CONFIDENTIAT,

HON-DOMESTIC RATE POUNDAGE 1991-92
In the attached minute, Mr. Patten recnmmends full 1ndexat1&n,
rather than under=- 1nd&xat1ﬂn of the nnn-dum&stic (business) rate

poundage for 1591 92, If implemented, business rate bills would
rise, on averages, hy around 10.9 per cent next year.

The proposals have been agreed with the Chief Secretary and the

Walsh Sacretary.

Business in general has done well out of the new non-domestic
rates system. The business sector made a lower percaentage
centribution towards the huge increase in local authority
gpending in 1990-91 than the general taxpaver (through grant)
the cammunitf_gﬁggéﬁ payer. Business will also be better off
naxt yéar than would have been expected under the old regime.

That said, there is likely to be a hugtllc rcactinn to full
Jnﬂexatlan of the nan-dmmeutlc rate puundaqc next yvear. The date

of 1ndexat19n fscptcmhcr rpi) will cn1n4iée Wwith more or less
pﬂﬂk measured inflation. Moreover, many businessea will face
Eiill ﬁigaé;-ina}eases because of the transition provisions (to
smecth the EEEngE_Eh"ﬁ éingle poundage and the revaluation).
Some small businesses will see rises of up to 26 per cent next
Year {lafﬁﬁ_EUSLHESEEa up tn 31 per nant]. That is quite a

hurdle for the individual hUElHEEEEE concerned (though of course
other businesses will see reductions in their rates bills).

Nonetheless, I recommend vou support the proposals. Under—
indexation in the first year would be an unfortunate precedent.
Tt would simply transfer the burden of paying for local
government frem business to the genaral taxpayer. And it would
in principle make it easier for business to accommodate high
wage increases - though rates are only a very small proportion of
busginess cogts,

Centent to approve the full indexation of the non-
: domestic rate poundage?
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BARRY H. POTTER
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