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THE PRIME MINISTER 
26 August 1988 
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Thank you for your letter of 3 August about the 

harmonisa.tion of business rates. 

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

need for prompt measures to ensure that the rates bills on 

Scottish business are not out of line with those south of the 

Border. In our Green Paper "Paying for Local Government" we 

made clear that we saw advantage 
in moving to a common non-

domestic poundage in all areas and since then our policies 

have been aimed in that direction. 
We have no intention of 

going back on what we have set out to accomplish. 

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

1\ timing. As I explained in my latter of 1 July to 

Mr. Macpherson of the Association of British Chambers of 

Commerce, the discussions on the harmonisation of values 

between the Scottish Assessors' Association 
and the Inland 

Revenue Valuation Office have made significant progress. 

am' grateful for your acknowledgement of what has 
already been 

achieved in this area but there will still be work to be done 

after 1990. The issues, are too complex to be resolved in - 

only a year or so and it is important that we get it right. 

• 



You can however be assured of our, resolve to see thropgh 

411 	the 
programme of reform on which we have embarked. 
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David Campbell, Esq. 
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Harmonisation of Local Authority Rating Throughout the UK 

n a '.*.e seen c,,op i es of your co r r e spondence with the Cha i r man of L he 	atiora 
Counci 1 of the ABCC and write with par ticAar reference to your 1 etter 
1 Jul. to emphasize and develop poi nts wch should be kept in mi ;id in 
Scot :i sh and United Kingdom context. 

The 	in danger is that the United Kingdom ...i 11 become obviously 	ided ae a 
: 	of di f fernt rate poundages in Scot la n3 and UER England. 	This wi 

a ggr a ..ate d by increasing di fferences in 'rates charged per square foot of 

premi ses which is the signif leant rat io for companies in compet i tion 
n each other or deciding to relocate. 	The mJch vaunted in te r m protect i 

f ro.7. increases above the rate -of i nf 1 at ion in Scotland in not signi f icant when 
wi h the prospects of suhstant i a 1 sa v ings to other bun i nesoo:: 

el 	ew here as a result of rev a Iua t i'on co recti ng a noma ! 	and d r to rt ion. 
ve persisted for many years south of tl..e horde:. 	In any case 

e 2 ry of State for Scot 1 a 	has de... ded to make Scot i sh c.i:mpanies 
n..o to pay e x ce sni vely 	nclud i 	clawbac;: 	it i 

ng counci Is in the ha 	rot.? fo: : )89.CI.-Jw!.ack, it 
s:nifi.:ant distortion, to 	 of 	guidance .-ircul;:r, 

rates in seve:al auth%: i t en are signif i cant Iy higher 

4t.lt indostrial derating nem)nntr•ates a Gove:nment 
,.:. 	lua 	and 	rat o.1: 	::id 	at 	!eJsL 	40. 	out 	of 	! ne 
: 	proport : es in Erv.; ! an• 	W a 	. 

I •:_s 	f i 	. 	 •••••-: 
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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 believe that prompt 

action can be taken to oversome administrative difficulties. We would welcome 

a statement of when you would hope to achieve a UK wide UP2 which 	would 
like to see in place at the same time as the reforms are implemented in 

England and Wales. 

We would like to see accelerated progress towards rarmonisation not to 

.:ndermine what has already been achieved, and which wv? welcome (such as the 

decision on the decapitalisation rate of interest for BP plant): but to avoid 

the damage that will occur to the UER concept and to other UK policies if i: 
does not cover Scotland from 1990. 

The existence of separate bodies of statute and case law could easily 

resolved by identifying which takes priority - there is already Scope for 

English evidence where comparable evidence is not available in Scotland. The 

Scot:ish Assessors could even be transferred as public servants, answerable to 

the Secretary of State, from Scottish Regional Councils to the Inland Pevenue 

valua:ion Office; or alternatively, since they have m2ch current 

valuation experience and considerable numbers of able staff to unde:tal:e 

English revaluation; since valuations are about relativiies all that matters 

is that principles are applied consistently. 

Sepa:ate tc-lation of Scottish businesses is inconsistent with the concept of a 

unitary state and cannot be justified as quid .pro quo for different per capita 
levels of centrally funded expenditure which is usually ta;:en to reflect 

gi'vern:7ent priorities and assessment of (11.-33. 	The col 	::.t; of t.pblic 
expen.4.iture comparisons: are different to take account of v.arying circ:.:mstances 

in tne countri•es and administrative regions which ma'f:e up the Unfted 
Kingd:m. 	The effect of level playin fields can only be .1cievei by varyinq 

a7.)unI5 of public expenditure to compensate for underlyinq vriations. 	A 
d:es more to create a level playinq field than the . eztablishment of an 
cal level of centrally fun.7.B.d public expenditure per capita across the 

Tnite,:f Kingdom. 
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%;- 	Al 1-Britain Untrorm business Rate.  

Welcome tO G1 ahgow. We are alwayn del ight ed when you f ind time in your busy 
a cheduls to 	44r great city. 

