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Following the Chancellor’s announcement in Budget 2006 that the number of business support programmes should be reduced from over 3,000 to 100 by 2010, we were pleased to accept the invitation to sit on the Business Support Simplification Project Users’ Group.  Since then, we have been working with the Small Business Service and other Government departments and





Independent Advice to Government Direct from Small Businesses
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Since we submitted our report, the BRE has announced changes to the Impact Assessment (IA) procedures.





We welcome the fact that the new IA process has been redesigned.





In particular we welcome the ‘at a glance’ look at the annual costs of a new regulation broken down by business size as we recommended and the requirement on officials to consider exempting micro and small businesses from regulation where possible.





Employment legislation





The Council has continued to work with the DTI on the implementation of its employment legislation as this area of legislation has one of the most direct effects on employers’ decisions with regard to the way in which they manage and grow their workforce.  
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The Small Business Council was set up in May 2000 as an advisory Non-Departmental Public Body that:





reports to the Secretary of State for Trade and Industry on the needs of existing and potential small businesses in order to increase their opportunities for success and growth;





advises the Chief Executive of the Small Business Service; and





advises and reports on the effects on such businesses of the activities and potential activities of government, including the Small Business Service itself.





contents





The Government should ensure in particular with Specialised Diplomas that enterprise, and leadership and management are included in the curricula.





Pensions





The Council has devoted considerable time to the Government’s proposals for personal accounts as part of the National Pensions Savings Scheme and the potential additional regulatory and cost burdens that this might create for small businesses. 





The Council has taken the view following the Pension Commission’s Report that the Government was right to tackle pension provision and therefore accepted the consequence that employers would have to make a contribution (which will be set in legislation as we requested) if there was to be a pension for their employees.








chair’s foreword








As this will be the last report from the Small Business Council (SBC) I want to take the opportunity to thank a few people.  First I should like to thank all the Council members who have given so freely of their time.  In particular my Deputy Chair Sean Taggart and the moderators of the four interest groups which covered better regulation, tax simplification, skills, business support and enterprise – all of whom have come together frequently to ensure the Council continued to move in the right direction.  





I should also like to commend the enthusiasm of our newest members who have sadly not had the opportunity to make the sort of contribution that the others have done and of which they are more than capable. 





I should also like to thank various officials in the Small Business Service for their sterling support and personal commitment to the work of the Council and for their hard work in taking forward the small business agenda on behalf of the SBC across Government.





I have greatly enjoyed my time as Chair and I believe that the Council has played a distinctive role facilitating contact between Ministers and officials and small businesses.  Small businesses make up 99% of all businesses and are well known as being difficult to engage with because of their size and diversity, not to mention that most small business people work 24:7 in order to keep their businesses going.





The Council has played above its weight in providing the Government with advice and influence.  It has given them some insight into the way small businesses think in order to maximise the contribution they make to the economy. 





As the work of the Council comes to an end it is vitally important that the Government finds new ways of building their direct understanding of the consequences of their policies on the small business community, and I look forward to helping Margaret Hodge, Minister for Industry and the Regions make this transition.











As far as employment dispute resolution is concerned, we believe that there is scope for having simpler and more flexible procedures which do not polarise workplace disputes at an early stage, when there is still the possibility that the parties might reach agreement.  The Government should make provision for earlier and less formal involvement by Advisory, Conciliation and Arbitration Service as a genuine advisory and arbitration service designed to obviate tribunal cases.
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Planning Guide





The Council is pleased to report that the guide to the planning system that has previously recommended is about to go live on the ‘Planning Portal’.  The Council is grateful to the Small Business Service and the Department for Communities and Local Government for agreeing to prepare this.





The Welfare Reform Bill:





Statutory Sick Pay (SSP)





The Government proposed to remove the three “waiting days” that must elapse before Statutory Sick Pay is payable by an employer.  We immediately challenged this proposal, as did other business and








Better Regulation





Review of Regulatory Impact Assessments by the Small Business Council March 2007





Response to the DTI Energy Review








The Government’s ability to promote enterprise will, to a great extent, determine the future growth of the British economy. Virtually every area of Government activity has some effect, either directly or indirectly on enterprise and the propensity of new and existing businesses to grow, prosper and contribute to the wider economic needs of our society.





This part of the report highlights the work we have done in relation to areas of Government activity and policy, where it most directly affects the growth of enterprise within the Small and Medium Enterprise (SME) community. In particular, the Council supports the Government’s ambition to increase the number of new start up businesses and to encourage individuals who are under-represented in this area, such as women and those from economically disadvantaged sectors, to set up businesses or social enterprises.  It is especially important to encourage start-ups in high growth areas and in companies with the potential to develop.





Business Support





Devolving the responsibility for the delivery of business support to the Regional Development Agencies (RDAs) together with the new Business Support Simplification Programme announced by the Chancellor in the Budget 2006 represents a considerable challenge for central Government, the RDAs, local authorities and other publicly funded business support agencies.  There are practical challenges to ensuring that publicly funded business support programmes are accessible and relevant to the business community whilst delivering value for money to the taxpayer. 





One small example of the issues surrounding the regional provision of business support services is our concern that within science and business parks





throughout the country there is early stage office space for start-up companies and grow-on space for later stage companies.  These must have access to other services especially mentoring and business angel networks.  The Council would encourage the Government and the RDAs to do more to support viable incubation schemes. 





An important element of our work this year has been to review the delivery of business support through the RDAs to see if the Business Link services and brand maintains a consistency of provision across the regions and whether employers are still finding it accessible.  The Council has held meetings with the Enterprise Directors of most RDAs in order to learn how business support is being delivered regionally and to explore issues such as whether business and skills brokerage is integrated and about the provision of specific programmes. We have provided feedback and advice following these meetings both to the RDAs and the Small Business Service (SBS).





SBC advice to Government





publications produced during 2006





agencies to provide a confidential sounding board about the value of the various programmes.  For this initiative to achieve its objectives it is necessary for those in the Small Business Service to obtain buy-in and co-operation from all Government Departments.





Whilst we welcome the simplification programme, the Council has been concerned that the project’s ambitious timescale could mean there is insufficient time to consult employers adequately in order to establish the value of different products and services.  As a result we believe valuable programmes may be lost.   Given the size of the task and the lack of transparent business input into the rationalisation process, it is our view that this danger is very real.





Linked to this, we have also given feedback on the Simplification Toolkit that Departments and Agencies are using in order to assess which programmes should be retained and which should be lost.  In our opinion, the Toolkit is both ambiguous and over complicated, leading to a danger that results could be manipulated in order to retain ‘pet’ programmes.





