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Written evidence from EEF – the manufacturers’ organisation to HM Treasury and the 

Department for Communities and Local Government on 

Administration of business rates in England: Discussion 

paper 
June 2014 

About 

1. EEF is the representative voice of manufacturing, engineering and technology-based 

businesses with a membership of over 2,000 companies covering approximately 6,000 

sites. A large part of our representational work focuses on the issues that make a 

difference to the productivity and competitiveness of UK manufacturing including 

investment, innovation, and tax issues.  

2. In this submission we set out EEF’s views on the issues raised in the Government’s 

discussion paper on the administration of business rates, with a particular focus on the 

importance of maintaining the stability and certainty provided by the present system, while 

introducing minor changes in administration to ensure the system is kept up to date. 

Summary 

3. EEF believes that the fundamental structure of the present business rates system – 

individualised rateable values, five year revaluation periods and a multiplier set at the 

national level should be maintained. 

4. In looking at any changes to the system we believe it is important to maintain a sector 

neutral approach. Recently there have been exemptions and reliefs targeted at certain 

sectors, the history of business rates shows that such reliefs, although initially advertised 

as temporary, typically end up being difficult to reverse and so become permanent. This 

stores up unintended consequences for the future in terms of the overall tax yield and the 

competitiveness of the overall system across all sectors. 

5. The method of calculating business rates does not, at present, impact on investment 

decisions for the majority of manufacturers. For larger manufacturers however, particularly 

those which have their rateable value developed using the contractors valuation method, 

there is the potential for the business rates system to discourage investment. 

6. The Government should set up a committee, based on established practice, to look at the 

plant and machinery orders which form part of how rateable values are calculated. These 

orders were last reviewed in 1993 and substantial changes to business property use have 

occurred since then. To ensure the system is kept up to date, a committee should be 

formed to review these orders prior to the compilation of all future Rating Lists. 

7. The national multiplier, or uniform business rate, should be uprated by the annual average 

CPI rate rather than the September RPI rate in future. The CPI rate is more stable and is a 

better way to keep the tax low for all sectors rather than sector specific reliefs and 

exemptions. 

8. High rateable value properties should be moved to the Central Rating List to minimise the 

potential impact of discretionary reliefs on struggling local authority budgets. We 

recommend ratepayers with properties all above £3m and who are situated across multiple 

billing authorities should be moved to this list. 
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9. Finally, empty property rate relief for industrial buildings should be extended from 6 to 12 

months, with a similar proportionate increase in empty property reliefs in other sectors. 

Business rates, manufacturers and business investment 

10. EEF’s approach to tax policy is based largely on our report Tax reform for a balanced 

economy1. In it we set out the key principles which should be applied to tax policy reform: 

a. The tax system should focus on business competitiveness, enabling the UK to 

become the best possible location for manufacturing investment 

b. The tax system should be predictable to enable businesses to plan and invest for 

the long term 

c. Simplification, while great as an ambition should never come at the cost of 

competitiveness and predictability. Simplification should aim to enhance not 

undermine these two principles. 

d. The avoidance of applying retrospective taxation should be paramount 

11. On business rates, manufacturers recognise it as a property tax paid for the delivery of 

local services. Our feedback from members suggests it is viewed largely as a fixed cost of 

on average between 1 and 3% of site operating costs. 

12. For some manufacturers, particularly larger manufacturers who are also more likely to be 

foreign owned or to have international operations, investment decisions are taken at a 

global level, with various factors determining where investments are made. The level of tax 

(including property taxes) will therefore form part of the investment decision making 

process, with manufacturers favouring a low and stable tax base more than a simpler tax 

system according to our recent Make it in Britain survey (see chart below). 

Which if any of the following would encourage your company to expand your 

manufacturing activity in the UK? 

 

                                                
1
 Tax reform for a balanced economy, March 2010, http://www.eef.org.uk/policy-media/policy-briefs/briefings/Tax-reform-and-a-

balanced-economy.htm  

http://www.eef.org.uk/policy-media/policy-briefs/briefings/Tax-reform-and-a-balanced-economy.htm
http://www.eef.org.uk/policy-media/policy-briefs/briefings/Tax-reform-and-a-balanced-economy.htm
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13. As discussed, most manufacturers see business rates as a low and fixed cost of operating 

in the UK. Compared to other taxes such as R&D tax credits, National Insurance 

Contributions or Corporation tax, business rates is not seen as a high priority in normal 

economic circumstances. However clearly in the recent downturn, for some businesses in 

some sectors, it did become an onerous burden on the cost of doing business. 

14. In our forthcoming 2014 Investment Survey EEF explored the significance of business 

rates by asking members to choose the three most important factors impacting on the level 

of investment in plant and machinery in the next two years. Only 3.6% of respondents 

chose the impact on their business rates valuation as one of their top three options. 

15. Despite this, for larger manufacturers, there is some evidence that due to the method used 

for calculating their rateable value (using the contractors valuation method); business rates 

could reduce planned levels of investment in the UK. This is because under this method 

plant and machinery plays a greater role in determining the final rateable value. We 

explore this issue further in paragraph 31. 

