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The Road to Reform

Retail is at the very heart of  the UK economy

Proud to be playing a central role in the economic recovery
Central to local communities
Leading the world in the development of  ecommerce
Employing 3m people and maintaining jobs throughout the downturn
Understanding changing consumers and serving 60m people in 320m transactions a week
Playing a key part in making people’s money go further – falling shop prices for the last nine months

The ways retailers serve their customers are constantly changing and retailers are rising to the challenge of  how 
to adapt operations to stay on top of  their game. The two most significant factors today are the rising costs of  
doing business and the emergence of  multi-channel trading. Taken together, they are driving a retail revolution on 
a scale never seen before.

The BRC and many of  our collegiate organisations have long-argued that the system for business rates is no 
longer fit for purpose because it disincentivises expansion and investment in property and creates an upwardly 
spiralling burden of  costs for those in physical premises. Since there is now a very viable alternative to trading 
from property, this has to be addressed. Where Government has addressed and modernised other taxes, the 
benefits have been very tangible and business rates is clearly lagging behind.

Our vision is for a reformed system of  business rates, that reduces disincentivises for investment and ways of  
operating that benefit business and the economy more broadly. This can contribute to the regeneration of  our 
towns and cities. We believe this can be in place before April 2017, the existing implementation date for the 2015 
valuation under the current system.

Carefully considered and assessed, we believe that a reformed system for business rates will reduce the drag that 
business rates have on growth in GDP, create jobs and provide support for entrepreneurs.

We understand that change on this scale is a huge task requiring vision and determination and that it cannot 
happen overnight. We are therefore setting out what the road to reform might look like. The clearer we are about 
the journey, even if  the answers are not clear today, the more straightforward we believe it will be.

We seek to continue to make our work open and inclusive, discussing our thoughts and progress widely with 
politicians, policy makers, other industries and others with an interest in rates. Retailers within the BRC will 
continue to be deeply involved in our policy and political engagement.

Most importantly we welcome a very public discussion of  the possible reform options we have now identified. 
We believe that we will arrive in a better place as a result, with solid and innovative proposals that can be 
carried forward by whoever forms the next Government. Political commitment now to openness to reform and 
consideration of  our and others’ proposals will ensure that retailers and other businesses can be confident that 
the next Government will take up the challenge. This in itself, before any benefits to reform, will have a positive 
impact on investment and employment decisions.

There are now clear signs of  UK economic recovery and there is a risk that pressure to reform business rates 
may not be seen as so obviously compelling. This is where the second driver of  the retail revolution is critical. 
The soaring success of  ecommerce means that the retail landscape is changing forever and we have a once 
only opportunity to bring in changes to business rates of  the significance already applied to other parts of  the 
tax system. Delaying reform whilst the economy looks more positive will only store up problems for the future 
and jeopardise the success of  those who are taking up the challenge of  developing a multi-channel offering for 
customers.

•
•
•
•
•
•

The vision
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Vision
Reform of  the business rates 
system before April 2017 to: 

Reduce the disincentive to 
operate from property
Create a system which 
incentivises economically 
beneficial behaviours

•

•

In summary

What’s next
Having considered a whole 
spectrum of  reform ideas, our next 
steps are:

Publish shortlisted potential 
options now
Work with EY and assess 
options
Solicit external views and input 
Publish our findings in May 
2014

1.

2.

3.
4.

Shortlisted 
options

Shifting the basis from taxing 
property to taxing energy use
Rewarding employment
Rewarding successful 
businesses
Modernising the valuation 
system

1.

2.
3.

4.

Critical Success 
Factors
In assessing the options and 
shaping the reform date, three 
things are critical:

A robust criteria framework
Independent economic 
modelling
Wide and productive 
engagement

1.
2.