The Council welcomed the decision to bring local authorities into the simplification process as they also run a vast range of business support programmes. As many small businesses operate on a very local level, local authority programmes can have a disproportionately high profile with them and unless they also ‘de-proliferate’, the extremely positive work being done by central Government and the RDAs could be lost.





SBC advice to Government





Finally, the Council has noted the recommendation in the Varney report on “Service Transformation: A Better Service for Citizens and Businesses, a Better Deal for Taxpayers”, for the businesslink.gov website to transfer from the SBS to Her Majesty’s Revenue and Customs (HMRC).  The Council believes this website fully justifies its award–winning status and trusts its efficacy will continue to grow.  In accepting responsibility for this website HMRC must ensure that the site continues to evolve to offer further valuable resources for the SME community.





Knowledge Transfer





The Council supports the Government’s long term investment in Knowledge Transfer and its development of the capabilities of the UK’s Higher and Further Education sector.  The Council welcomes the wide range of schemes and programmes enabling collaboration between small businesses and the universities to take place, but it also believes more should be done to increase these.





Many small businesses have successfully collaborated with the universities. Schemes such as the Knowledge Transfer Partnerships (KTPs) have been extremely successful.  However, there is a lack of knowledge within the SME community about the benefits of cooperating with higher education institutions and where this has occurred, there is a perception that universities focus on their own spin-out companies, licensing intellectual property and prefer to work with larger companies.





A further problem is the way in which the Research Assessment Exercise operates, which has the effect of discriminating against applied scientific research. As a result collaborative initiatives have been subject to delay, which have discouraged
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Environmental Regulation





In 2006 the Small Business Council made a major effort, supported by the Small Business Service, to forge a new and constructive relationship with the Environment Agency.  The Council has worked to help them engage effectively with the small business community and their advisors on environmental compliance issues.  The Council was very encouraged to receive a positive response from the Environment Agency but believes there is still much work to be done to develop their policies for small businesses and to implement a new strategy for working with small businesses.





The Council welcomes the formation of the NetRegs Business Advisory Group, which is chaired by a member of the Council, and the Environment Agency’s efforts to improve the effectiveness of the NetRegs website.
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Departments on the issues that really mattered.  The data establishes the baseline cost of red tape in the UK, against which the Government has committed to a 25% target reduction by 2010. This has enabled Departments to produce Simplification Plans, which set out how they intend to reduce the cost of regulation and administrative burdens.





SBC advice to Government 





During its review of two specific RIAs, the Council found significant differences between the estimated and actual implementation costs associated with these regulations.  We are particularly concerned that the figures used for the RIAs were so generalised that they could not have been based on proper research.  





The Council urges the Government to publicly adopt the ten recommendations made in our Report on RIAs.





The Council strongly believes that Sector Skills Councils should become strategic bodies which can represent all employers in their sector.  They will be unable to achieve this if they are distracted by delivering training themselves, or chasing funding from employers.  A consistent approach is needed across the network and the new clearer remit for Sector Skills Councils should be focused on their core strategic role.





23





qualifications will help to equip young people with the necessary skills business requires.





We welcome the fact that these qualifications are going to be set within a work context and that they are being developed with employers, but in order to provide young people with the competitive skills they will require, we believe that enterprise skills should form a core part of all the diplomas. It is essential that young people develop a “can do” attitude and leave the education system able to communicate, work with others and take the initiative.





SBC advice to Government 





Accept in part





The Small Business Service and the Department of Communities and Local Government have been working together to produce and publish a Planning Guide for Small Businesses.  The guide will be published by the end of March 2007.  








The Council believes that Train to Gain should be given time to establish itself before decisions are made about compulsory training measures (as anticipated in the Leitch review).  It will take time for it to become fully operational and integrated with wider business support.  In evaluating it, there need to be measures that capture customer satisfaction levels and indicate whether training has led to businesses 





Accept





The Government recognises the value of officials gaining first hand experience by spending time in business.  The level and frequency of such opportunities are for individual Departments to determine. All DTI staff in grades immediately below Senior Civil Service grades are required to spend a week in business as part of each posting and Department for the Environment, Food and Rural Affairs have similar arrangements in place.





The Small Business Service also actively encourages its staff to spend a week in a small business each year and holds a list of businesses that are willing to host a Government official.  The list has been used to arrange visits for officials from various Government Departments including HM Treasury.








The Government believes that the Office of Government Commerce can help to ensure that existing dialogue with key suppliers to Government encourages the visibility of SMEs through the supply chain.  OGC intends to publish a tool for SMEs that shows what can be expected of them when working through larger suppliers. OGC will continue to work closely with the Small Business Service and the RDAs to facilitate the opening up of supply chains to the benefit of SMEs. 





The Council has been impressed with the production of the new Departmental Simplification Plans but is concerned that the Government’s record on delivering the savings should be monitored annually, with a report and independent verification.





government response to the small business council annual report 2005 
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Further Education (FE) colleges should be judged on the way they respond to local business requirements and should incorporate direct customer satisfaction surveys from local employers.  These measures should also be made publicly available, to help businesses understand the views of their peers and encourage greater engagement between the small business community and FE sector.





Recommendation 3





The Government should ensure that guidance is made available at least 12 weeks before all new Regulations come into force and it must be more SME-friendly.
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The Council believes the Government has yet to recognise the full benefits of informal learning.  It is often the preferred style of training for employers, especially small businesses, and provides benefits for both employees and employers.  We would like to see 


DfES developing a generic Skills Passport within Train to Gain that recognises both accredited and unaccredited learning that is made available via businesslink.gov.uk.  This will help businesses take a more strategic approach to training and provide employees with a more comprehensive record of their achievements.





The establishment of a core set of standards for business brokers and the adoption of these core standards by other brokers and intermediaries is strongly supported by the Council as a way to recognise and harmonise the quality of brokers or advisers that work with small businesses.  In the light of this, the Chair of the Business Support and Skills Interest Group has been appointed Chair of the Business Support as a Profession Steering Group and will work to ensure that the recently approved broker standards are adopted as widely as possible.








companies from considering such schemes.





Furthermore, where universities are funding research, they charge the full economic cost including staff time charged at more than commercial rates and overheads.  University overheads (often city centre based) are so high, that the prospects of collaboration with a small business are unlikely because projects become financially unviable.  Too few universities appear to understand the needs of small businesses and therefore experience difficulties when dealing with them. This will only change when there are more examples of successful cooperation. 





At present the Higher Education Innovation Fund (HEIF) is allocated directly to Universities.  As a consequence, marketing managers are employed by the universities to promote their activities and services to the SME community without really understanding what it is that small businesses want.  In the Netherlands a model has been developed whereby a percentage of the total HEIF funding is made available directly to small businesses through a voucher scheme.  These vouchers can only be spent on collaborative work with universities.  In the Council’s view this would start to drive collaboration between the two sectors and could be targeted at specific sectors or at the high technology or knowledge based SMEs.





