
Rt Hon John McDonnell MP 

House of Commons 

London, SW1A 0AA 

Via email 

Tuesday, 27 June 2017 

Dear John McDonnell 

MINIMISING UNCERTAINTY BY REFORMING BUSINESS RATES 

We look forward to working closely with you and the Labour Party as businesses face a 

number of challenges during the negotiation to leave the European Union. We were pleased 

to see Labour commit to Consumer Prices Index (CPI) indexation of business rates in your 

2017 manifesto in addition to reviewing the entirety of the system.  

Last year, the government committed in its 2016 Budget to link the business rates multiplier 

to CPI from 2020 and introduce more frequent revaluations. However, we write because 

there was no mention of these commitments in the Conservative manifesto, nor in the 

Queen’s Speech. The Local Government Finance Bill, introduced in 2016, included the 

statutory mechanism to switch to CPI indexation but plans to make this important change are 

now uncertain. As you are aware, the Retail Prices Index (RPI) measure of inflation is no 

longer an official measure of inflation and systematically overestimates inflation relative to 

the official measure of inflation - CPI. We hope that Labour will continue to commit to this 

switch to CPI to reduce uncertainty and assist businesses to grow and invest in our economy. 

The fact remains that the burden of commercial property taxation is too high. A system under 

which rates are the highest in the G7 and have risen from a third of Rateable Value in 1990 

to half today, is not financially sustainable. Business rates will not cease to be an issue until 

we have a fair system of business taxation, which is internationally competitive and 

encourages investment. 

Many businesses are struggling to manage increases they incurred this April following the 

two-year delay to the 2017 revaluation. Economists anticipate that RPI inflation in 

September 2017 will be around four per cent, an increase of this magnitude will have a 

detrimental impact on rates for businesses of all sizes. In the long term, linking the rates 

multiplier to any form of inflation needs to be reconsidered as Rateable Values already take 

account of inflation. However, in the immediate term, the government should consider 

bringing forward the switch from RPI to CPI from 2020 to 2018. 

A switch to CPI indexation will result in a fairer business rates system. However, further 

reform is needed. The Labour 2017 manifesto committed to reviewing the entire business 

rates system and the Conservatives made a similar commitment to a full review to ensure the 

system is up to date.  

The future structure of business rates remains of the utmost importance to our members. We 

hope you are able to work with us to hold government to account on its commitment to 

undertake a fundamental review of the system as well as implement CPI-linked business rates 

and more frequent revaluations in the short term. 

 

 

 



On behalf of 

 

 

Helen Dickinson OBE         Adam Marshall 

Chief Executive          Director General 

British Retail Consortium                                British Chambers of Commerce 

 

 

 

 

 

 

 

 

Martin McTague          Josh Hardie 

National Policy Director         Deputy Director General 

Federation of Small Businesses        Confederation of British Industry 

 

 

 

 

 

 

 

Melanie Leech CBE                    Brigid Simmonds OBE 

Chief Executive         Chief Executive 

British Property Federation        British Beer and Pub Association 

 

 



 

  
James Lowman           Edward Cooke 

Chief Executive           Chief Executive 

Association of Convenience Stores        Revo 

 

 

 

 

 

 

 

 

 

Kate Nicholls      Alan Hawkins 

Chief Executive     Chief Executive 

Assoc. of Licensed Multiple Retailers  British Independent Retailers Assoc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


