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 issued by the Scottish Executive 3 July 2003


BACKGROUND:

The Scottish Retail Consortium (SRC) was launched in April 1999 as a retail trade association for the full range of retailers in Scotland, from the major high street retailers and supermarkets to a number of trade associations representing smaller retailers. 

As a sector, retailing in Scotland employs 252,000 people (one in ten of the workforce) in 28,700 outlets across Scotland, accounting for turnover estimated at £19 billion in 2002.
The retail sector is key to the revitalisation and renewal of urban and rural communities across Scotland. The SRC's members provide a vital community service, a focus for physical regeneration, and sustained investment in people and places. 

The SRC’s parent association is the British Retail Consortium (BRC) with offices in London and Brussels.
OVERVIEW:

The Scottish Retail Consortium warmly welcomes the Scottish Executive consultation on Business Improvement Districts and hopes that once responses have been duly considered, proposals on the way ahead are published in the near future.  If BIDs are to go forward, it may be worthwhile considering funding a pilot scheme and then introducing legislation to enable full BIDs to take place.

The SRC supports the BIDs funding mechanism and believes that if they are developed and led by the private sector, they will be key to the continued regeneration of our towns and cities.  There is a huge value attached to building such a partnership between the private and public sectors and this could lead to a positive and effective approach to urban regeneration in the future. 

If such enabling legislation is passed, the SRC would urge the Scottish Executive to also publish clear guidance containing examples of best practice and defining the roles and responsibilities of all potential partners.

SRC’S KEY VIEWS ON BIDS: 

· There should be a minimum turnout of businesses in a vote for a BID and this should be set at 60%;  

· The clear demonstration of additionality to services provided by the local authority and other public sector providers is the key element of BIDs;

· A way to include property owners by statute should be found;

· A BID, if not initiated by the private sector, should be run in conjunction with the private sector, who should have a minimum of 50% representation on the BID board, and the BID’s business plan objectives should meet the needs of local businesses.

ANSWERS TO THE SPECIFIC QUESTIONS RAISED IN THE CONSULTATION PAPER:

Question 1: Do you agree with the proposed balance between a legislative framework and local choice? Do you think more (or less) aspects should be covered by legislation?
The SRC believes that the function of legislation is to ensure that BIDs throughout Scotland have the same basic constitutional and administrative format, and adhere to a set of rules rooted in basic principles. Legislation must strike a balance: ensuring uniformity in administrative structure while at the same time being sufficiently flexible as to allow for the BIDs to apply to a wide variety of functions and locations. 

The need for coherence is essential to allow for businesses with multiple sites to be able to understand and engage with several BIDs. It is also important that differing systems do not cause bureaucratic complications within local authorities having to administer many different schemes. In addition and clarification to proposals set out in the consultation document, the following areas should be prescribed by legislation: 

Additionality: 

With reference to section 8 of the consultation paper, legislation must make it extremely clear that BID services are in addition to local authority services as a principle of the whole funding mechanism.  Therefore, it must be made clear how, who and what makes a baseline survey of expected local authority services before a BID vote takes place.

Initiating a BID: 

The SRC believes that the BID could be initiated by either the public or private sector. However, the BID should come about as a result of private sector individuals promoting a scheme to fulfil a local business want or need, or with full and informed backing for a proposal from the private sector. The SRC is cautious as to the danger that the public sector could view BIDs as a method of driving improvements that they perceive to be needed by business, whether this is true in fact or not. 

 
BID Board:

We feel that section 13c) does not currently meet the principles laid out in section 6), particularly the first of these: “BIDs should be a partnership between the public and private sector”. A fundamental driver of a BID is its foundation in the local business community. The SRC believes that the Board must be at least 50% constituted by private sector members and that the chair must also be a private sector representative. This is essential if the BID is to:

· Win the backing of the local business community. Local businesses must have confidence that the BID is motivated to serve their needs. 

· Have the necessary focus to provide the solutions needed for local businesses. The highly focused nature of these schemes makes it imperative that the BID has strong private sector leadership. 

· Communicate effectively with and understand the requirements of local business people. 

Voting on a BID: 

The SRC believes that the voting system should be set out in legislation: a postal ballot should be sent along with a full business plan proposal, at least 56 days prior to the opening date of voting; that the ballot itself be conducted by post over a 6 week period, as this time frame would give local businesses adequate time to decide on the merits of the proposals.