This scheme would not change the total amount of funding available to higher education, but by placing an element of purchasing directly in the hands of small businesses and stimulating a more demand-led approach, it would ensure greater cooperation, competition and innovation between universities.  This suggestion, alongside reforms to the Research Assessment Exercise and a trial reduction in the length of time of a KTP from two or three years to one, would result in a greater level
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promoting enterprise
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of cooperation and collaboration between the small business community and higher education institutions.  The Council has presented its detailed suggestions to the Sainsbury Review of Science and Innovation.





SBC advice to Government 
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The Council proposes that information on energy efficiency should appear on the businesslink.gov website which could signpost firms to Energywatch and the Carbon Trust for further advice, instead of asking equipment suppliers to provide this advice.





The Council also believes that far more could be done to encourage energy efficient investment through increasing interest-free loans and energy efficient investments which should be 150% allowable against tax.








In the Budget 2006 the Chancellor announced the creation of the HMRC’s Administrative Burdens Advisory Board.  Research undertaken by KPMG for HMRC in 2006 measured the administrative burden of the tax and duty system on UK businesses and targets for reducing this burden were announced at the same time. The Chair of the Council was pleased to be invited to sit upon the Board.





The Board’s purpose is to act as an external advisory group to assist HMRC as it analyses the data from the KPMG research and prioritises options for reducing the administrative burden of tax on business.  The Council was pleased that an early result of this work, was that one of its 2005 Annual Report Recommendations, to introduce a customer satisfaction form for companies to complete following an inspection, was agreed.





The Council made a number of recommendations in last year’s report about reducing Corporation Tax if profits are retained into the company’s share capital and 100% first year allowances on capital expenditure for companies with a turnover below £150,000.  Although the first idea was rejected and the second remains under consideration, the Council is convinced that these ideas would help companies invest for growth and reiterated these ideas in their 2006 Pre-Budget report to the Treasury.  We also suggested simplifying Pay As You Earn (PAYE) through introducing a flat rate payments system and a simple web-based PAYE and National Insurance Contributions (NIC) calculator.  Following one of last year's recommendations, the Council was pleased to see that businesses will now be offered a single inspection to cover VAT, PAYE and Corporation Tax.








As a result of its merger, HMRC announced it was updating tax through a new Management Act, which would provide a modern, simpler and more consistent framework for the administration of taxes.  The Council has advised HMRC on issues that would help small businesses to comply and which we hoped would be embedded within the Act.  The Council was disappointed to learn that the Government had decided not to proceed with these proposals at this time.





Penalties for incorrect tax returns





The Council welcomed the opportunity to comment on HMRC’s work on modernising powers and deterrents.





As far as sanctions are concerned, the Council agreed with HMRC’s objective that these should be visible, proportionate, understandable and efficient to administer. However, we are yet to be convinced that systems will be robust enough to ensure that this objective will be consistently adhered to by individual officers during the course of their daily duties.  





The Council welcomes the HMRC’s assertion that there will be no penalties due if the taxpayer has taken reasonable steps to complete the return.





The Council believes that just as taxpayers make mistakes and incur a penalty, likewise if the HMRC makes a mistake it should also incur a penalty to reflect the time and cost involved for the taxpayer.





The Council is not convinced that when handling cases of incorrect tax returns and the associated penalties, sufficient guidance and monitoring systems are in place to ensure that individual officials are able to adhere to HMRC’s objectives for penalty handling to offer consistent practice throughout the country.  We would like to see HMRC implement an independent monitoring process based upon actual cases, to ensure transparency, fairness and consistent treatment of the penalty regime.





The Council strongly advises the Government to ensure that all of the relevant elements of HMRC’s new penalties regime are incorporated into a new Management Act in order to avoid both overlap and confusion within the SME community.





In drawing up its taxation penalty regime, the Council would like to see HMRC accept responsibility for dealing with its own mistakes to reflect the time and cost involved for the taxpayer and a more transparent process adopted with a proper explanation of the appeal process.  We are also concerned that HMRC has not yet defined what ‘reasonable’ steps a taxpayer will have to take in order to avoid penalties where genuine mistakes have been made; and the method by which HMRC will ensure that there is consistent interpretation of their definition across the country.
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SBC advice to Government





Carter Review of HMRC Online Services





The Council was pleased to see HMRC addressing the question of more online 


services and made a significant number of suggestions covering self assessment filing dates, HMRC’s website, communicating with the Department, advice and support for small businesses and their agents, security and PAYE.





The HMRC website contains a great deal of useful information but it is not user friendly and easy to navigate.  Of great concern, in particular is the lack of a facility that will allow customers and businesses to contact HMRC by e-mail, which often results in delays and frustrations.





SBC advice to Government 





Following the Competition Commission investigation in 2002 into the supply of 


banking services to small businesses, a number of undertakings were given by the banks in respect of interest on current accounts and free banking.  In 2006 the Office of Fair Trading (OFT) reviewed these undertakings and the Council shared with them the concerns it had over the equivalency of interest on current accounts and free banking for small businesses, the ease of switching bank accounts, banking services to small businesses in financial difficulty, the bundling of services, levels of term lending versus overdraft and security and personal guarantees and was able to give actual instances of where the Council had personal experiences of these issues.





Several Council members also spent time with the teams in a couple of the banks that deal with companies in financial difficulties, to understand how they deal with companies in this unfortunate position.  This provided a useful opportunity to exchange views and whilst the Council still thinks more could be done, they were pleased to see the banks making more efforts to engage with the problem.





The Council understands that the OFT has now advised the Competition Commission on whether there are grounds to vary, release or supersede any of the undertakings given by the banks and it intends to publish a non-confidential version of its advice once the Competition Commission has reached a provisional decision later in the year. 








We have continued to review the Government’s delivery of the Better Regulation agenda and taken an active role in support of this work.  In particular we welcome Professor Macrory’s report “Regulatory Justice: making sanctions work“, and the Government’s decision to accept all of its recommendations.  





Despite the conclusions of the Davidson Report, the Council believes there is goldplating of European legislation and directives before they are adopted into UK law.  The Council believes that this should not happen.





We believe there is a continuing need for Whitehall policy makers to acquire greater awareness of what it is like to run a small business so that there will be more appreciation of the issues that are likely to have an adverse impact  upon them.  They need to engage with small businesses at a much earlier stage and certainly prior to formal consultation, to test their proposals against the realities of business life in order to avoid unintended consequences.





