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The Importance of Consulting with Small
Businesses in the East Midlands

e are approximately 280,000
businesses in the East Midlands, 99 % of

which are small businesses employing
under 50 employees and 95% with less than
10. Together they provide over 720,000 jobs,
or approximately 44% of all private sector
employment in the region and 38% of the
private sector’s £150,000 million turnover.*

As employers of local residents, suppliers of
local companies, and providers of essential
services, small businesses are a key part

of the East Midlands economy. They are
essential to the integrity of local supply
chains, vital to the long term sustainability
and growth of communities and the regional
economy.

The Federation of Small Businesses (FSB)

is the largest direct member business
organisation in the UK currently with over
211,000 members and growing every day. In
the FSB's three East Midlands sub-regions
there are around 17,000 members, operating
across the full spectrum of sectors. The FSB
is the only business organisation dedicated
to promoting and protecting the interests of
small businesses and as such can provide
the best impression of the impact of public
sector palicies and plans on small businesses,
whether as a result of local developments or
regional plans and initiatives.
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The FSBis a member led organisation, with
members making up committees and lobbying
groups at three administrative levels, all of
relevance to all tiers of the public sector:

1. The East Midlands Policy Uit
QGonducting research to monitor the impact of
plans and initiatives from organisations such
as emda, the Regional Assembly, and GCBW..

have close and effective working relationships,
for example through developing and testing
practical schemes together on an Employment

Partnership. However, often small businesses
feel like the silent taxpayers, contributing
greatly but with little voice in the future of the
community.
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| businesses need to be consulted and
to know that their voice will not only be heard
but taken into account. For example, under
SECTION OF THE ,OCAL
Act 1992 |ocal authorities have to consult with
businesses on their proposed budgets each
year. Some local authorities do this very well,
with meetings arranged well in advance and by
providing relevant brie ng papers. However,
some do not give suf cient notice of meetings,
may just send out a complicated pack of
Why are small businesses so important? papers, or only consult with one business
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other public bodies have a direct impact on t. I FESPONSILIILES.  TNiS 1S reatly oy paying
everybody’s lives, including the livelihoods of lip service to consultation and is not acceptable.
small business owners and their employees.

2. The three sub-regions of:
s ,EICESTERSHIRE
s ,INCOLNSHIRE
s .OTTINGHAMSHIRE AND
Working with local authorities, the palice and
other sub-regional partnerships and agencies.

3. Seventeen branches
Meeting regularly and have good linkages
with many members able to provide evidence
and local knowledge. Their meetings can
provide an opportunity for local authorities
and other local groups to disseminate
information and gauge the effect of their
ideas and actions.

Businesses have a genuine stake in the
effectiveness of local government, as
bene ciaries of services like waste disposal,
street cleaning and the condition of local
ROADS
incentive to support not only the creation of new
enterprises, but existing businesses too. Public
bodies can help underpin the process of wealth
creation, but it is the private sector that creates
the wealth.
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In some areas, the public sector and businesses  Provide opportunities for small businesses

to serve on councils and be members of
partnership groups.

I@RyLsn@I LrbHs PE would like to

i

become councnérs and take an active part

IN GROUPS SUCH AS 3UB 2EGI
Strategic Partnerships. They are all busy people
however and usually cannat afford to take time
out of the business during the working day.
Gouncils and partnership groups, who often
struggle with achieving ‘employer engagement’,
should therefore consider holding more
meetings in the evening. On the partnership
groups small businesses need to feel that they
have a genuine role, that their input is valued
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to‘tick the box'.

It is impassible in a publication of this nature
toinclude all aspects of the interaction of the
public sector with small businesses. e have
therefore identi ed nine key areas where the
relationship is crucial:
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,OCAL AUTHORITIES THEREFORE HAVE A DIRECT
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he Local Authority Business Gowth +EY 2ECOMMENDATIONS
Incentive Scheme (LABQ) provides an
incentive for local authorities to promate

economic growth in their area.

LABQ delivers nancial rewards directly to
councils that promote economic growth in their
areas by alowing them to retain a share of any
increases in revenue derived from Business Rates.

The money is additional to the funding provided
through the Local Government Fnance settlement
for core senvices.

As the award is not known in advance, it cannot
be induded within the normal local authority
budgets and is in the nature of a“windfall”
payment.