Billing:

The SRC believes that the BID levy should appear as an additional charge on the main rate bill. This would allow the local authority to issue one bill, minimising their administration costs and simplifying the process. If only one bill is issued to ratepayers it must be very clearly split up into its component parts. The SRC oppose the use of separate bills as this could lead to a variety of problems in difficulty and expense of administration. Individual BIDs should not be allowed to adopt different billing methods. This would be confusing for local authorities to process and difficult for ratepayers (especially SME’s) to understand at local and national level. Clear and concise regulations need to be set out to avoid confusion and legal disputes. This should not be left to a decision at the local level. 

Levy:

Clear national guidance is essential. Those developing BID proposals should be supported by regulation encouraging methods of calculation that are simple and fair. For the same reasons as outlined above, it is not preferable to have very different methods of levy calculation in each BID area. 
There are many possible options for the BID levy. It could be a percentage of the rateable value of each ratepayer in the BID area, but could vary by business type if required. Such a system would allow local BID proposers to take account of ratepayers with different incentives involved (i.e. retailers v. office-occupiers, tenants v. owner-occupiers) or the abilities of different businesses to pay different amounts (i.e. small and micro businesses seen as a key part of differentiating the town centre) by levying at several different levels. Another variation on this could be the introduction of a simple banding scheme similar to council tax. (e.g. 4 rateable value quartiles within BID area: lowest rv quartile pays X%, next highest rv quartile pays Y% etc).
The BID levy should not be a percentage of the rate bill of each ratepayer In the BID area. As each ratepayer's rate bill will vary each year due to transitional relief and changes to the multiplier, it will be difficult for the BID to budget if the levy is based on individual rate bills.

Questions 2 & 3: Do you agree with the voting scheme proposed? Is the dual 50% threshold by number and rateable value reasonable? Is it reasonable to base the percentage on those voting, rather than those eligible to vote? Should a minimum percentage of businesses have to vote (by number and/or rateable value) for the vote to be valid? Do you have a view on what that level should be?

For BIDs to succeed they must gain in-depth support from the local business community. We are glad the dual voting mechanism (by rateable value and by individual ratepayer) has been chosen. This should prevent smaller ratepayers from being outvoted by rateable value and larger ratepayers from being outvoted by individual hereditament. 

However, appropriate and effective protection from poorly formulated proposals is essential to protect ratepayers from potentially limitless increases in taxation. Those proposing BIDs need certainty over the levels of support required for a proposal to be approved at local level. The current proposals fail to deliver any meaningful safeguards for ratepayers or certainty for BID proposals. The consultation currently specifies that the votes required for a BID (by hereditament and by rateable value) are a majority of those who actually cast a vote rather than a majority of the electorate. For the SRC this poses major problems that could undermine the support of many retailers in BIDs.

To ensure effective protection for Ratepayers and provide BID proposals with certainty over the level of support required, legislation should promote a turnout threshold (in addition to the basic dual hereditament / rateable value vote system) that has to be met for the BID vote to be considered valid. This would need to be set at a realistic level. If set too high, very few proposals (irrespective of their individual merits) would ever get off the ground; if set too low the problems of ratepayers being railroaded into schemes that have little appeal - would remain. We therefore recommend that a percentage majority (>50%) is clearly specified but is subject to a specified turnout threshold. The SRC suggests a threshold of 60% turnout for any vote to be valid. 

Question 4: Should there be a minimum level of support among businesses in the BID area before any vote goes ahead? Do you have a view on what that level should be? 

The SRC believe that there should be a requirement for a petition of 5-10% of ratepayers before a vote can be called. This would protect retailers from poor proposals and local authorities from co-ordinating poorly supported ballots. This threshold should be clearly incorporated into legislation to give certainty to ratepayers and those proposing BIDs.  

Question 5: The proposed maximum number of years the BID mandate can last before a new vote is required is 5 years. Do you agree?

It is essential that BIDs remain tightly focused, serve a specific purpose and face continued review and evaluation. There must therefore be a limit to how long any particular BID can exist before its electorate has the ability to renew its mandate. Without this power, the BID would have tax raising powers unlimited by any time period, an entirely unacceptable and unjust system. BIDs are local solutions for local problems and should exist for a specific time-limited purpose. The suggested period of five years should give a BID sufficient time to achieve the most common goals. Indeed, in many circumstances the BID may plan to achieve its aims before this time period and should therefore set its date for dissolution or renewal earlier than the maximum 5 years.  The Scottish Executive may wish to consider including a clause that would allow businesses to terminate a BID before 5 years if it has diverted from the agreed business plan.