Costs of Business Regulation





The Council was represented on the Better Regulation Executive’s (BRE) Strategic Monitoring and Measurement Group, which considered the BRE’s exercise to measure administrative burdens and also acted as the voice of small business in “business as usual” panels at the end of the process which validated the cost estimates.  





These panels determined which costs reflected the burden of red tape, for example, preparing returns for Government; as opposed to those that business would incur in the normal course of trading, for example preparing accounts.  The Council thought they had been able to focus 








Regulatory Impact Assessments (RIAs)





The Council has undertaken a great deal of work related to the form and preparation of Regulatory Impact Assessments.  We worked closely with other employer representative bodies on this issue and decided to put the process to the test through a review of two specific RIAs: the 2005 regulations implementing the Licensing Act 2003 and the Employment Equality (Age) Regulations 2006 (also known as the Age Discrimination Regulations 2006).





The Council was concerned that there was no formal mechanism for reviewing RIA’s once regulations were in force to ensure that the calculations on which they were based were validated by the evidence of implementation.  We believed that the costs on which the RIAs were based did not often correspond to the costs actually incurred in 





“





implementing regulations and we wanted to check this more systematically. Our full report which we submitted to Government can be found at �HYPERLINK "http://www.gov.uk/files/file38986.doc" \o "http://www.gov.uk/files/file38986.doc"��http://www.dti.gov.uk/files/file38986.doc�.  Our review uncovered significant differences between the estimated costs published in the RIAs and actual employer experiences since the implementation of the new regulations.





In total, we made ten recommendations in our report covering:





The ‘think small first’ principle





The importance of the top sheet of the RIA or Small Firms Impact Test specifically assessing the relative implementation costs for micro, small and medium sized firms





The importance of preliminary market research and pre-consultation and greater use of the Small Business Service’s Small Firms Consultation Database





The importance of the 12 week consultation process for new legislation, as the Council recommended last year





Establishing a process to review RIAs after 18 months, with departments publishing the findings on their web sites annually





The importance of the BRE’s regulatory portal to enable business and their representatives to give their views to the government





Independent monitoring of the RIA process by the National Audit Office to enable the Better Regulation Commission to advise the Government about how well the system is working.


 





SBC advice to Government





We have commented specifically on the


following regulations in order to try and make them easier for small businesses to implement:





Extending Statutory Maternity and Adoption leave





Additional Paternity leave and pay





Extending the right to request flexible working





National Minimum Wage and Holiday Entitlement to include changes to Bank Holidays





The Council believes that the National Minimum Wage is now having an inflationary effect on wage levels in some parts of the country, and we are concerned that increasing paid holiday entitlement to include Bank Holidays will exacerbate the situation to the detriment of the lowest paid workers and their employment prospects. We do not believe that either measure will deliver any increase in productivity or competitiveness for SMEs by way of compensation.  We were pleased to see that the increase in the minimum wage in 2007 is below inflation.





Employment Law Simplification Panel 





The Council has been invited to sit on this panel which the DTI has set up in order to look at ways to reduce compliance costs and complexity for businesses.  As part of this we are currently participating in a review of Dispute Resolution Procedures.





Current procedures are inflexible and steer disputes into tribunal proceedings at too early a stage.  Furthermore, the results of tribunal cases depend too frequently on whether technical procedures have been followed or not.





Finance & Tax Simplification





Issues arising from company incorporations





Suggestions to encourage entrepreneurship for Budget/Pre-Budget Report





HMRC’s Administrative Burdens Advisory Board





HMRC Consultation on New Management Act





HMRC Consultation on A New Approach to Penalties for Incorrect Tax Returns





HMRC Consultation Modernising Powers and Deterrents and Safeguards





Lord Carter’s Review of HMRC’s Online Services





Aligning of company reporting dates





Office of Fair Trading Review of SME Banking Undertakings





Small businesses relationships with banks when experiencing financial difficulties





Issues arising from the Companies Act 2006





SBC advice to Government











The Council is concerned that the reform of the welfare benefits system should take into account the views of small businesses which have very different problems to those of larger businesses when it comes to reintegrating long term benefit claimants into the work force. 





We are concerned that the proposals related to ‘waiting days’ and Statutory Sick Pay in the Government’s Welfare Reform Bill could create a new and unmanageable absenteeism problem and that this angle was not explored with business, especially small businesses, at an earlier stage.  The DWP simplification plan implies that the SSP issues may be reconsidered and we hope, if so, the small business community will be consulted early about its practical impacts.








SBC advice to Government 
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SBC advice to Government
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Recommendation 9





The Council believes that RDAs have involuntarily contributed to the confusion of business support with their own proliferation of business support programmes.  The Council recommends that they are encouraged to use their responsibilities for Business Link as an opportunity to simplify their own business support.








The Council has been working with the Department for Education and Skills and the Sector Skills Development Agency to ensure that the new Specialised Diploma 





The Council is extremely concerned that the new National Pensions Savings Scheme will be implemented in a way that will disadvantage small business in terms of both cost and administrative burdens.





The Council has grave reservations about the costings the government is using which underestimate the real costs by a factor of ten.  We would urge it to use the benefit of the practical experience that small firms are offering, to design a system which would make it as easy as possible for them to comply.





The Council specifically recommends that:





A minimum qualifying period of at least 3 months should be adopted for new joiners





The new National Pensions Scheme should be introduced over a period of three years but preferably five years with specific rebates built in for the smallest companies





Employers should be explicitly excluded from any responsibility for providing advice to employees on any aspect of pension choice





Steps should be taken to integrate contributions to the new scheme with PAYE and National Insurance payments.





SBC advice to Government











The Council considers there is a need to simplify environmental legislation so that businesses can take account of and comply with it. The existing NetRegs web portal needs to be designed so that it is user friendly and easy to navigate to enable small businesses to comply with all relevant environmental regulations. 





The Environment Agency should develop and implement a coherent regulatory, enforcement, and communication strategy, committed to Macrory principles of predictable and proportionate enforcement, specifically designed to help small and medium-sized businesses comply with environmental legislation.  Greater effort should be made to communicate and engage effectively with more SMEs.





In order to ensure small businesses engage with the Leitch recommendations and are able to make further inputs as policies are developed and implemented, it will be crucial to have strong small firm representation on the Commission for Employment and Skills.








skills and small business





We believe that training plays a valuable and significant role in raising business performance and there are many excellent examples of this being achieved by companies of all sizes.  However, making the case for and achieving a change in the behaviour of both employers and employees in order to increase the level of training and development, remains a challenge. 





As far as small businesses are concerned, the evidence clearly shows an increased willingness to invest when skills are considered within the wider business context.  The Centre for Enterprise reached a similar conclusion in its conversation piece “Putting Skills in Context” and we were delighted to work together to highlight and challenge many assumptions on which a great deal of the policy on skills rests.  





