10 DOWNING STREET
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THE PRIME MINISTER 26 August 1988
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“  phank you for your letter of 3 August about the

harmonisation of business rates.

I have taken careful note of all that you say about the

4 for prompt measures to ensure that th2 rates bills on

nee
+h those south of the

Scottish business are not out of line wi

Border, In our Green Paper "paying for Local Government" we

made clear that we Saw advantags in moving to a common non=

domestic poundage in all areas and since then our policies

have been aimed in tha We have no intention of

t direction.,

going back on what we have set out to accomplish.

I do however think that we have to be realistic about ((

giming. . As I explained in my laetter of 1 July to

Mr. Macpherson of the Association of Brit

Commerce, the Jiscussions on the harmonisa
between the Scottlish Assessors' Association and the Inland

yation Office have made significant p

ish Chambers of

tion of values

Revenue Val rogress. I
lready been

your acknowledgement of what has a

am grateful for
area but there will still be work to be done

achieved in this
after 1990. The issues, are too complex to be resolved in *
te wight.,

only a year or S0 and it is important that we get
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You can however be assured of our resolve to see thropgh

the programme of reform on which we have embarked.
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I hive szen cppies of your correspondence with

. Council of the ABCC and write with partic:larc
1 Julv to emphasise ané develc: points which
Scottish and United Kingdom contest.
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The whole point of UBR is to lead towards level playing fields by removing
such distortions which can be described as a form of negative regional
policy. We accept that correction of anomalies is not always comfortable
since some gainers and some losers change places but we l*olieve that srompt
zction can be taken to overqgome administrative difficulties. We would welcome
statement of when you would hope to achieve a UK wide UBR? which w would
ike to see in place at the same time as the reforms are implemented in

Znglznd and Wales.

[T

«2 would like to see accelerated progress towards farmonisation not to
<ndecrmine what has already been achieved, and which w welcome (such &s the
Zecision on the decapitalisation rate of intecest for BP plant); but to avoid
the dJamage that will occur to the UBR concept and to other Uk policies il it

does not cover Scotland from 1990.

stence of separate bodias of statute and case law coulé casily &

The existe
[ 3 b identifyinrg which takes ciority - thege is already scope for
idence where comparable evxde nce 1s not avallable in Scotlandé. The
sessors could even be transferred as public scervants, answerable to
ty of State, from Scottish Regional Councils to the Inlané Revenue
ffice; or altecnatively, since they have much current razins
Xperience and considerable numbers of able s3taflf to undertaie
luation; since valuations are about relativities al] thas metters
ciples are appiied consistently.

Separzte tavation of Scottish businesses is inconsistent with the concept of &
cnitary state and cannot be justified as cquid, pro quo for different par Tepita
lzvels of centrally funded expenditure which is usually tahe reflact

verngent priorities and assessment of neads. The oo .

niiture comsarisong are diffezent to teke account of

%

iz tns countries and &dministrative cregions which
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G The ef
public expenuxture to compensa
more to create a level plaving field than the eztzhlishment of an

ct of level playing [fieclds can oniv be
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-22nticel level of centrally funded public expenditire per capics &cross the
ir
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A= All-Britaln Uniform Business Rate.

Welcome to GlaAdow., We &re alwaya delighted when you find time in your busy
acheduls to. vLuJ.t QUr great city.

1 thank you~-£vr~xour ‘lecter of 26 Auquat and welcoie your assurinces of your

resolve to: mew ‘through the programme of cating ceform on which you have
embarked.

However, sinoa T last wrote buuincas out.tage hay increased and thare has heen
‘ concerted madfa coverage on the subdect of UBR, This stems lacgely from an
‘end of term" -interview which the Scottish Office Minlster of G&tate with
responsibl Lty-forlocal govarnment finance gave to tha Glasgow Herald and the
Scotaman, In the interview Mr Lany ctated that it was mote a question of
"{f" cather than "when® a UBR would be {ntroduced Lo cover Scotland. Ther ¢
have been woreying- fndications Lhat somm Cabinet colleagues are opanly hostile
to the introduecien of an United Kinqdom UBK, Also that gome civil servants
sre opposed to -the concepr and as anch have been ralsing objaections and
causing delays. =

While wWe ace weall aware of the complexitien of harmonlsation they can easily

ba  ce3olved ~given- the political wil)l to f{natruct anseasors and district
valuarn on .pednats. of principle and practice, bLacked up by statute ay

neces sagy. The GSacretacy of Stacte for Scotland now has the power to make
‘tules® about: valwations during Lhe Lranaftiona) peciod. We are greatly
Cuncecned - that - barmoaisation ' will Decome Lhe ex Cu sa for delay (n

implemcntation of..a UK wide UUKR especially {f othecs lack your resolve for the
programmg of reform on which you have cembagked.

