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Executive Summary 

1. This document reports on the primary research undertaken by the Centre 

for Regional Economic Development (CRED) to evaluate the Small Business 

Rates Relief Scheme (SBRRS) in Wales. 

 

2. Specifically it will document the views of SME businesses supported by the 

SBRRS on the impact of the scheme on their business and on the business 

sector in general. 

 

3. The report draws final conclusions and recommendations for the 

consideration of the Welsh Assembly Government. 

Small Business Rates Relief Scheme 

4. The SBRRS was applied by the twenty two local authorities across Wales 

and is aimed at reducing the financial pressure on Welsh SMEs. 

Data sources and methods 

5. The research commenced with a literature review on the impact and effect 

of tax relief on small businesses. This was supported by telephone interviews 

with national public and private sector stakeholders involved with the various 

UK Non-Domestic Rates Relief (NDRR) schemes across the UK. The initial 

interviews were supplemented by telephone interviews with private sector 

stakeholders supporting SMEs in Wales. In cooperation with WAG and the 

Welsh LAs a postal survey for Welsh SMEs was designed and delivered to 

over 3,000 businesses; the responses from 403 were then analyzed. To get a 

deeper picture of the impact of SBRRS, 15 of the respondents to the postal 

survey were interviewed by telephone. To confirm that the research was a 

true reflection of current business perspectives the results of the research 

were then presented to a focus group drawn from the private sector 

stakeholders initially interviewed. 
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Analysis of the background documents and reports 

6. The review of documents and reports indicated that relatively little research 

has been undertaken into the impact of Rates Relief Schemes. Most studies 

suggest that all tax-based interventions must be considered within the broader 

context of business support. The key points are:  

 

7. Tax interventions are more permissive rather than directive in terms of 

policy outcomes.  

 

8. The introduction of thresholds can have unintended consequences. 

 

9. The current economic downturn may increase the significance of rates 

relief for the survivability of a large number of businesses. 

 
10. For the rates relief scheme to work there are hidden costs to the 

authorities in terms of data collection and maintenance. 

 

11. The literature would suggest that all business support schemes, including 

rates relief have to be equitable, practical and accessible. Accurate data 

collection and targeting of relief are therefore important aspects to consider.   

 

12. Previous research conducted in London would suggest that the relatively 

small financial amounts involved in the NDRR schemes would have little 

effect on the behaviour of SMEs; this is contradicted by research conducted 

on a small sample of Scottish SMEs that suggests the support offered has 

benefits that are not proportional to the level of financial aid offered. 

 

13. The parallel SBRR Schemes operating in the UK vary in their 

characteristics in terms of a) the rateable value band widths at which the 

various reliefs apply; b) the need for businesses to ‘register’ for rates relief; 

and c) whether rate relief is available for multiple properties within one 

business.   
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Analysis of the national public/private sector stakeholders interviews  

14. The various national rates relief schemes have all been designed to offer 

the maximum benefit possible to the SME community at large but they all 

have slightly different mechanisms because they were set up at different 

times to meet different business conditions.  

 

Analysis of Welsh private sector stakeholders interviews 

15. There is general support for the current Welsh scheme. The current 

economic down turn is making rates relief more significant to business.   

 

16. Rates relief can be interpreted as a mechanism of support for marginal 

business or for business in marginal areas.  

 

17. The delivery of rates relief can generate unintended consequences as it is 

based primarily on property type rather than business characteristics. 

 

18. More needs to be done to make recipients aware of the benefits they are 

receiving through rates relief. 

Analysis of postal survey 

19. Thirty per cent of the respondents are unsure of the mechanism and 

amount of their rates relief.  The level of awareness is higher for the smallest 

categories of businesses (employing five or less people). The level of 

awareness also varies across sectors with post offices, retail and 

accommodation being most aware.  

 

20. Business rates have the largest financial effect on the smallest businesses 

and so rates relief is most appreciated by the smallest businesses.  

 

21. Over half the businesses felt that rates relief had some effect on their 

business decisions, with over one fifth of the respondents stating that rates 

relief was a significant factor in them staying in business.  
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22. The types of business activities financed by rates relief include staffing 

costs; building and equipment maintenance; investment in IT and marketing 

and supporting new business.  

 

23. The respondents agreed that the SBRRS had supported their sector but 

there were differences of opinion whether the amount of money received was 

significant for the financial sustainability of SMEs. This suggests that for some 

small businesses in the present circumstances, rates relief is making a vital 

difference financially. For others, rates relief may be a welcome financial 

contribution but it is also regarded as an indicator of the level of commitment 

from the Welsh Assembly Government to support the SME sector.  