Our key message and challenge to policy makers is that:





skills policy should not be set in isolation from wider business strategy issues. Investment in training and development by companies represents one of many potential investment decisions that a company can take in order to further its overall business objectives.


  


employers must be engaged in the process – from the initial development of policy proposals right through to the delivery stage.  





The Small Business Council has engaged with the skills and business support agenda and worked in a number of areas and with a great many stakeholders during 2006 to help Government develop policy that recognises the specific needs of small businesses.  In particular we have helped to influence the Leitch Review of Skills, the Train to Gain roll out, the Further Education White Paper and the restructuring of business support








services (see our earlier section on Enterprise).





The Leitch Review of Skills and Train to Gain





The Leitch Review team worked throughout 2006 to complete its report on the future skills needs of the country – Prosperity for all in the Global Economy – World Class Skills. Given the importance and long-term impact of this Review, the Council has spent a considerable amount of time providing the team with its views.  We have made sure that the needs of small businesses have been clearly and strongly articulated.





In particular, the Council sought to highlight the importance of Leadership and Management training for small business owners, concerns about the role of Sector Skills Councils and their ability to engage small businesses and the importance of informal training for small businesses.  We have also made the review team aware of the additional issues (or barriers) that smaller firms face when training their staff.





The Council welcomes the Leitch recommendations, although the absence of specific funding commitments in the Government’s response to the report has caused some concern.  In particular the Council was pleased that it recommended the Leadership and Management Programme for SMEs should continue (with eligibility extended to include those companies with 10-19 employees) and that it sought improvements in the remit and performance management of Sector Skills Councils.





Following its publication the Council has written to the Secretary of State for Education and Skills suggesting how the planned Commission for Employment








achieving better levels of performance. It is not enough to just measure qualifications gained.





Train to Gain must be marketed effectively to employers and should be easy for them to access.  In expanding the service it is important that the quality of skills brokers is not compromised and that advice continues to be independent and impartial.  





and Skills should be taken forward.  We also led a discussion with Department for Education and Skills (DFES), DTI, and Treasury Ministers, the Confederation of British Industry and Trades Union Congress to explore how the new Commission could seek and maintain employer engagement.  During this discussion we highlighted the difficulties associated with measuring the increase in meaningful employer engagement in skills as opposed to changes purely in the volume of qualifications gained.  Given this crucial and as yet unresolved issue, coupled with the fact that many of the Government’s key delivery tools in the form of both additional funding for Train to Gain and qualification reform will not actually be in place before 2010 at the earliest, we do not see there could be a case to consider compulsory training in 2010 as envisaged in the Leitch Review.





We have set out for the Government how they could deliver the step change that they seek and actively support the ambitions of the Leitch Review.  However we believe strongly that compulsion will not deliver the policy objectives.





SBC advice to Government 





The Train to Gain service will be the Government’s key mechanism for meeting the aspirations of the Leitch Review and raising the skills levels of employees across the country.  At its core, it provides a brokerage service for businesses to help them identify and source the skills support that their businesses need.  The Council has made a major contribution to ensuring that this brokerage service is independent, impartial and customer focused through influencing their key performance indicators and stressing the importance of integrating this service with other sources of business advice, in particular the service provided through agencies such as Business Link. 





The Council has been working throughout the year to ensure that Sector Skills Councils engage with small businesses. Whilst there are many excellent examples of 





engagement across the Skills for Business Network, there is a lack of consistency in both approach and effectiveness which the Council believes needs to be addressed. We set up a Small and Micro Business Engagement Task and Finish Group with the Sector Skills Development Agency to address this problem.  Through the Small Business Service we have also influenced the assessment process for those bidding to run National Skills Academies to safeguard the interests of small businesses. 





SBC advice to Government 





The Council has also advised the Department for Education and Skills and the Learning and Skills Council about the best ways to market the Train to Gain service in ways which will resonate with business.





We have welcomed the introduction of Train to Gain, building on the lessons learnt from the Employer Training Pilots.  However, we have yet to see any evidence of the effective use of the Learning and Skills Council’s fast track accreditation process, to ensure that employers can use the training provider of their choice (whilst being funded under the system).  We would also like reassurance that the Leadership and Management Programme for small businesses is being actively and consistently promoted within Train to Gain across the regions.





Given the ambitions of the Leitch Report but the lack of clarity over funding, we are concerned about whether the Train to Gain brokerage service will be able to expand rapidly enough to deliver the step change in skills envisaged.  The quality of individual skills brokers will also be key to the success of the service and we hope there will be enough available who have been trained to the appropriate standard.





SBC advice to Government

















SBC advice to Government 





The Council has strongly welcomed the intention to create a demand-led funding system and we hope that the Government’s commitment to this will prevent particular skills products or qualifications being “pushed” to employers in order to meet targets.  We called for a more demand-led system for vocational training in our response to the Further Education White Paper ‘Further Education: Raising Skills, Improving Life Chances’.





SBC advice to Government 





In order to foster a culture of continuous improvement and provide for the recognition of the skills, which those working in small businesses are encouraged to gain, the Small Business Council has championed Skills Passports as a flexible and non bureaucratic method of recording non accredited training. We are pleased to note that many Sector Skills Councils are now recognising the value of Skills Passports but believe that a generic version should be made freely available to small businesses.








Accept





The Government published a consultation document The Tools to Deliver Better Regulation in July 2006 on proposals to comprehensively revise the Regulatory Impact Assessment process. The consultation has now closed and a further announcement will be made in due course.





Impact assessments will continue to include an evaluation of the effect on small business.
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The publication Administrative Burdens – Routes to Reduction, issues in September 2006, is one of a number of pieces of guidance being issued to civil servants working on new policy which reflect these suggestions.





Recommendation 1





All Departmental Simplification Plans should be published before October 2006.





Accept





The “think small first” approach is an integral part of the all new policy development.  Since 2003 a Small Firms Impact Test has been part of the mandatory Regulatory Impact Assessment process. The Small Business Service works with other Government Departments to ensure guidance is small business friendly and is made available at least 12 weeks before new regulations come in to force.





The online advice for policy officials producing regulatory guidance is being reviewed and will highlight the importance of releasing guidance at least 12 weeks prior to regulation in force dates.





Substantively Accepted





All departments will publish Simplification Plans towards the end of 2006 – this will be a cornerstone in the Government’s Better Regulation programme. The Plans will show the measures each department will take to reduce the regulatory burden on business.





Recommendation 2





The Better Regulation Executive should publish an Annual Report on Departments’ Simplification Plans that will reveal the value of savings made by reducing administrative burdens, but also the cost of any new burdens, new legislation has imposed.  This would make clear whether overall the Department has increased or reduced burdens on business.