However, at present it is nat ring fenced and local
authorities can spend it on other areas rather than
using it to promoate business growth.

2008 is the third year of the LABQ scheme and
in the provisional awards announced by Local
Government Minister John Healey on 2nd April
2008, East Midlands local authorities have shared
awards of just under £26m.

Anational scheme to replace LABA after 2008
has till to be announced.

*Rrovisional Awards subject to gopeal.
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ational Non Domestic Rates (business
fates) represent one of the largest
expenditure items for small businesses.
It is often the third, or even the second, largest
expenditure after wages and property rents.
It is the only tax which is nat related to the ability
to pay (although some hardship reliefs may be
available in certain aress).

Small businesses pay a disproportionate amount
of their income in business rates. It is estimated
that a small business may pay upto vetimes
more in business rates, as a proportion of their
turnover, than alarge business.

Business rates are now a major burden for small
businesses. The FSBis calling on government
to keep the business rate as low as possible
and is calling on local autharities to do all they
cantoreducethe nancial burden which small
businesses face.

The Small Business Rate Relief
Scheme (SBRR):

Introduced in April 2005, the Small Business Rate
Relief scheme offers a discount of up to 50%to
qualifying small businesses.

It is vital that local authorities in the East Midlands
advertise this scheme and encourage their local
small businesses to daim for this tax relief.

Failure to do so may mean that many local small
businesses will continue to suffer hardship
unnecessarily.

The FSB has been monitoring the different local
authority approaches to this very important small
business issue.

We are pleased to report that many small
businesses in the East Midlands are aready
bene tting from the scheme but, for many local
authorities, much more needs to be done.

Several authorities, even after some years of the
scheme, are still only achieving alow percentage
take up of the SBRR

This scheme is one of the best ways in which local
authorities can support entrepreneuria activity.
There is evidence in the East Midlands to suggest
that proactive canvassing and working locally with
the business community can signi cantly improve
the take up of SBRR

+EY 2ZECOMMENDATION
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ithin the East Midlands, there are 45

local authorities who together, spend

a considerable amount on procuring
products and services. In addition, the Netional
Health Service, the  ve Rdlice forces, and the
Fire & Rescue services within the region all have
considerable budgets.

An estimate given in 2006 by GCBM and emda
at an event called ‘ Public Sector Procurement
in the East Midlands — A Strategic Debate’ was
that in 2005, public expenditure in the region
amounted to a massive £23.2 hillion (37% of
the East Midlands economy). The potential of
public procurement to contribute to economic
development is therefore substartial.

However, the Federation of Small Businesses
survey of nearly 19,000 UK small businesses

— Lifting The Barriers To Gowth in UK Small
Businesses 2006 — showed that only 23.5% of
businesses directly supplied local authorities;

just over 19% directly supplied schodls; less than
16% directly supplied Lhiversities and calleges;
just over 10% directly supplied to the NHSand
just over 7% directly supplied the Rolice or Fire
Senvices.

Considerably smaller numbers of businesses also
indirectly supplied the public sector.

Amere 3% of businesses said that the public
sector was their main customer!
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The FSBis concerned that the majority (over 76%0)
of small businesses do nat trade with the public
sector at all. The same Lifting The Barriers To
Gowth sunvey asked why businesses were not
trading with the public sector at present.

The main barrier is the perception that the
process is too complicated, time consuming and
bureaucratic to be worthwhile,

“Too much paperwork” wes frequently cited by
respondents.

Whilst the demands of ELiropean law and good
practice reguire comprehensive documentation
and prohibit the favouring of local businesses,
nevertheless it is eminently possible to ensure that
all paperwork is relevant and understandable and
that local businesses are helped to understand
the particular requirements of public sector
procurement.

The FSB welcomed the publication of the Small
Business Fiendly Goncordat in 2004. The
Qoncordat is away for local autharities to show
their commitment to small businesses. All local
authorities were due to have signed up to the Small
Business Fiendly Goncordat by December 2005.

Todatethe gures for the East Midlands local
authorities are:
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#ASE 3TUDY

The Lincalnshire Procurement Forum (which
includes Lincolnshire Gounty Gouncil; the seven
Lincolnshire local autharities; Lincoln Lhiversity;
Lincolnshire Rdlice; Lincolnshire Fre & Rescue
and the Lincalnshire Health Service) worked with
the Lincalnshire Region of the Federation of Small
Businesses and the Lincalnshire Chamber of
Gommerce to increase the number of small and
local businesses tendering for business.