 

24. Only a very small proportion (8 per cent) of the respondents felt that the 

SBRRS was a waste of public money. 

 

25. The majority of SMEs (66 per cent) with rented property do not believe 

that their landlords charge extra rent because of the SBRRS; however 12 per 

cent believed that landlords took most or all of the SBRR in extra rental 

charges. 

Analysis of business interviews 

26. The interviews confirmed that current trading is difficult with most 

businesses either making no profit or currently operating at a loss in the short 

term. Some have considered closing at the end of the year.  

 

27. The interviewees continue to employ staff where they can and argue that 

staying open is their biggest contribution to the community (some are now 

working 70-90 hours per week). Responses indicate that many business-

owners regard the needs of the community as integral to their own business 

objectives.  
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28. It was their view that the Welsh Assembly Government does and should 

support SMEs and a cut in relief would not be seen as fair.  

Results of focus group 

29. The group accepted that rates relief is seen by SMEs as a valuable part of 

the Welsh Assembly Government’s commitment to this sector. 

 

30. This commitment was important as the attendees felt that the effect of the 

economic recession has added to existing commercial pressures generated 

by the encroachment of various multiples into Wales across many sectors 

(retailing, tourist accommodation). Rates relief is seen therefore as a 

mechanism for defending locally-owned businesses.  

 

31. The difficulty for individual SMEs identifying the benefits of SBRRS was 

attributed to the way in which business owners regard receipt of relief (either 

as a monthly reduction in costs or an annual grant to increase investment for 

the following year).   

 

32. The low awareness of the amount received as SBRRS and the 

mechanism driving it were issues that need to be corrected. Trade and 

professional bodies appear to be keen to work with the WAG to get this 

message across to the SME sector; this would be beneficial to the image of 

these bodies and may help WAG explain how and why the SBRRS system 

might change in the future.  

 

33. The group acknowledge that post offices are probably a special case and 

that the current Welsh SBRRS scheme also supports other SME sectors in 

most need.  

 

34. The group also acknowledged that the current system equitably supports 

Welsh SMEs of various sizes using the most practical and accessible method 

currently available. The current bands for rates relief were probably about 

right pre revaluation.  
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35. Overall the group voiced gratitude from the SME business community for 

the continued support from the Welsh Assembly Government and a desire 

from the business support groups to work alongside WAG in the future 

delivery and communication of this support. 

Conclusions 

36. There is overall consensus that the present Welsh scheme is appropriate 

in terms of the balance between complexity, fairness and practicality.  

 

37. Various parts of the Welsh SBRRS are being mimicked by other nations 

within the UK and this would indicate that at the present time the Welsh 

system has found the most acceptable balance between equity, practicality 

and accessibility. Evidence suggests that there is no major pressure for 

radical change to the mechanisms of the Welsh SBRRS at present. However, 

this should not rule out changes in the medium term should there be a change 

in the Welsh Economy. 

 

38. As recipients of benefits, SMEs are obviously supportive of the SBRRS 

but they also see it as part of the Welsh Assembly Government’s commitment 

to the SME sector in general which is considered vital to the indigenously-

owned Welsh Economy.  

 

39. Many SMEs appear to be unaware of the precise mechanism of SBRRS 

and some seemed uninformed of the exact benefits they are receiving.  

However, the recent revaluation has heightened awareness of rates issues in 

general.   

 

40. It is difficult for SMEs to identify exactly how the financial benefit of 

SBRRS is used to support their business. This in part is because some SMEs 

see it as a small monthly reduction of costs whilst others see it as a larger 

annual grant to be invested in the business.  
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41  The current economic downturn and the encroachment of multiples into 

Wales has made trade for Welsh SMEs difficult over the last year and the 

effect of any reduction in support via rates relief would be significantly 

magnified compared to previous years. 

 

42. The ‘automatic’ solution for SBRRS used by the WAG appears to be 

acceptable to the SME community. 

 

43. It was felt that an increase in the equity of the scheme through introducing 

a tiered threshold would add to the complexity and cost of administration. This 

could reduce the overall benefit to the SME community and thus possibly lose 

majority support of this sector.  

 

44. All business sectors want less tax and more support and their trade 

bodies will inevitably argue for their individual cases. However, there appears 

to be a general consensus (but not a 100 per cent agreement) that post 

offices are, at the moment, an identifiable special case.  