Accepted in Part





All departmental Simplification Plans will take into account the cost of any new burdens and will clearly show the net value of administrative burdens and savings.





An Annual Report or summary document may be useful for stakeholders, and the Better Regulation Executive is considering the case for such a document.





Accept in part





HMRC is testing a number of new ways of carrying out integrated interventions that offer the customer a single ‘inspection’ to cover VAT, PAYE and Corporation or Income Tax.  The earliest of these trials is now being evaluated.





The joint visit trails were carried out on a voluntary basis pending alignment of inspection powers across tax regimes.








than as a “next steps” executive agency.  The name will be retained as a change in title would be likely to confuse businesses.





Recommendation 4





Wherever possible policy makers should seek to follow the 10 point plan when creating legislation:





1 Be clear about the change you are seeking to achieve through the policy and try to avoid unintended consequences





2 Explore alternatives to legislation, for example voluntary codes





3 Start to consult business at an early stage in policy development





4 Do not “goldplate” legislation





5 Undertake a rigorous analysis of the full costs and burdens on business





6 Do not rush the introduction of regulations or legislation





7 Always issue short, clear and concise guidance





8 Always issue guidance with a minimum of 12 weeks of the introduction of the legislation





9 Provide good, timely and consistent training to Inspectors





10 Introduce customer satisfaction forms to be completed when an inspection has taken place and review the feedback received regularly.





Recommendation 11





The Department of Trade and Industry (DTI) should provide funding to enable the International Trade Single Window to become operational.








Accept





The Government recognises these suggestions as fundamental tenets of good policy making.  It also recognises that there are instances where practice and performance need to be improved. The Better Regulation Executive and Departments will continue to work together to embed best practice.








Recommendation 5





The current system requiring all senior civil servants to spend one week in business every year should be extended to ALL civil servants that are involved in policy making.





Recommendation 6





The Government should make further efforts to ensure that RIAs





Set out clearly their policy aims





Always incorporate a Small Business


Impact Test





Clearly show the impact on different


types of business





Clearly show the number of types of business





Clearly show the number of businesses affected





Demonstrate why there is no route other than regulation available.








The new Business Model and the Business Support Simplification Programme will act together in reducing the number of targets and reporting requirements.





Accept





Where Government support for business concerns skills it will be considered within the scope of the Business Support Simplification Programme (BSSP) referred to in the response to recommendation 9 and 10.





The Government will continue to give a high profile to the simplification and Skill Support and Business Support programme.





Accept in part





The Government recognises that the system for business support presents a confusing picture for customers.  A number of RDAs have already taken positive steps towards simplifying the business support in their area.





The Government’s Business Support Simplification Programme, co-ordinated by the Small Business Service, aims to improve economic impact, efficiency, and the effectiveness of publicly funded non-tax business support as well as making it easier to use for the small business manager.  Central Government, the RDAs and other Local and National bodies are working together on a major programme of simplification.





RDAs have already begun reviewing their wider business support strategies and this work now forms an integral part of the broader simplification programme.














Recommendation 7





In order to reduce confusion for business


we support a change of name for the Small Business Service.





Accept





A review of the roles of the Small Business Service has recently concluded and was announced to Parliament on 26 October 2006. From April 2007, the Small Business Service will operate as a policy unit within the Department of Trade and Industry rather





Accept





Working with RDAs, the SBS has ensured that a consistent national core offer is in place.  The system is flexible enough to allow each RDA to match resources to their regional priorities and to strengthen the service in key areas.





RDAs are committed to making Business Link the prime access channel for all national and regional business support. They also have a key role in the business support simplification agenda.
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Recommendation 10





All business support services, including funding streams for workforce development should be delivered through one Government Agency.











Reject





As detailed above, the Government has launched the Business Support Simplification Programme with the aim of simplifying existing provision and enabling Businesslink.gov.uk to be a single entry stage to all Government services.





As part of the 2006 Budget, the Chancellor announced a target to reduce the number of business support products, delivered at national, regional and local levels.  The business support system will be customer focused and much easier for business to understand and access.





The business support simplification programme aims to reduce the number of schemes to no more than 100 by 2010.








Recommendation 13





The Government should research the impact of student debt on graduate entrepreneurship (including the effect on their ability to leverage loan finance as a consequence) and investigate whether a student loan offset would encourage a higher number of indebted graduates to start a business. This research should include a








comparative study of the devolved administrations, focusing particularly on those areas where no tuition fees are payable and any discernible differences in graduate entrepreneurship can be identified.








Accept





The International Trade Single Window project is a key project in the strategic development of the Businesslink.gov.uk site.  Funding has been secured from DTI to press forward with agreed delivery schedules.  This will allow the UK to comply with the European Directive to have a Trade Single Window by 2012.





Financial commitments have also been made by HMRC (as part of their Multi Annual Strategic Programme) and DEFRA in order to secure delivery.














Recommendation 14





The Government should conduct a review six months after the rollout of Train to Gain to assess the effectiveness of arrangements in each of the English regions to deliver an independent and fully integrated skills and business support brokerage system.








Reject





The Government recognises the importance of management and leadership development for business owners.  However support for management and leadership development should be an integral component of flexible business support programmes, not a separate offer. This is supported by the findings of the national evaluation of the current Leadership and Management SME Management Development grant scheme.  Ring fencing funds for particular schemes runs against the principles of a demand led, employer driven system which is responsive to employer needs. For these reasons the Government does not propose to ring-fence these grants.





Recommendation 12





The Government should introduce a flat rate payments system for defined small businesses to make Pay As You Earn (PAYE) payments.








Reject





Introducing a new system to allow small businesses to make monthly, flat rate payments for PAYE and NI deductions on behalf of their employees could give rise to difficulties for employees, owing to the deduction of too much or too little PAYE or NICs.





development.  However this is best delivered through an integrated approach to brokered business solutions including Information, Diagnosis and Brokerage and Train to Gain.  The Department for Education and Skills will consider, with advice from the Leadership and Management Advisory Panel, how this group can be supported whilst recognising funding constraints and that employers should make fair contribution.











Reject





The National Council for Graduate Entrepreneurship (NCGE), funded by the DTI and DFES, produced the report Nascent Graduate Entrepreneurs (published 2006) which is based on their research looking at the impact of student debt on graduates’ plans to set up a business.  The report concluded that debt is not seen as a barrier and in some cases it can actually be a motivating factor.





Accept





The Government recognises that there are many organisations with less than 20 employees that would benefit from leadership and management 

















Accept





The aim is to produce a training programme based on demand. To ensure this, the Government has agreed an independent evaluation strategy for Train to Gain.  The Skills Evaluation Group has been set up to advise Government on the progress being made towards this.