Addition to voting information:

In addition to the information required for a vote to take place, those voting should also be informed as to the geographic area and the business type(s) on which the additional costs are to be levied. This is essential for those voting to be able to understand the BID proposal in its proper context. 

Question 6: Do you agree that a local authority should have the right to veto a BID scheme under circumstances set out in legislation? Are there any other circumstances which you think should be considered?

The SRC understands that there is some potential for conflict between BID proposals and the activity of the local authority in certain circumstances. The use of the veto by a local authority should be an extreme measure, only used where a local authority can display beyond doubt the damaging impact a proposal would have. It should be used only as a last resort, where negotiation has not been able to produce a plan agreeable to both sides. 

Section 22 specifies that the views of local residents could potentially be a source for a BID proposal being vetoed. For the reasons given above, the SRC views the use of the veto as an extreme measure that we hope will only be used sparingly. The SRC believes that the views of local residents should be taken into consideration alongside the views of all other stakeholders (e.g. the business community) and should not have overwhelming or disproportionate influence on a scheme. The exact definition of a ‘local resident’ should also be made clear, with the SRC preferring the definition ‘reside within the district covered directly by the BID’.  

Question 7: Do you agree that local businesses supporting a BID should have the right to appeal to Scottish Ministers if they disagree with the use of the veto by a local authority?

It is crucial that there is a right to appeal any veto used by a local authority. An appeals process should exist as a matter of course, allowing for a proper review where those parties behind a BID proposal feel particularly aggrieved by the decision of the relevant local authority. As BIDs will exist to serve a business need, the kind of proposals that will generally be put forward are unlikely to cause sufficient concern to raise objection. The use of the veto is therefore likely to be infrequent. As a result, situations where businesses may choose to appeal to the Minister will be few. It is unlikely that where a local authority had properly justified its decision, an appeal would take place. 

Question 8: Do you agree with the approach taken towards landlords i.e. that they are encouraged to participate in the development, implementation and funding of a BID through voluntary contributions and that the contribution is disclosed as part of the BID proposal? If not, do you have any other suggestions?

The SRC welcomes the acknowledgement that property owners will benefit from the creation of BIDs in their areas and therefore believes that their involvement should be mandatory. Property owners have a key long-term interest in urban management – whether through a BID or the continuation of an existing voluntary scheme. The owners of property and not those who occupy it will often feel the benefits of a successful scheme, such as higher land and property values leading to higher rents, most keenly. A system that did not include property owners would see occupiers being penalised for supporting a BID: paying once for the BID levy and then paying again in the form of increased rents (values are likely to rise as a result of the work of BIDs). 

The SRC firmly believes that the non-inclusion of property owners would undermine the potential of BIDs from the start, removing the interest group that has the vested interest in and the most to gain from any successful BID model. As with existing town centre management schemes, gaining contributions on a voluntary basis is beset with problems. This will continue if property owners are asked to contribute on a purely voluntary basis. Such a situation is entirely inequitable, as occupiers will ultimately be penalised financially through higher rents. We believe that many occupiers may be forced to vote down the BID proposal on this basis. 

The SRC asks the Scottish Executive to investigate options for the mandatory taxation of property owners as part of the powers granted to a BID through legislation. The SRC believes this is feasible in Scotland and would avoid the serious deficiencies of the English and Welsh legislation. Through our investigations of existing BIDs abroad, and those developing in England and Wales, we are without doubt that unless property owners are involved in the same mandatory manner as occupiers, many BIDs will be unable to gain sufficient support from occupiers to be successful, and many others will be seriously hampered from the start. 

A way to include property owners would be for BID proponents to identify all the property owners in the BID area who would then be described in the BID arrangements, by name of the legal owner, an address and by reference to the relevant hereditament to which the superior property interest relates.  The means of calculating the proportion of the BID levy to be paid by a property owner and that to be paid by an occupier of any one hereditament would then be set out in the BID arrangements.
Question 9: We would welcome views on whether there is a need for the BID concept to be developed further to be of greater use in rural areas and, if so, we would welcome suggestions on how this could be done.
The SRC does not believe that modified regulations would be required for BIDs in rural areas. The BIDs model should be sufficiently flexible so as to be applied to a variety of locations and situations. The regulations on which BIDs in Scotland will be based should facilitate this, ensuring that the basic uniform requirements of a scheme are sufficiently robust to suite any application. BIDs will be very diverse from site to site and there is no reason for a rural specific version.
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