to see that
innovation is the order of the day. Beyond
complex schemes such as the questionable use
of ‘charitable trust status’ to avoid rates on
council property, charges for car parking, vermin
control and residential planning advice are
being increased, and some councils are even
considering the commercial sponsorship of
wheelie bins! With a substantial local council
cost base to support, times are indeed hard and
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discrepancy has been described by Eurim, a
parliamentary-industry discussion group, as
the sector’s “biggest single barrier”. One small
service provider, Vtesse, therefore appears
justified in seeking leave to appeal its case
before the UK Supreme Court.

Yet, the irony is that the arguments being
presented by all sides in regard to rates per
kilometre of fibre are missing the point entirely.
Data travels at near-light speed across a fibre
optic network. Whilst the length of a piece of
fibre may be important to how the technology
works, its length in regard to rateable value is
irrelevant. The difference in quality of delivery
across network nodes of varying lengths is
almost imperceptible. Thus, rate per fibre
pair/km is the wrong measurement criteria.

The opposing sides appear content to shoehorn
a 21st century rating problem into a piece of
tax legislation first conceived of in the 17th
century. This will inevitably limit the potential
to reach a fair and equitable solution. Fresh
thinking is required. Regardless of the party in
control after the election, for the sake of this
industry, a review of fibre rating cannot come
soon enough.

no potential source of revenue is sacred.
Anything goes, in the name of revenue
generation.

Fast-forward to the next parliament and, if
we're not careful, the solution could become
much more obvious. Instead of all this local
scrimping and saving, which tends to upset
the residents, wouldn't it be easier and more
cost efficient to charge the local business
community another penny on their business
rates? They'd never notice, and they don’t
have a vote anyway. Pure genius!
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