3.
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The road to reform

Full spectrum of  
possible reform 
options considered 
by BRC members 
in order to shortlist 
some for more in 
depth assessment

Today
March 2014 

Budget

Spring 2014 
Government 
Discussion 
Document

Autumn 
Statement

Chancellor’s 
Autumn Statement 
welcomed:

- 2% cap on the 
2014/15 increase

- Extension of  
small business rate 
relief, addressing 
backlog of  appeals, 
introducing re-
occupation relief  
and a two year 
discount of  up to 
£1,000 for retailers 
with properties of  
less than £50,000 
rateable value

- Commitment 
to publish a 
Discussion 
Document in 
spring 2014 setting 
out the advantages 
and disadvantages 
of  different 
options for longer-
term reforms to 
business rates 
administration 
which maintains 
the aggregate tax 
yield

BRC campaigns 
for reform and 
proposes 2% cap 
to alleviate some 
pressure in short 
term

Insufficient 
evidence 
available to make 
compelling case 
for far reaching 
change

BRC commissions 
EY to support 
filling this void

Case for Reform 
documented by 
BRC in September 
- brc.org.uk

Feb 2014
Publishing of  
four shortlisted 
options for public 
discussion

Feb 2014 – April 2014
BRC membership and EY continue to assess 
each of  the options –  full evaluation of  
policy, supporting economic modelling

Feb 2014
BRC Budget 
Submission, 
‘Foundations for 
Growth’ includes 
request for 
consideration of  
the shortlisted 
options

Winter/Spring 2014

The BRC:

- Elicits input/views/feedback on shortlisted options

- Endeavours to influence scope of  Discussion Document to ensure 
focus is ambitious and far reaching 

- Roundtable discussions for politicians and stakeholders

- Discuss options with political parties in Westminster, Scotland, 
Northern Ireland and Wales

May 2014
BRC publishes 
results of  option 
assessment

Spring 2014
BRC responds 
formally to 
government 
Discussion 
Document
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September 2014 
Scotland 

Referendum and 
Party conferences

2017 Valuation 
Date

Reformed System 
Implemented

May 2015 
General Election

Post election
Ensuring advance 
notice and 
transparency of  
changes to enable 
business to plan 
accordingly

Working with next 
Government to design/
implement

Working with 
retailers to deal 
with implemention 
challenges

Summer 2014
BRC works with 
party policy 
advisers to suggest 
that reform is 
included within 
manifestos for 2015 
elections

Summer/Autumn/Winter 
2014
Discuss latest thinking following 
options assessment with 
politicians and candidates at 
party conferences and elsewhere
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Potential options for reform

We currently have a system which contains neither positive incentives nor is neutral, but instead is 
dysfunctional and actively disincentivises economically beneficial behaviour. A reformed system of  

business rates should work for large and small, across all regions of  the UK and contain positive incentives for 
the economy. This is what we are looking to achieve.

Over the last few months we have considered many ideas and have now identified four potential options.

The principle behind the first three options is that they drive economically beneficial behaviours for the UK 
economy – encouraging energy efficiency, rewarding employment and fairly balancing the business tax burden. 
They are innovative because they all work within existing frameworks. The first is the most fundamental in 
terms of  thinking as it considers shifting the basis from the taxing of  property. Options two and three are less 
fundamental as they are based on the current system but they provide a link between this and either people 
employed or tax paid in order to introduce an incentive for positive economic activity.

The fourth option looks primarily at possible methods to modernise the current business rates system. It is 
important to consider this option in advance of  the Government’s Discussion Document, given its current stated 
focus of  administration, but a minimal reform of  this nature was not favoured by our members. Our view is that, 
at its simplest, it is not sufficiently ambitious on its own and would not provide the positive drivers to increasing 
the economic and social contribution that we believe are possible. However, it may be considered in combination 
with or to expedite options two or three.

For each of  the options in the next stage of  our work we intend to assume that the proportion currently received 
by local government would remain the same and, from a total revenue raised point of  view, assume initially that 
this stays the same unless any reduction is justifiable because of  broader economic benefits.

For each of  the four shortlisted options we have covered three questions.

What?

A description of  the idea/concept

Why?

Rationale for why we chose it

Watch outs?

Considerations which are vital to consider as part of  the option assessment

Our work over the next three months will involve soliciting views, input and feedback on our ideas and working 
with EY and our members to assess each of  these options. We will explore the policy concept in more detail and 
will undertake economic modelling to assess the broader impact on the economy of  implementation to see if  our 
initial assumptions about what would be good for businesses and the economy alike are correct. We will publish 
the results of  this assessment phase in May 2014.
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Fundamental
Reform

Improving 
existing

Option 1 
Shifting the basis for 

taxing property

Option 2 
Rewarding 

employment
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Possible 
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The Road to Reform

What?