16. Similar surveys by other organisations suggest the link between business rates and 

investment, at least for manufacturers, is weak at best. A similar survey looking at 

business rates liability and capital investment intentions found that: 

a. “Fewer than 20% of our respondents expected their investment would lead to a 

higher business rate liability, and among the minority who said it would, none felt 

that this had adversely affected the amount being invested.2” 

How property is valued 

What do you think about basing rateable values on annual rental values for each property? 

17. Manufacturing business property is different from other sectors in a number of ways. They 

are more likely to be owner-occupied, unique and geographically remote properties. This 

makes developing rateable values based on an estimate of ‘open market annual rental 

value’ difficult as there is no or limited current or historic market rental values available. 

Additionally, developing rateable values by comparing against similar properties of a 

similar age and location may prove difficult. 

18. Unlike some other sectors manufacturers have rateable values which depend on plant and 

machinery, and thus may be more likely to face revaluations resulting from a material 

change of circumstances, depending on the plant and machinery being installed (or 

removed) in question. 

19. There are also some manufacturers where sites are so unique that an alternative method, 

the contractors valuation method, is used to calculate a rateable value. As a result these 

manufacturers are more likely to see plant and machinery playing a significant role in 

determining their rateable value. Approximately 250 such sites exist in the UK and these 

sites pay far above average in business rates. 

20. Feedback received from members suggests that where discrepancies exist, appeals do 

take place. The changes planned as a result of the Government’s consultation on 

appealing rateable values should help vastly by providing rateable values up front, 

outlining how they were calculated and allowing challenge from rate payers before a new 

rating list goes live. 

                                                
2
 CIA QUARTERLY BUSINESS SURVEY, April 2014, Chemical Industries Association 
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21. Despite the unique nature of properties in the sector, the feedback from members is that 

basing rateable values on annual market rental values, even where hypothecated, should 

remain. The present system has been in operation for over two decades and 

manufacturers know and understand how such values are calculated and can judge if 

changes are valid. 

What are your views on using alternative approaches such as banding, zones, indices or 

rolling revaluations? 

22. The discussion paper outlines a number of possible changes to the system affecting how 

properties are valued and on what basis; these have been put forward as ways to simplify 

the system based on moving away from individual revaluations for each property, to group 

based valuations.  

23. Any system based on groups and not individual valuations would reduce fairness and may 

inadvertently make the system less simple. This is particularly the case when you consider 

the cliff edge which would exist between different bands or zones, a situation which may 

increase rather than decrease the number of appeals. 

24. Our view is that given the unique and often changing (internal) nature of manufacturing 

properties, the individualised approach for calculating rateable values should be 

maintained, along with a common, uniform, reset date. The alternatives suggested in the 

paper move away from this and would not be welcome by the sector.  

25. Banding and zones would tie the rateable value of one property to another, given the 

fluctuations which can often occur in market rental values in other sectors this would place 

manufacturers at a disadvantage, where their business rates liability could increase 

significantly against the current level, through no action of their own.  

26. Applying the same business rates bill to a zone would also affect sectors such as 

manufacturing where simply moving to a lower rated area is not a readily available 

proposition. Manufacturers chose sites based on a range of factors, focussing on the long 

term. Any move to introduce banding or a zone could be seen as retrospective taxation 

within this context. 

27. Similarly, while using an index of rental market changes may be superficially attractive – it 

is unclear what index would work. Manufacturers are predominately owner occupied where 

rental values are hypothecated – moving to a system where one sector is linked to the 

changes in another would be an unfair step to take. Particularly given the inherent 

differences between how the rental market in each operates. 

28. If a move was made to introduce an index for each sector, this would introduce complexity 

to the system with many appeals likely as some properties on the boundaries between two 

sectors, may argue to be in the lower rated sector – altering their property class to reflect 

the lowest tax liability.  

29. As an example many took issue with the way the Government defined ‘retail’ when 

working out which properties would be applicable for the recently introduced ‘retail relief’. 

The application of that relief also highlighted the difficulty in working out what properties 

would qualify, with those not wholly or mainly used for the purpose of ‘retailing’ being 

excluded from receiving the relief. 

30. Rolling revaluations would be a significant market distorting approach to valuing property 

for business rates; it would introduce greater unfairness in the system by creating a fixed 

cost on operations which had the possibility of varying by a significant degree to that of 
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competitors, introducing disparities between sectors and regions rather than smoothing 

them. 

31. EEF’s view is that the current structure of the system, rateable values calculated based on 

an individual approach should be maintained. 

What are you views on the VOA using the contractors valuation method? What do you think 

about how these methods are applied? 

32. A small but significant (in terms of rateable value) number of industrial sites are valued 

using the contractors valuation method. As alluded to earlier these are particularly affected 

by plant and machinery which is seen as integral to the building being factored into their 

calculation. Plant and machinery for non-operational matters such as those required by 

statute or environmental regulations also form part of the rateable value assessment.  