Recommendation 15





The Government should ring-fence grants to business owners for leadership and management training.





Under consideration





The Government believes that licensing fees should be set at the right levels for businesses, community groups and local authorities.  It has established an Independent Fees Review Panel to consider the fee regime and to make recommendations.  The review is due to report in Autumn 2006.  It is anticipated that recommendations will be made to address some anomalies in the fee regime and to simplify current arrangements.  Any changes will be 


incorporated in updates to the Department of Culture Media and Sport’s simplification plan, the first version of which is due to be published before the end of 2006.








Accept





The Department for Education and Skills together with DTI and Devolved Administrations for Scotland, Wales and Northern Ireland have issued a new priorities letter to the Sector Skills Development Agency (SSDA) in May 2006.  It remains a core function of the Skills for Business Network to engage with and meet the needs of SMEs and this objective is included in the priorities letter.  An SSDA Board member has now been appointed to lead on SME issues and recently chaired a one day workshop on SMEs.
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Reject





The R&D tax credit objective is to increase the amount of R&D undertaken by businesses in the UK.  While Intellectual property costs are incurred by many R&D performing companies, the cost of acquiring intellectual property rights is not itself R&D.  Extending eligible qualifying costs for the R&D Tax Credit to include these costs may not therefore be the most efficient way to incentivise additional R&D.





Nevertheless, the Patent Office works hard to ensure that SMEs are able to protect their innovations through the IP 


 





Accept





The Government has set up a new Business Advisory Group on Civil Protection that is co-chaired by the Cabinet Office and Home Office.  Core membership of the Group includes Government Departments and business representative organisations that cover firms of all sizes and sectors.  The Group is designed to improve the dialogue








Accept in part





The Carbon Trust is a private company and as such free to determine its own priorities.  In the Pre-Budget Report of 2005 the Government announced additional support for the roll out of the Carbon Trust SME loan scheme, following the successful pilot in the previous year. 





Recommendation 16





The Government should extend the provision of dedicated Management and Leadership support to businesses employing fewer than 20 people either through the existing programme or the introduction of a separate funding stream.








Nevertheless the Government is committed to persuading schools of the value of enterprise, especially through the new national Schools’ Enterprise Education Network led by expert schools.





On careers advice, the Department for Education and Skills produces annual choices booklets for young people and those advising them, including It’s Your Choice for years 10 and 11, to assist in making decisions on whether to continue in education or start a job/training after year 11.  The booklet provides information on all the work and learning options available, including a section on self-employment, and signposts the reader to Business Link for further information.  The booklet is available free of charge to secondary schools and Connexions partnerships and can also be accessed via the web at � HYPERLINK "http://www.connexions-direct.com/itsyour" ��www.connexions-direct.com/itsyour� choice/.  The jobs4u careers website at www.connexions-direct.com/jobs4u provides details on over 800 careers, many of these being self employed and is one of the most visited parts of the Connexions Direct site.


 





Recommendation 17





The Government should continue to fund the core strategic work of the Skills for


Business Network until such time as SME engagement across the entire network is at an acceptable level.





Accept in part





Funding for enterprise education is allocated to secondary schools through the Standards Fund and, in common with the majority of the Standards Fund, is not ring-fenced.  This is consistent with the Government’s New Relationship with schools policy which seeks to give schools greater freedoms and autonomy.








Recommendation 18





The Government should give urgent priority to the simplification of Skills Support Schemes and their suppliers as part of its review of Business Support Programmes. This should attract the same high profile that the Government is giving to its drive for better regulation.


 





Reject





The Government already has a range of tax interventions to enable SMEs to 


access finance, invest and develop their businesses.  It is important that those interventions represent value for money for the taxpayer, that they do not introduce unnecessary administrative burdens and that they are protected from abuse.  A scheme of the type proposed would not necessarily improve productivity, but would add an administrative burden and scope for abuse, as the lock-in of profits is reversible.  For these reasons the Government does not propose to introduce the suggested relief.  We believe the existing tools to encourage the retention of profits for growth are more effective.








Reject





A revised definition of R&D tax purposes was introduced in 2004, following consultation.  The greater clarity this offers has been welcomed by business. The definition is in line with the internationally accepted “Frascatti” definition of R&D, and meets the requirements of the European Commission’s state aid framework for











Recommendation 19





The Council would like to see a framework in place to ensure that the money allocated to enterprise education in schools is fully directed towards that aim and to ensure that careers advice includes information about self employment.





The recent consultation Modernising Powers, deterrents and safeguards www.hmrc.gov.uk/consult_new/hmrc-taxpayer.htm aired the issues around an aligned inspection power.





Early findings from the trials indicate that some businesses preferred the joint visit and saw it as efficient and comprehensive, whilst others found it overwhelming.  It is not yet clear that the best way of providing a single inspection has been found and it is likely that further trials will be necessary.





HMRC are keen to work towards designing procedures that provide an integrated approach where it is appropriate to do so and would be happy to receive ideas from the Small Business Council.





Recommendation 20





In order to encourage enterprise and investment in growing businesses, the


Government should consider the introduction of a scheme of deferred or reduced Corporation Tax for those defined small businesses that invest their retained profits into the share capital of their company.








system.  The Chancellor has asked Andrew Gowers to conduct a review of the UK’s intellectual property framework, and this review will report in Autumn 2006.  The Government remains open to considering any evidence that the review, or other sources, put forward suggesting that this proposal would have significant, tangible benefits for the UK business R&D.


 





Recommendation 27





Energy efficiency investments should be made 150% allowable against tax for SMEs.





Recommendation 21





The HMRC should offer defined small businesses a single inspection to cover VAT, PAYE and Corporation Tax.  This would offer compliant businesses a significant saving of both time and money.





between government and business on civil protection issues, and to allow business to raise issues of concern to them.  It covers all types of risk, from terrorism to flu pandemic or severe weather.





Through the Civil Contingencies Act, the Government is ensuring that local responders engage with local businesses about contingency planning. The Act places a duty on local authorities to provide advice and assistance on business continuity management to the commercial and voluntary sector organisations in their areas.  This duty came into force on 15 May 2006.  Local authorities are already using a variety of methods to engage with and support businesses in contingency planning, including providing advice through websites and literature, and holding forums through which local responders and businesses meet to discuss these issues.








Recommendation 22





The Research and Development (R&D) Tax Credit rules should be further simplified and extended, to incorporate additional software development which could generate greater efficiencies within the business or allow increased sales of existing products.
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HMRC is working to provide business with greater certainty as to what information they can provide to maximise the chance that their claim will be successful, without the need for an enquiry.  New guidance for SMEs, produced in conjunction with the Small Business Service, was released last year.





