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Introduction 

The Federation of Small Businesses is Scotland’s largest direct-member business 
organisation, representing around 20,000 members. The FSB campaigns for an 
economic and social environment which allows small businesses to prosper.  
 
We welcome this opportunity to contribute to the Finance Committee’s inquiry into 
future Scottish Government spending. We note the committee’s call for comments 
on the impact of the recession and, in particular, the impact on public services and 
appropriate response required from public bodies. 
 
In this response we have focused our comments on spending priorities and areas 
of concern from the perspective of small businesses. Strategic spending decisions 
and large capital projects do, of course, have knock-on effects for small 
businesses however it is more likely to be local decisions which impact on many 
businesses. Representing 99% of all businesses and responsible for over half of 
all private sector employment, the importance of SMEs in trading us out of this 
recession should not be ignored.  
 
Economic Development  

The Scottish Government’s objective of sustainable economic growth now requires 
even more focus. Future spending must consider the needs of businesses 
emerging from extremely challenging times and avoid cuts which could setback an 
economy returning to growth.  
 
It is always difficult to define economic development spending, since investment 
across a range of areas could be said to support economic growth. However, 
previous inquiries have suggested that economic development spending has not 
risen as fast as other budgets, and that spending on priorities said to support 
business, such as transport and education, has sometimes failed to demonstrate 
any particular contribution to economic growth. This picture has almost certainly 
been complicated further by the transfer of some economic development 
responsibilities from the enterprise network to local authorities. If the Scottish 
Government’s priority remains sustainable economic growth, then not only must 
we ensure that (comparatively  modest) economic development budgets are 
protected, but we must see spending more clearly linked to economic 
development outcomes at both local and national level.  
 
Local Budgets  

We support the role of local authorities in supporting local businesses to drive 
forward economic development; however this places new responsibilities on local 
authorities. With tight council budgets there is concern that economic development 
will lose out to other priorities at a local level.  In the current economic situation, it 

 



 

will be more important for councils to ensure spending on ‘primary’ economic 
development (e.g. projects directly supporting businesses) is not diluted. Spending 
in other areas, such as transport, should also be better aligned with economic 
development.   
 
It is also worth considering how the economic situation will impact on initiatives to 
support economic development, such as planning reform.  We may need to look 
closely at Single Outcome Agreements to ensure these services are protected.  
 
We do believe that there is scope for better efficiency in the range of ways local 
authorities engage with local businesses, particularly though engagement in the 
better regulation agenda. While some aspects of local regulation are stretched 
(such as trading standards) innovative approaches to sharing and streamlining 
administration, enforcement and inspection could help achieve efficiencies whilst 
also helping businesses.  
 
Business Support 

FSB Scotland is keen to ensure spending on key services, particularly Business 
Gateway, is maintained. Indeed, while there may be less demand for start-up 
services there is almost certainly a need to ensure additional support for existing 
businesses who may face new challenges, such as diversification or restructuring. 
Not all support can be delivered through the existing ‘one-to-many’ format. Such 
support is likely to require funding at local level.  
 
In the longer term, there is a need to discuss the future direction of Business 
Gateway services following the transfer of responsibility to local authorities. FSB 
supported this move however some strategic direction to ensure consistency is 
important. We also believe that discussion about the future of the Business 
Gateway website is required and with the website so closely linked to Business 
Link, any changes in England could have cost implications for Scotland.  
 
Employment 

With unemployment rising, future budgets will focus on getting people back into 
the labour market. Small businesses as employers are often overlooked when 
discussing new initiatives to increase employment (or indeed when small-scale 
redundancies take place). Understandably, it is easier to focus on large public and 
private sector employers for quick wins. However, small businesses have a vital 
role to play in reducing unemployment but this may require a different approach 
and more imaginative solutions. We are currently conducting research to 
determine what could be done to assist more small businesses to take on 
apprentices.  
 
We also believe there would be merit in considering what support could be offered 
to businesses to take on their first employee. Small business owners can see the 
process of taking on an employee as extremely daunting, given the complexity of 
employment law. For some this means missing out on the opportunities of 
expansion.  
 

 



 

Business Rates 

FSB Scotland recently published survey results covering the first year of the Small 
Business Bonus scheme (SBB). These results clearly show that the scheme has 
been a lifeline for many businesses during the recession and has allowed others to 
invest in their business. It seems likely that small businesses will continue to 
experience difficult trading conditions in the coming months and continued support 
for the SBB in the next financial year would be a welcome step to help businesses 
return to growth.  
 
The revaluation is also due to take effect in 2010 and while it is too early to predict 
the outcome of the revaluation process, this (and whether there is a need for a 
transitional rates relief scheme) combined with a potential drop in income from 
rates will likely have an impact on future budgets.  
 
Procurement 

We have frequently stated our concern that in striving for efficiency savings, public 
bodies have increasingly ‘bundled up’ procurement contracts, to the detriment of 
local businesses. We support more professional and efficient procurement 
practices in Scotland but ensuring small businesses have greater access to the 
£8bn spent by public bodies each year will be vital to improve economic growth. 
Ignoring this might make hitting efficiency saving targets easier but it will have 
consequences for business growth and employment in the private sector in 
Scotland.  
 
Susan Love, Policy Manager 
Federation of Small Businesses 
April 2009 

 