33.  The plant and machinery orders which govern what should be included in the calculation 

of rateable values were last substantially reviewed in 1993. Much has changed in industry 

and the wider economy around how buildings are used and what could be seen as integral 

to their structure. 

34. The following changes would, in our view, rectify this imbalance. First, plant and machinery 

installed for statutory or environmental regulatory reasons should be exempt from forming 

part of calculating the rateable value of a property. In deciding what these elements and 

classes should be, a committee should be formed based on previously established 

practice to decide between the different classes. 

35. To ensure that plant and machinery orders are kept up to date, this committee should be 

formed prior to the compilation of each new Rating List. It would then advise on what 

elements of plant and machinery should be included when rateable values are developed 

by the Valuation Office Agency. 

How often property is valued 

How frequently do you think the rateable value of a property should be re-assessed? Why? 

36. In examining the evidence around how frequently properties are valued, it is clear that the 

2010 Rating List was the result of an anomaly whereby the Antecedent Valuation Date of 

April 2008, came prior to the subsequent downturn in the rental market brought about by 

the financial crisis. 

37. Many have argued that more frequent revaluations would have captured this, yet changing 

the business rates system to manage a significant unforeseen and unique event, is, in our 

view, not the best approach. 

38. Such a view also misunderstands the way the system works to absorb shocks, since the 

2010 list a number of properties have become vacant, seen their market rental values fall 

or have been demolished. Alongside this the number of new properties being built would 

have declined compared to previous years. Had rating lists been compiled on an annual 

basis, ongoing ratepayers would have seen significant fluctuations in their business rates 

bill as the system adjusted to maintain the overall yield. This would not have met our test 

of predictability. 

39. The overwhelming feedback from members is that the five year revaluation period should 

be maintained. This provides stability and certainty for manufacturers. For those who did 

want a change to the standard practice of five years, the view was that a longer not shorter 

revaluation period would be better. 
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How rates bills are set 

What do you think about the general level of awareness about the reliefs available? 

40. We have received no feedback of manufacturers not being aware of the reliefs available to 

them. The reality is that for most manufacturers where rates are a significant cost of 

operation, the use of agents will be prevalent and as such the relevant reliefs which are 

available are well known. 

41. Empty property rate relief is an issue which has come up as needing to be looked at. 

Feedback received suggests for some this is a relief which is used when property is being 

sold or before it is occupied. Given the downturn in the market and the unique nature of 

manufacturing sites many have found it difficult to sell property within the 6 months window 

of empty property rate relief.  

42. A solution needs to be found to ensure the situation which we saw when empty properties 

become liable for business rates, namely properties being demolished so that they were 

no longer liable, is not repeated. One solution would be to extend empty property rates 

relief from 6 months to 12 months for industrial buildings; a similar shift for other property 

classes may also be required. 

Some reliefs are automatic and some require ratepayers to request them from their local 

authority, what are your views on this? 

43. Discretionary reliefs (such as Section 44a – partly occupied property relief) are paid for by 

the billing authority which grants them. This presents a particular issue for large scale 

industrial sites, as any discretionary relief approved for these sites would 

disproportionately affect the finances of the local authority in question.  

44. We have received some feedback that local authorities are starting to push back on 

approving such reliefs for large manufacturers, particularly within the context of squeezed 

local authority finances and the business rates retention scheme. 

45. Given that the structure of the business rates system pools tax receipts nationally and then 

redistributes this based on a needs based formula, it is unlikely that the tax received from 

a rate payer with a significant rateable value would remain completely in the collecting 

billing authority’s area.  

46. EEF believes the system needs to be adjusted to take account of this fact. Our solution 

would be to move ratepayers with sites all above a rateable value of £3 million and with 

site locations situated across multiple billing authorities, from the Local Rating List to the 

Central Rating List. 

47. By doing this the overall level of tax yield would be maintained but it would allow such sites 

to apply for reliefs, where required, directly to the Secretary of State. This would minimise 

the risk for local authorities and ensure greater fairness for larger operators. 

Other remarks 

48. One aspect of the business rates system not covered elsewhere is how business rates are 

uprated annually. At present business rates are increased in April by a maximum of the 

RPI in the September preceding. For 2014/15 the Government has agreed to cap this 

increase at 2%. 

49. We believe it is possible to make the system more stable than at present by moving to 

using the annual average CPI rate of the year preceding the uprating. Our analysis shows 



 
 

Page 7 of 7 

that across 2010/11 – 2014/15 businesses would have saved around £1,200 (against the 

average rateable value of the 2010 Rating List of £32,923) using an annual average CPI 

rate compared to the current system.  

50. That saving is important to consider alongside the recent small business and retail reliefs 

which were introduced or extended to compensate for rising bills. Making the system more 

stable over the long term is a more equitable solution than a reliance on reliefs to cope 

with short term fluctuations. 

For further information contact 

Chris Richards 

Business Environment Policy Adviser 

EEF, the manufacturers’ organisation 

020 7654 1512 

crichards@eef.org.uk 
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