U thece hds’ o be any dulay in infroduction then it is impoctant thal.
scottish busfnetisds ace not disadvanliaqed after Lhe introduction of a UBR in
Cngland 1n 1990, particularly wWith the proupééts for the Single EuroJ;eur)

Macket an 1992, - ar the Jaur election, when Lhere wan a ofgnificant lacr of
sappot! for the Conservative Parely v SeovYand, the businesa communily
. romained Joyal--and csupportive, That  lTayalty «ill Ixw rested to the extrem: if
buainest=8 (n Scotland aAre taxed Lor any length ol Lime At a higher cate than
Lheir ':mmterpart-sout:h of the txider, The present peoposed [ndoxation with

ner of ‘serate-which Includesz *wlawback® a5 pot qood enough by comparison
with “\'l'lsh UER - om cevaluail o propotals,

G Y T




We all wish "BxX"HIRY oh lacd Youag's "lavel playing fleld" but {t willl take
someone of’ your“proven ability to achiave radical reCorm by smoothing out somc
of Lhy large bumps with 2 tollet and then removing vested interests by banging
together a few recalcitrant heada. :

Matrars to.do- mitH- harmonisatfon can vasily be resolved givan political will
to decide whether to adopt Scottish or knglish practice {n each lnastance and
the main areas of diffarence must have been identified by now. Alternatively
a UK UBR at the lavel of the Faylish UBR could be imposed in 1990 even it
Scottish valuations had not baen harmonised. This would causa less pain to
Scottish business than the present divided systom aince - all WX business
premives would have been revalued on the basis of recent market rental
evidance, while for tha large plant operators ex{ating discrepanc{es wouj)d be
rdged LY the relatively lower cate poundaqe. Any consequential adjustment in
Public expenditure wnuld bu part of the price of level playing fields and
could be justified on a once and tor al) basis.

Prime Hiniaznffifbniﬁht you are addreasing a lacge audience of industriallsts
and buginessmen based Ln Scotland. ™is 18 a marvellous opportunity for you

Lo upecify the timetable for refonn demongtraling your Government's commitmant
to an effeative UK wide Uniform Business Rale by 1990 oc 1992 at the latest.

B SUOR N R Mw\\j\ _

David 2 Campbell.
Preajdanc.

-




i 1 a\\. \.", I | e J IHD L/;.j:,"\,'.’n( V) b
: & i [

SUirscan it Conesus:
’ : .. . ! % (= Nats T
& R i S SOk
10 DOWNING STREET |
./\c_’t,l.q-\ (/éC -E))(:) '._:

Jnd

LONDON SWIA2AA _ ¢
Pt Kvhaow

e
9 September 1988

iy [ A'“""""' " ;
c LA //’g{_ e ',/7‘.
9’_\_7. J: td-h :"f\-‘L

THE PRIME MINISTER

€.

i;i)CCL~ /:]L . <2LA&F 011(‘

(// Thank you for your further letter about business rates.

May I first reiterate what I said to you in my OWND letter

of 26 August: "In our Green Paper "Paying for Local
Government" we made clear that we saw advantage 1n moving to a

common *‘non-domestic poundage in all areas and since then our

. policies have been aimed in thatidirection. ~We have no

going back on what we have set out to

intention of

accomplish.".

~

I understand your concern that the rates bills facing
!

Scottish business should not be out of line with those in the

South. And I am most anxious to ensure that you are treated

fairly compared with others elsewhere in Britain. The

harmonisation of valuation is onc aspect of the problem and it

is under consideration now. As I went on to explain in my
£

Tetter of 26 August; ‘“he issues here are complex and i€ is

important to get the right solution.

also concerned at the underlying problem of high

been one reason for the

I am
local authority spending, which has
\ level of rates you pay. We have to consider that too. The
. \ new community charge arrangements

| more moderate spending policiles.

should of course produce

These and other aspects must and will be looked at

together. Malcolm Rifkind and I will be taking a very close
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. personal interest: in any further action that may be necessary.

And let me repeat my earlier assurance of our resolve to see

through the programme of reform on which we have embarked.
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David Campbell, Esq.