 

Recommendations 

45. Accept that the financial assistance gained by the SMEs from SBRRS is 

supporting their economic sustainability in the current Welsh economic 

environment. This justifies the continued support of SMEs through the 

SBRRS. 

 

46. Increase the awareness of the mechanisms and benefits of SBRRS 

possibly through collaboration with the relevant trade bodies /associations. 

 

47. Maintain the ‘automatic’ mechanism of the current Welsh SBRRS scheme. 

 

48. The Welsh Assembly Government keeps the sector informed and involved 

in the decision process of any new SBRRS. 
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49. Any alterations to the current scheme should be carefully checked by the 

Assembly to ensure that they do not create unforeseen circumstances or 

unintended consequences that are detrimental to third party businesses. 



Response from the Minister for SJLG



Cyngor Sir CEREDIGION
Miss Bronwen Morgan, LL.B.
Prif Weithredwr
Chief Executive

Christine Chapman,
Chair, Petitions Committee,
National Assembly for Wales,
Cardiff Bay,
CARDIFF,
CF99 1 NA.

Dear Christine Chapman,

C E RE D I G I O N County Council
Neuadd Cyngor Ceredigion, Penmorfa, Aberaeron, SA46 OPA

'~ 01545 572000

c,,,,~,,.,~ Ffacs/Fax 01545 572009
bronwenm@ceredigion.gov.uk

www.ceredigion.gov.uk
DX 92401 ABERAERON

Dyddiad 14th March, 2011
Date

Fy nghyf B M/SAT
My ref

E;~n ~Yr P-03-286
Your re(

P-03-271 Business Rates in Narberth / P-03-286 Ceredigion Business Rates

refer to your letter of 3rd March, 2011 regarding the petitions submitted by Narberth

Chamber of Trade and Luke Evetts representing business rates payers in Ceredigion.

Both petitions are identical and ask for the Welsh Assembly Government to conduct an

impact assessment on how the changes in rateable values have affected businesses in

the areas.

While the Council would like to assist you in your request I regret that we will be unable

to do so for the following reasons:

• Most impact assessments take into account various factors that will be affected by

change with the assessment being used to inform the final product or decision. The

rateable values for businesses were changed in 2010 and therefore any impact

assessment undertaken now would not necessarily take into account factors that

would have been prevalent before the rateable value change was introduced.

The Council is the ̀ billing authority' for business rates. In effect this means that we

bill and collect Non-Domestic Rates based on the rateable value of a property (the

rateable value being set by the Valuation Office Agency) and the ̀ rate in the pound'

(set by the Welsh Assembly Government). Billing authorities have no influence over

either of these important factors and I would therefore suggest that the basis of both

the rateable value and the rate in the pound be sought from the appropriate

organisations. The Valuation Office Agency may have undertaken an impact

assessment before the 2010 revaluation Non-Domestic Rates exercise.

• If we were to conduct an assessment of the effects of the rateable value changes of

last year on current businesses, it would need to be consistent with the methodology

applied by Pembrokeshire for businesses in the Narberth area. I would suggest that

such an assessment would be best conducted by independent means to ensure

consistency and impartiality.

Gellir ateb yn Gymraeg neu Saesneg You may reply in Welsh or English

Response from Ceredigion CC



The Council does not have sufficient wealth of data to provide a detailed analysis of
the impact of the rateable value changes. For example, we will not know how many
businesses have closed because they have been unable to meet the new charge;
we will not know how many people will have lost their jobs because a business has
closed or because employers have had to reduce staffing costs to meet the
increased charge.

You asked for the Council's views on the impact of the Small Business Rates Relief
scheme in our area.

• There is no doubt that small businesses appreciate the scheme but there is very
clear evidence that some are confused by one scheme being superseded by the
enhanced scheme only for the original to return 12 months later.

• The enhanced scheme, introduced for the period October 2010 to September 2011
falls within 2 fiscal years. This has added to the confusion and will result in each
business receiving 4 demands covering the 2 years in question.

• Without conducting a survey of all businesses falling within the schemes, we are
unable to assess whether the schemes, old and temporary, have any effect on the
continuation of businesses or on the employment figures in the area.

trust that the above is of assistance.

Yours sincerely,

~~~ ~~~

~—

Miss Bronwen Morgan
Prif Weithredwr
Chief Executive



Response from Pembrokeshire CC
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