8 July 05

RDC Response to the DFP Review of Rates Policy Paper and Consultation

Response to the DFP Review of Rates Policy Paper and Consultation: 


RATES RELIEFS FOR BUSINESS IN NORTHERN IRELAND


By Northern Ireland Rural Development Council (Policy and Innovation Research Unit) 

Contact
Nick Mack
Director
Tel 028 867 66980
nmack@rdc.org.uk




RATES RELIEFS FOR BUSINESS IN NORTHERN IRELAND

Thank you for the opportunity to respond to this important consultation.

The role of the Northern Ireland Rural Development Council (RDC)

The Northern Ireland Rural Development Council (RDC) was established in 1991 under the DARD Rural Development Programme. We summarise our role as being an independent rural organisation, which plays a key role in influencing rural development policy, developing and delivering practical programmes, sharing information and building effective partnerships.

We believe that rural communities play a vital and significant role in the economic, social and environmental life of the whole region of Northern Ireland and regard them as a valuable regional resource.

We are involved in support (financial and non-financial) to both the rural community not-for-profit sector and to private business through a dedicated Rural Retail Support Programme designed to support the retention and development of retail services in isolated rural communities across Northern Ireland. To date we are working with over 80 rural retailers and by programme closure anticipate working with over 110 sole providers of services including post offices; grocery and general stores; pharmacy; butchers and hardware outlets.

General Comments

We welcome the Department of Finance( and Personnel’s consultation and review of rating policy both in relation to proposals for rate relief for business in Northern Ireland and the earlier consultation on the non-domestic charitable exemptions.

We recognise the arguments put forward for delaying providing rate relief for small business but welcomes the intention to review this in twelve months time

We are more concerned with the proposals to suspend implementation of the Rural Rate Relief Scheme. We query the basis of the decision based on the dispersed settlement argument and call for this to be re-evaluated.

We welcome proposals for rate relief for farm diversification, the equine sector and environmental works associated with quarries 

We are concerned by the restriction of rate relief on ATMs to those which are non-charging
Rural Rate Relief

RDC welcomes rate relief measures that would help support the rural economy and we recognise the challenges in avoiding displacement or deadweight. We are particularly concerned, however, that the preferred position on Rural Rate Relief is not to take it forward. 

Access to services is a key source of rural deprivation (see Noble Deprivation Review Report and 2005 deprivation domain results) and inadequate public transport in rural areas means local access for core services such as a shop, pharmacy and post office or ATM is crucial for many. 

Essential rural services in Northern Ireland are coming under increasing pressure. Our experience of working with the rural retail sector would indicate higher costs associated with insurance and electricity than UK counterparts and this coupled with rates and the introduction of larger multiple stores to Northern Ireland are impacting on the sustainability of the local shop. Such services provide more than just the sale of goods and services they very often are the focal point for community activity, a place where people meet and feel safe, a place in which people can identify with – a sense of community belonging. 

A recent sample survey of residents in 5 rural communities across Northern Ireland by the RDC suggests ‘meeting and talking’ often came lowest in assessments of activities helping to sustain sense of community. Whilst on the face of it, meeting and talking is the easiest way to sustain connection and a sense of community, it also relies on having the time to stop and talk, and on having common places to meet. The table overleaf shows the overall frequency by which respondents identified different places to meet;


Location Percentage of total 
Shop / chippy 32
Community centre / event 21
Pub 20
The Street / walks 12
Hobby / interest 6
Church 4
GP 3
Youth club 1
School gates 1

Rank of Most Common Meeting Places in Communities
(Source: Beacons Research)

From this snapshot, it is clear the local shop was the location where most respondents met and talked with others.

The Rates Relief policy paper suggests that an RRRS would be less effective in Northern Ireland, the main reason being the dispersed pattern of settlement with the result that “few rural properties in Northern Ireland fitted within the terms of the primary legislation, that is, within an identifiable rural settlement” 

It also notes that 

“Initial research indicated that, at most, 29% of all post offices would qualify for relief – the remainder were located outside a rural settlement”
And 

“isolated small shops were unlikely to benefit as they were also found to be mostly situated in locations outside the rural settlements that were being targeted”

We would make the following observations in relation to these findings first of all: 

Firstly, we would question the finding that ‘few rural properties fitted within an identifiable settlement’ – how are rural properties defined ? If the focus is on non-domestic properties it is important to distinguish between farm and non-farm properties, for example – was this distinction made? If so, we find it difficult to believe that few would be found in identifiable settlements. A proper breakdown of the properties concerned would be important if this assertion is to be accepted. 

We assume that ‘rural settlement’ is defined as at or below 3000. The NISRA Urban-rural Definition group has published a detailed report on this issue along with a hierarchy of settlements. As a ‘default position’ it suggests settlements below 4,500 be considered rural. However, it is recognised that this is arbitrary; the Group “recommend that government departments and other users should consider defining urban and rural areas in ways which are appropriate for different programmes and projects” (pages 4-5 paras 10 - 11 main report). We would welcome more clarity on the definition used for the RRRS impact analysis. 

We query the logic which suggests that because only 29% of all post offices are (presumably) found in rural (ie small) settlements that this is unlikely to represent a significant focus for rates relief – if this is a % of the total stock of post offices then it is not an insignificant share. If there are also a number of post offices in very small settlements or hamlets then this represents a significant core service. Post offices are a key resource often linked to other services and should be supported in smaller settlements. The URDG notes that “no settlement with a population of 2,250 or more lacked a post office” (page 3 para 8 Main Report). 