The Forum developed an introductory “How to
Tender” presentation and, subsequently developed
in-depth training on the completion of Pre

Quali cation Questionnaires (PQRk) and Invitation
ToTender (ITT) documentation.

During 2007, introductory presentations to small
businesses were held in Lincoln; Louth; Stamford;
Gainsborough; Grantham; Boston; Skegness;
Seaford and Spalding. In-depth training on
completion of RQQand ITT forms were held in
Lincoln, Grantham and Boston.

Sofar during 2008, procurement training for small
businesses has been held in Louth, Gainshorough
and Spalding and a full day “ Meet The Buyers”
event is planned.

The FSB applauds the action of the Lincolnshire
Procurement Forum in leading the way with
speci ¢ training for local small businesses.

We would like to see a continuous program of
training events held throughout the East Midiands
on aregular basis.

+EY 2ZECOMMENDATIONS
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he implementation of regulations, and

monitoring of new ones, is one of the

greatest barriers to growth small businesses
face. Administrative burdens for small business
are vetimes more costly and take  ve times
longer to process than for larger businesses.
The effect of over burdensome legislation on
local economic prosperity is enormous. Contrary
to belief, the majority of small business owners
recognise and welcome the need for well
executed regulation.

Businesses (both large and small) have raised
concerns with the government about the
administrative burdens that they face from
enforcement of regulations by trading standards
and environmental health of cers. The main areas
of concern are that activities are not always well
coordinated, nat always consistent and nat always
as well targeted as they could be. For example,
business can receive different advice at different
times and from different authorities on what they
need to do to comply with the law.

Whilst the vast majority of new regulations that
affect business ariginate from the BJor central
government, local authorities must interpret and
enforce many of them. The FSB strongly supports
action against businesses that deliberately ignore
their responsibilities and refuse to comply with
regulations. Local authorities however need to be
sensitive to the challenges small businesses face
in order to achieve compliance within a complex
and changing regulatory regime.
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Many regulations are enforced by local authorities
and the FSB welcomes the Local Better Regulation
O cewhichwas set upin May 2007. W\e have
also welcomed the statutory foating for the
Gompliance Gode. Advice and enforcement
should not only emphasise stamping out rogue
businesses but also bring honest businesses,
where they have made a genuine mistake, back
into compliance.

An example of where fair play comes

into force

All supermarkets wishing to build a new store
should pass a“Needs Test” at local authority level
to show there is demand for a new supermarket.
This would apply even where and when there

is not an existing supermarket serving the
community. The FSBwants to see this as part of
new regulation at local and central government
level to ensure small businesses are not adversely
affected.

The recent report from the Gompetition
Gommission recommending that if one
supermarket dominates an area, then more
supermarkets should be encouraged there to
increase competition is not appropriate and could
further harm local independent retailers and
decrease their chance of survival.




Steps to build on +EY 2ECOMMENDATIONS

mall businesses are not looking for

anything extra— just alevel playing eld

t0 ensure that they can compete. Bvery
business has the right to expect this.

Overzealous inspection of local businesses
should be stopped. Thereisnoneed. Providing
local solutions to these red tape challenges

is where the bene t will be found, not from
aggressive regulators.

Enforcement should be carried out in such away
that it is transparent, consistent, proportionate,
accountable and targeted. Most local businesses
value the suppoart of their local authority and this
must be built upon. Local authorities should work
in tandem with BERRto help reform and tackle
unnecessary regulation.

Local authorities carry out more than three
quarters of all inspections in the UKand we
would hope that improvements will be made to
help improve the relationship between them and
local business. Rutting this in place will help
businesses prasper, which inturn should lead toa
healthier local economy.

FB research shows that small businesses spend

over 7 hours each week dealing with regulations

and llinginforms. This time could be better

invested in:

s GENERATING JOBS

s GROWING THE BUSINESS

s WORKING WITH LOCAL COMMUNITIES

s PROVIDING A BETTER WORK LIFE BALANCE
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he House of Gommons All-Party

Parliamentary Small Shops Group “Hgh

Street Britain: 2015" (published in 2006)
reports that 2000 local shops are dlasing each
year and states that by 2015 there will be no
independent retailers still remaining in the LK

This amounts to the dosure of over 50,000 small
businesses! (In the four years prior to 1996, 7,337
independent stores dosed. During the same
period the market for convenience stores grew at
arate of 5% each year.)