A far reaching reform
Delivered through abolition 
of  business rates based on 
rateable values
Replaced by the introduction 
of  a new tax, for example 
based on energy usage (i.e. 
based on £x1 per kWh)
Could be delivered through 
amending and enhancing the 
Climate Change Levy (CCL) 
allowing the removal of  a tax
Potentially raise the same 
amount of  tax revenue as 
business rates (subject to 
any reductions e.g. due to 
administrative cost savings)
Design of  new tax should 
reflect existing considerations 
(i.e. exemptions and reliefs) 
built into current business rates 
and CCL so that impacts can 
be appropriately targeted

•
•

•

•

•

•

Why?

Potential to drive 
environmentally friendly 
behaviours e.g. incentives 
enhancing energy efficiency of  
property
Helps country and government 
meet our green targets 
– carbon emissions
Given range of  initiatives 
already in place to measure 
energy/carbon emissions, 
would not require substantial 
new administrative tools
Supports the Government’s 
commitment to increase the 
proportion of  revenue raised by 
environmental taxes 
The UK is one of  the most 
active countries in the world 
when it comes to using taxes 
to drive more sustainable 
corporate behaviour and 
achieve green goals
Sweeps away much of  
bureaucracy and disagreements 
of  current system e.g. no 
revaluations, no need for 
appeals
A more responsive measure 
which businesses have a more 
direct and immediate ability to 
influence and gives business 
direct ability to influence future 
costs

•

•

•

•

•

•

•

Watch outs?

Risk to longer term tax 
revenues as behavioural 
changes occur
Complexity of  such a 
fundamental transition
The interaction with existing 
environmental and energy 
policies
The appropriateness of  
existing business rates and 
CCL exemptions and reliefs
The risk of  unintended 
consequences given such 
fundamental reform

•

•

•

•

•

OPTION 1

Shifting the basis for taxing property

1. To be considered as part of  economic modelling.
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What?

Reforming the existing system 
to reward greater employment
Still relies on existing system 
but enhances it by linking 
employment and property
Delivered through a discount 
to rates bill based on £x¹ per 
employee, capped at y%¹ of  
business rates
Considering the amounts of  
tax revenue raised and whether 
any reduction is justifiable 
because of  broader economic 
benefits

•

•

•

•

Why?

Supports companies that invest 
in maintaining and growing 
their workforce
In line with economic 
priorities for young people, 
including exemptions for 
national insurance for under 
21s (announced in Autumn 
Statement)
Britain has Europe’s fastest 
growing population. The UK’s 
overall population is set to 
reach 73m people by 2037
Applying a cap on the 
maximum eligible discount 
and an increased deduction/
business rate exemption for 
small businesses would ensure 
equitable distribution amongst 
tax payers
Given that it is based on the 
existing system, it could be 
implemented more rapidly

•

•

•

•

•

Watch outs?

Complexity and ease of  
understanding to ensure it 
drives and incentivises the right 
employment behaviours
Does not address lack of  
responsiveness, administrative 
burden or appeals issues in 
the current system, so may 
consider combination with 
option four
The outcome of  the findings 
of  the Government’s 
current appeals process 
consultation which may lead 
to enhancements to current 
system

•

•

•

OPTION 2

Rewarding employment

1. To be considered as part of  economic modelling.
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What?

Reforming the existing system 
to reward businesses that 
contribute to the UK by paying 
corporation tax in the UK
Delivered through a discount 
to the rates bill based on x%¹ 
of  corporation tax payment, 
capped at y%¹ of  business 
rates
Considering the amounts of  
tax revenue raised and whether 
any reduction is justifiable 
because of  broader economic 
benefits
Allowing the relief  to be 
carried forward would smooth 
the operation of  the policy 
for short term variations in 
profitability

•

•

•

•

Why?

Business rates are a business 
tax. Corporation tax is a 
business tax. This option 
recognises that there should 
be a relationship between the 
two which ensures successful 
businesses are not hindered if  
they already pay more taxes 
elsewhere
The benefits would be received 
by profitable companies, 
whether large or small, with 
potential for greater relief  for 
SMEs
Basing the discount on actual 
corporation cash tax payments 
rather than a measure of  
profitability aligns the measure 
more directly with tax payers
Applying a cap on the 
maximum eligible discount 
and an increased deduction/
business rate exemption for 
small businesses would ensure 
equitable distribution amongst 
tax payers
Given that it is based on the 
existing system, it could be 
implemented more rapidly

•

•

•

•

•

Watch outs?