• 
I 	thank you—firr• your qet ter oe 76 Auicnt Ant.) welcome your as bu ranee& of your 
resolve to , elm ht o ugh the programmn nC tAti ng reform on which you have 
emlos rknd . 

However,  , Sinoa I last wrote buui nos outrage ha v increased and there has been 
Con cer ted Mildia °overage on the subject of UAR. 	This stems largely from An 
'end or 	 -inberview which the Scot ti sh Of f ice Minister of State with 
r capon ni bi lity-tor 'local goVernment finance gave to the G1 asg ow Herald a r4 the 

	

cotaman. 	In the interview Mc Lang etated that, it was more A question of 
E 	rather than *when' a uaR would be int reduced to cover scot land. 	There 

hdve been worrying. indications that some Cabinet col leagUes are Openly host' le 
to 	the introduetion . of an Unit ed <tnqdom UBH. 	Al Ao that some Civil be rvant .1 
a re oopsed ti the concept and nA such hd ve been rat sing objections and 
causing delays. 

While we ace Well Aware of the complexiti en of harmonisation they can easily 
bo 	re 3olve4 giver tho pol it ical will to 1 nntruct ante/liars and di st r Lc t 
v4 luarn on i5e.i.nts of principle and pract ice, 	backed up by atatUte av 
nvCe3 	y. 	The 0ecreta cy of Sta to for 5cot land now hoz the power to make 
" rule 	abrout- valuations dur inn the tranni ( Iona ) (;eriod. 	We are greatly 
conce rned 	tharc - Nermonisx t ion ' w) 1 I 	neeomn 	the 	excuse for 	del ay 	i ii  

mplementation 	 wide ULM nznocia 1 ly if ot he Cu lack your resolve for the 
programme of reform on whi ch you ha ve embarked . 

ir 	 tia'' be any delay in i n( tufted on then it is important that 
!Icy t t I sh businciasco' ace not di t;ndvan(aind a f I rr t hn introduction Of a OW in 
CD91 ,111 0 	o1990, Wit' icu ar I y wi ( h 	ho p r indiJet 	for the Single .Eur 
MAL k el 	in 199 	- At the 	our e lect ion, whnn 	hr.re  wan a 	ign I r I cant: 1 acr or 
!.:11111vJc I 	for 	the 	Cc:m(3e r vAt ve 	r ( y 	Io 	1:Ind 	thf! 	bus inesA 	cOMmoni Ly 
ro:mAi n(0 ) wial- • end aupri I V4. 	111.0 I (,y0 I 	i I 	k. r es ted to the ex t reme i r 
hurt i nc:.fles in Scot land flr' I ,Ixen 1.01 .iny I vn ,p. h 01 (i me at a higher rate than 
tho i r .:ounterpe rt mouth of Ihc.. Gt.)i de r • 	'rho 	 ()posed I ndoxat ion wit h 
RPI or 464fse', rate'-whfth 	 '...1Awb;Icr," in no( good enough by comparison 
wi th 11%9 Itzh--UtZt•o-nel -reeelu h LI () pr opo!;o I. 
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We 	AU %dab bbe•-rd ay 'ohLo cd Young 	• levol 	J.ayin field' but lb will tak 
someone of'yOurI5ioven'ability to achieve radical reCotm by amoothing out some of Lhw ldrqe bumps with a collet and than removinq vested interests by banginy 
together 4 few recalcitrant headn. 

MaCC4rA to-49 *kw hamonisation oon easily bc resolved given political will 
to docido whether to adopt Scottish or Xnglidh practice in each instancd and 
the main areas of difference must haVo been identifted by now. 	Alternatively 
A cjic UOR at the level of the rnglish UEPcnu1 NI imposed in 1990 eVen if Scottish valuat-ione had not been harmonitcd. 	This would mime less pain to 
Scottish buaineee than the preeent divided system since 'all UK buminees 
premi.es would have been revalued on the basis of rodent market rental 
evidence, while for the large plant operatorn existing discrepancies would be 
eased by the relatively lower Cate poundage. 	Any consequential adustment in 
public expenditure won Id L;.ti part of t he price or leVel playing rields And could be justified. on a once and or All basis. 

Prime hiniet.ari 4..ur4ght you are addressing a tArge audience of induetrialiatti 
and bueineasmen based in Scotland. 	This is A marvelloua opportunity for you 
to epecify the timetable for refonn domonstraLing your Government's commitment 
to an effective UK wide Uniform Business RaLe by 1990 or 1992 at the latest. 

Day id A L3141.44.11 - 

PreRldan... 
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Thank you for your further letter about business rates. 

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

of 26 August: "In our Green Paper "Paying for Local 

Government" we made clear that we saw advantage in moving to a 

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

policies have been aimed in that direction. We have no 

intention of going back on what we have set out to 

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 one aspect of the problem and it 

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

letter of 26 August, the issues here are complex and it is 

important to get the right solution. 

I am also concerned at the underlying problem of high 

local authority spending, which has been one reason for the 

level of rates you pay. We have to consider that too. The 

new community charge arrangements should of course produce 

more moderate spending policies. 

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. 

q .  

lb. 

David Campbell, Esq. 
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