The average person now travels 893 miles a year
to shop for food and the dosure of local stores willl
increase that amount.

To secure the future of small shops across the LK
and safeguard the choice and competition that
people expect in the market place, the FSB has
launched a campaign to* KEEP TRADELOCAL” .

The FSB has opened a petition on the 10 Doaning
Street website at
andis

aiming to callect one million signatures in support.

However, the FSB s calling on local aLthorities
to support all of their local small businesses by
taking a positive stance to“ KEEP TRADELOCAL!”
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mall businesses are dependent on transport
infrastructure for the movement of goods

and services, to enable their employees to
get to and fromwork and for customers.  Most
small businesses are dependent on roads for
all functions and most trade within a 50 mile
radius of their base, so local road networks are

particulaly importart.

FSB research has revedled that the average
business loses 6.8 man hours per week because
of congestion. The FSB welcomes the work
being done by six East Midlands councils to

nd ways to improve the situation, but does not
support the introduction of Gongestion Charging,
as it does nat differentiate between essential and
non-essential traf c.

+EY 2ZECOMMENDATIONS
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time and the fear of crime is amajor

concern for many small businesses

because it is not just a crime against the
business but against the owner, staff, customers
and the wider community. The FSB's‘Qimes
Against Business: the forgotten fth’ report from
2007 highlights that one fth of all recorded
crime is targeted against business and that 57%
of businesses have been the victim of crime in
the past 12 month period. The cost of crime
against business to the economy nationally is
£12.6b*. All too often scarce nancial resources
are wasted dealing with the effects of crime.
This may deter further investment, reduce
employment opportunities and hasten business
closure, a contributing factor in the decline of
town centres and wider communities.

+EY 2ZECOMMENDATION

*Chamber of Commerce recent survey
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S . . . .
anning Regulations must not sti e crime
prevention‘measties

Qurrent planning regulations in certain areas
effectively prevent businesses from installing
crime prevertion measures: They must be
relaxed to allow businesses to protect their
premises. New developments must be designed
to ‘Build Qut’ crime. Security and crime
prevention measures should be disaggregated
from the rateable value of a property and not
lead to higher business rates.




aste management issues are akey
concern for small businesses. Increased
regulation and taxationin this eld are
particularly burdensome. The FSB believes that
small businesses suffer as a result of a poor
system of local waste infrastructure and alack
of local government awareness of the special
dif culties faced by businesses.

Measures to prevent the illegal dumping

of waste

Ry tipping, the illegal tipping of waste, is an
environmental crime of which small businesses
are largely the victims. Removal of this waste is an
expense which the victim is obliged to absorb.
Increased funds must be made available at a local
level to enable authorities to tackle this crime and
its causes more effectively.

Waste electrical and electronic equipment

The Waste Hectrical and Hectronic Equipment
(WEED) Regulations came into force in January
2007 and set targets for the collection, recyding
and recovery of all types of electrical goods.

As local aLthorities form part of the domestic
WEEE cdllection infrastructure, the FSBwould
urge them to provide similar facilities for small
businesses.

+EY 2ZECOMMENDATIONS
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he planning system has considerable direct

and indirect impact on the conditions under

which small businesses have to operate.
Hence the plan development process should be
designed to encourage the pasitive involvement
of the private sector, as well as resident
communities.

Thriving and growing small businesses are an
essential part of a healthy local economy and

the cornerstone of local authorities’ economic
development strategies. Small businesses
wanting to build or expand their premises however
often find it hard to understand the process or the
reasoning behind decisions, which sometimes
appear to be restrictive or negative.

+EY 2ECOMMENDATIONS
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FSBMerber (Alisbh Qniith todk over &medidote
café in Edwinstowe, Nottinghamshire in 2004 and
transformed it into the high quality and thriving
Maid Marian Restaurant, employing 13 local
peaple., It now needs to expand to ensure. it meets
increasing demand and remains as an asset for
the local community and Edwinstowe's tourism
fole! Thereis plenty of roomon-siteybut Wisin

a Qonservation Area. The planning application
and appeal were refused, demonstrating the
importance-of early discussionnithplanners:
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