Complexity and ease of  
understanding
Does not address lack of  
responsiveness, administrative 
burden or appeals issues in 
the current system, so may 
consider combination with 
option four
The outcome of  the findings 
of  the Government’s 
current appeals process 
consultation which may lead 
to enhancements to current 
system

•

•

•

OPTION 3

Supporting successful businesses

1. To be considered as part of  economic modelling.
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What?

At its simplest, the least 
fundamental option
One option would be a 
simplified, banded revaluation 
system
Aim to avoid having to value 
every property, but instead to 
categorise properties in terms 
of  district, type of  property 
and size (square foot)
Revaluations could be delivered 
much more regularly, since only 
need to change the category 
weighting and district weighting
Tax payable would be based 
of  £x¹ per square foot x square 
foot x district multiplier x 
category multiplier
Districts and categories to 
reflect location and different 
property markets and sub-
markets

•

•

•

•

•

•

Why?

Although not an option 
sufficiently ambitious on its 
own it is included because 
of  the current focus of  the 
Government’s Discussion 
Document on administration 
and in order to expedite option 
two or three more effectively
Tax based on a more 
transparent, less contestable 
measure
Simplifies and streamlines 
the process of  determining 
rateable values because it 
only requires revaluation of  
each category not of  every 
individual property
Trade-off  between five-yearly 
individual but judgemental 
valuation accuracy and more 
regular revaluations of  types 
of  property, i.e. timeliness v 
occupancy, considered worthy 
of  exploration
More regular valuations 
enables tax paid to be more 
responsive to economic 
conditions
Can be targeted to drive 
revitalisation of  the high street
Potential to save significant 
administrative burden at VOA 
and business level

•

•

•

•

•

•

•

Watch outs?

Need to consider modernising 
current reliefs and exemptions
How to accommodate sudden 
and significant property value 
movements for individual 
owners and/or occupiers
Essential to get to a set of  
categories and districts that are 
sufficiently granular to avoid 
big differences, but need as 
few categories and districts as 
possible to keep it simple
Bandings would need to be 
designed so that unintended 
consequences will not arise 
and potential for distortive 
impacts at the margins 
minimised
The number of  categories 
needed should not be 
prohibitive
The current system of  reliefs 
and exemptions would need to 
be considered

•

•

•

•

•

•

OPTION 4

Modernising the existing system 

1. To be considered as part of  economic modelling.
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The next stage of  our work is to assess each of  the options in more detail and we require three things:

a) A robust criteria framework
b) Independent economic modelling
c) Wide and productive engagement

a) A robust criteria framework

The graphic shows the 
assessment criteria we will 
use
The criteria model was 
developed with input from 
retailers, wider business, 
government and others
Each shortlisted option 
will be assessed against 
each criteria
It considers perspectives 
of  the different 
stakeholders in the 
assessment process 
and not solely our retail 
perspective
Only by making an 
assessment of  all criteria 
taken together can a 
balanced and robust 
view be taken of  why 
one of  the shortlisted 
options is better or worse 
than another or what 
combination of  options 
may provide the best 
solution

•

•

•

•

•

Critical success factors in assessing 
the options and shaping the reform 
debate

Affordable
Within contraints 
of  govt revenue 

requirements

Administation
Easier and cheaper

Economic incentive
Promotes growth, GDP, 
jobs, entrepreneurship

Transparent
Affordable

Distribution and 
Fairness

Acceptable

Sustainable
Fit for purpose

long term

Unintended 
consequences

Considered

Transition cost
Not prohibitive

Tax burden
Addressed

Legality
In line with EU state aid 

rules

Source: EY
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b) Independent tax, policy, economic expertise