We also question the logic of the statement that isolated shops were also found to be mostly situated in locations outside the rural settlements. Firstly we wonder what the definition of ‘isolated shop’ is – is this not tautological ? By definition isolated shops will be isolated – what other shops in small settlements are included or excluded from this analysis ? 

A number of other sources of information would suggest that on the contrary, many smaller settlements have shops and post offices : 

• The RDC Rural Retail Programme noted earlier, which has supported over 80 retailers in small rural settlements – applications and some previous mapping work suggest these are located largely in identifiable settlements. We would be happy to organise to map the location of participating outlets to assist in this analysis 

• The NISRA Urban – Rural Definition Group Study clearly identifies a large number of food, post office and other services within a sample of smaller settlements (population less than 3000) (annex E – Service Functions, Table 1) 

• RDC Baseline research and the location of post offices mapped in relation to settlement size shows that post offices are rarely outside of rural settlements. 

It is highly unlikely that post offices or shops would choose to locate outside of any form of central location, so that the use of the term ‘dispersed settlement’ may be misleading – does the EQIA / New TSN analysis actually mean that such services are more often found in larger settlements? If so, does it follow that there is no need to support those that can readily be defined / classified as in smaller settlements using the now published classification of settlements available on NINIS ? 

In summary we find the analysis underpinning the preferred position to be unconvincing, particularly in relation to our own research, and without understanding in more detail the methodology and definitions used in the analysis would not feel able to support its conclusions. 

Given an absence of alternatives in the policy paper to an RRRS, we would suggest that the importance of accessible rural services as a focus for combating rural disadvantage means efforts to refine an RRRS for the situation in Northern Ireland are desirable and, given the statistical tools now available, practicable. If need be, an applications approach could be adopted for the scheme to improve targeting, although this would also require effective promotion and information support to reach rural service business owners. A cost of £10-20 (quoted for small businesses and presumable comparable) represents perhaps less than 10% of the relief on rates for an individual business, highly comparable with the technical support costs associated with other grant programmes. 

As noted under Freight transport relief below, we would also recommend extending relief to community transport bodies to encourage and assist public transport options in rural areas as a complementary means to improve access to services. 


Farm Diversification 

RDC welcomes the proposal to encourage and enable farm diversification. We would suggest that the definition of agricultural / non agricultural enterprise is also important in this regard. Farm diversification which continues to use natural resources in new ways (energy / waste schemes, farm walks / niche foods not classified as agricultural) should also be considered non-agicultural. Our reason for making this point is to encourage any guidance on the scheme to farmers to include reference to these sorts of enterprises to encourage innovation and diversification using natural resoures and not just those suggested under paragraph 49. 

We share Government’s concern over displacement relating to the farm diversification relief scheme and the impact this would have on other potential new rural business start–ups outside the farm unit. Consideration to a wider rural relief scheme to encourage new business start-up or relocation in addition to farm diversification should also be considered particularly were such new business will provide an essential rural service and support rural economic development & regeneration in the most disadvantaged isolated rural communities across Northern Ireland. Demonstration of ‘sole enterprise’ might be used as described for the RRRS to help minimise displacement, encourage businesses which address gaps, and minimise the scale of the support. As an adjunct to the proposals for hardship relief, an option to more specifically target rural rate relief might be for new business start-ups in rural areas that have witnessed high levels of job losses or factory closures should be considered, for a similar 5 year period. 

Equine Sector 

RDC welcomes support to this sector which represents a key growth area for Northern Ireland. We would encourage the industry to further develop its strategy to ensure broader relief can be targeted in fostering this growth. 


ATMs

RDC welcomes the consideration of rate relief for Automatic Teller Machines (ATM’s). Ease of access to money is important, particularly given the Government’s drive to pay more benefits and pensions directly into bank accounts. It is noted however that the exemption would only apply to ATM’s that do not charge customers. The issue here should be one of access and what promotes equal and fair access to cash within rural communities. By offering rate relief only to none charging provisions the level of uptake is likely to be restricted to larger settlements. It is our understanding that the location of ATM’s by major bank/building societies (that are the more likely not to charge) are often based on the level of footfall (customer numbers) and turnover, which ultimately means location within larger settlements.


Environmental Works and Quarries 

Given the asset that the rural countryside represents and the potential impact of quarrying the RDC welcomes this support, but with the proviso that such works are monitored to ensure rates relief is channelled into appropriate improvements. 


Freight Transport Relief 

Again RDC would support retention of this relief given the important role of transport for rural economic viability. We would also suggest extending it to public transport providers, particularly community transport bodies, to improve overall viability and address access to services in another, complementary way. 


The Social Economy and BIDS

Whilst community businesses are listed in the areas under para 13 for which pressure has been made to introduce rates relief, this is deferred under the section dealing with the social economy in the Charitable Exemptions policy paper, the reason given being the diverse and difficult to define nature of the social economy. 

RDC recognises this difficulty but would suggest that, as a complementary part of the regeneration objectives ascribed to BIDs, a more focussed target of relief for community businesses should be given further careful consideration, provided those businesses are not for profit and addressing a gap in the services / enterprises present in a particular area. As with farm diversification, a set of possible enterprise types and associated eligibility guidelines could readily be prepared to manage the scheme. 

Community businesses would be of most value in areas where business is struggling and as such unable to support a BIDs approach, and where market failure has limited the scope and viability of private sector enterprise in different sectors. Community businesses can contribute in particular to service access, tackling disadvantage, and assisting employability and as such, within clear spatial criteria, should be given consideration.
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