EY’s expert team with in-depth policy and tax knowledge have been working with the BRC since October 
2013
They have prepared a base case economic model which looks at projected tax receipts and economic 
consequences of  the current systems. Such a model provides a benchmark against which to compare the 
possible future options
The modelling of  the positive future options will include tax receipt impact as well as beneficial second round 
effects on employment and investment
Such modelling is imperative to input into Treasury thinking about the consequences of  any changes
Having a firm with the reputation of  EY undertaking this work provides credibility and independent challenge 

c) Wide and productive engagement

The BRC is leading this process. We believe in providing evidence-based solutions to issues affecting our 
industry
We have an in-house team of  specialists on business rates and town centres who are dedicated to our work 
in this area
Senior executives within BRC membership are involved in our considerations and deliberations at every 
stage. Our member-based Project Board examines the detail and the Member Sponsor Group oversees their 
work
Membership of  the BRC includes all parts of  the industry – retailers of  all sizes, in all locations and through 
all channels of  retail
We have discussed each stage in detail with our stakeholders up to now and will go on to look in more detail 
at the four shortlisted options with the widest possible pool of  contributors

If  you wish to input directly into our thinking please email your thoughts and ideas to
dan.morgan@brc.org.uk

•

•

•

•
•

•

•

•

•

•
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The case for reform at a glance

13

Structurally, the system is no longer fit for purpose

It is a positive disincentive to operate from property
It is out of  line with other taxes being the only tax where total tax revenue never falls even if  the economy is 
weak
Business rates are higher in the UK than anywhere else in Europe and the 3rd highest in the OECD
The link to public services has been broken

For retailers in particular, business rates are completely unfit for purpose

Retailers pay around 10% of  total business taxation and yet the industry represents less than 6% of  GDP
For every £1 in corporation tax retailers pay £2.31 in business rates (compared to £1 to 44p for business as a 
whole)
Almost 50% of  high street leases come up for renewal in the next three years and many are not likely to be 
renewed
Market rents for retail properties have fallen by 8% since 2008 while, using the VOA definition of  retail 
(including pubs and restaurants), rates paid by the industry have increased from £5.5bn to £7.0bn

The system is impacting communities and local jobs

Growing and successful retailers are deciding not to invest in new shops because rates are prohibitive
Small retailers are either not expanding because discounts and reliefs are not available beyond a certain size 
of  business or at risk of  failure because of  the disproportionate burden
In some areas more than 1 in 5 shops are empty
Nearly 14% of  shops across the country are vacant and every 1% of  the vacancy rate equates to 50,000 jobs
Empty shops damage communities and have a high social cost

•
•

•
•

•
•

•

•

•
•

•
•
•

© British Retail Consortium.

The information contained in this publication is for general guidance and information only.    You should neither act, nor refrain from action, on the basis of  any such information.    Whilst the BRC 
endeavours to ensure that the information in this publication is accurate, the BRC shall not be liable for any damages (including without limitation, damages for loss of  business or loss of  profits) 
arising in contract, tort or otherwise from this publication or any information contained in it, or from any action or decision taken as a result of  reading this publication or any such information.

Printed:  February 2014
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The retail industry’s contribution

A highly competitive market offering choice and benefiting consumers

Innovation and low barriers creating diversity in 190,000 businesses and transformational change 
embracing digital commerce

60m customers and 320 transactions per week – knowing what consumers think and feel better than 
anyone

Shop prices falling for the last nine months, helping hard-pressed households to manage

Retail sales in 2013 of  £321bn, up £10bn on 2012

Supporting £108bn of  economic activity in the UK in 2012 – £71bn direct impacts, £26bn supply chain 
Gross Value Add and £11bn additional induced consumption of  employees

Retail Chairs optimism about the economic outlook rising from 15% to 73% in the past 12 months

Commitment to reducing absolute carbon emissions by 25% and energy related omissions from buildings 

by 50% by 2020

£4.2bn ecommerce exports, expected to grow to £28bn by 2020. UK brands in global demand 
given UK ecommerce expertise

The largest private sector industry in the UK with 3m employees

Providing exceptional career progression at every entry level from school leaver and graduate to long term 
unemployed 

99% of  hourly paid employees earning above the minimum wage and average total reward 27% higher 
than the minimum wage

100,000 apprenticeships in 2012/13 and £6.4bn spent on training

Among the best food safety standards and supply chains in the world, driven by retailers using standards for 
excellence provided by the BRC

Working to benefit the community because what’s good for the community is good for business



www.brc.org.uk