The guidance includes tools to help companies assess whether projects qualify as R&D for tax purposes and to undertake a detailed calculation of claims.  Using the tools should help reduce the likelihood of an HMRC enquiry.





DTI has recently published a brochure of case studies of companies’ experiences of R&D Tax Credits.








Recommendation 23





In order to enhance the intellectual capacity of UK PLC, companies should be encouraged to protect their intellectual property.  Therefore, the R&D Tax Credit should be extended to include the costs of filing patents, registering designs and trademarks.





Accept in part





The Government agrees that bringing greater consistency into how companies claim R&D Tax Credit will help generate certainty for both companies and HMRC and lead to fewer enquiries.  However, it also believes that a ‘one size fits all’ pro-forma sheet is not the best solution to the problem, as the type of information needed varies too much across different R&D projects.  A single form would be unwieldy and confusing.











Recommendation 24





In order to allow HMRC a higher degree of advance ‘comfort’ where companies are claiming an R&D Tax Credit and therefore reduce the need for tax enquiries, HMRC should commission the development and release of a pro-forma sheet for recording information about the R&D undertaken and claimed by a company.  This pro-forma should clearly set out the information required for this activity to comply with the rules.
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Recommendation 25





The Government should introduce 100% first year allowances on all capital expenditure for companies with a turnover less than £150,000.








Under consideration





The Government remains committed to ensuring the business tax system supports the growth of UK businesses. HM Treasury keep the tax system under constant review and are always willing to engage in productive dialogue with business on these issues. 





Recommendation 26





The Government, through the Carbon Trust, should significantly increase the availability of interest-free loans for the purposes of energy efficiency investment by SMEs.








Reject





The current system already allows for 100% tax relief. Increasing this to 150% could give rise to state aid issues and create an opportunity for foreign companies to exploit UK allowances. Complicated anti-avoidance rules would be needed that might not be compatible with European law. The Government will however keep options in this area under review.





Recommendation 28





The Government should resource a Stakeholder Group of practitioners to make further recommendations about the potential impact of implementing an “Offer of Compromise” and an independent advice service for businesses operating within the Informal Economy.





Reject





Helping those in the informal economy to become legitimate businesses need a combination of persuasion and deterrents.  This includes education as well as strict enforcement action against the wilfully non-compliant.





The objective remains to persuade people in the informal economy to legitimatise their business. 





R&D.  Broadening the definition to incorporate additional development activities may fall foul of the EC Treaty provisions governing state aid. Notwithstanding this, the Government recognises that applying the current rules to software R&D can be more difficult than for more traditional types of R&D, and is working to address these problems. For example, software-specific training is being devised, in cooperation with the industry, for the staff of the new specialist units in HMRC which have been set up to deal with all SME R&D tax credit claims.
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Members of the Council until June 2006





Sue Brownson OBE





Blue Bell BMW Ltd, Wilmslow





BMW and Mini group with six outlets including bodyshops and motorcycles.





Grant Burton





Joint owner of Manor House Farm, York





Farm and produce, bacon and sausages.





Caroline Hughes





Managing Director at Clickhere Ltd, Billingham





ICT, staff and management training.





Sally Preston





Founder of Babylicious Ltd, Brentford





A frozen baby food manufacturing business.





Michael Robinson





Burn How Garden House Hotel, Bowness-on-Windermere





Hotelier and restaurateur.








Peter Donaldson





Managing Director, d5 Consulting Ltd, Belfast and Central Chemicals Ireland Ltd, Dublin





d5 consulting Ltd, specialised consultancy  in business in difficulty, regulatory affairs in the chemical industry and project management. Central Chemicals Ireland Ltd is a chemical distribution company





Lorraine Gradwell


(Resigned December 2006)


Disability Issues Champion





Chief Executive, Breakthrough UK Ltd,


Manchester





Research and consultancy, employment


support and training for disabled people.





Teresa Graham OBE


(Resigned December 2006)





Chair of 3 SMEs and business advisor to others, London





Paul Harrod


Enterprise Interest Group Moderator





Director social and environmental business development, SETsquared Partnership, Bristol





The SETsquared Partnership, the research and enterprise collaboration of the Universities of Bath, Bristol, Southampton and Surrey, maximises the universities' impact on the UK economy through enterprise.





Professor John Reynolds





Managing Director, Reynolds Geo-Sciences Ltd, Mold





A geological and geophysical consulting practice.





Sean Taggart


Skills Interest Group Moderator


Small Business Council Deputy Chair





Group Managing Director, Albatross Travel Group, Larkfield





Specialist wholesale travel company.





Simon Topman MBE


Regulation Interest Group Moderator





CEO of ACME Whistles Co. Birmingham





Designs and manufactures whistles, bird calls and musical accessories.





Candida Whitmill


Co-owner of Whitstone House Ltd, North Tamerton





A farm based tourism and hospitality business.





Better Regulation





BRE consultation Davidson Review on gold-plating





BRE consultation Macrory Review of Regulatory Justice and Administrative Penalties





BRE Strategic Monitoring and Measurement group





BRE consultation on ‘the Tools to deliver Better Regulation’ (Revising the RIA)





DTI consultations Work and Families: Extending Statutory Maternity and Adoption Leave; Additional Paternity Leave and Pay; Extending the right to request flexible working; Additional entitlement to Statutory Paid Annual Leave (Bank Holidays)





Low Pay Commission consultation on increasing the National Minimum Wage








Employment Law Simplification Panel including review of Dispute Resolution procedures





Environmental regulation including NetRegs Business Advisory group and DEFRA’s budget board on implementing environmental legislation





Planning guide





Statutory Sick Pay





Welfare reform





Pensions








Recommendation 29





The Government should form a consultation group with businesses of all sizes to assess, agree and communicate contingency plans and strategies that could be implemented in the event of a major uninsurable natural disaster or terrorist act.








Recommendation 30





The Office of Government Commerce should ensure that large companies engage with SMEs on public procurement projects.
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Accept in part





All parts of the public sector that deal with large suppliers are expected to encourage and facilitate engagement with SMEs through supply chains where appropriate.  The Regional Development Agencies have a procurement group that aims to improve sub-contracting opportunities for the benefit of SMEs. 





the report 





Recommendation 31





The Department for Communities and Local Government should publish a Planning Guide for Small Businesses by 1st July 2006.








Recommendation 32





Fees for alcohol licensing should be made more equitable, proportionate and targeted. Specifically, licence fees should not be based on the rateable value of premises but on a form of sliding scale based on turnover.








council recommendations











SBC advice to Government





members of the Small Business Council





The Small Business Council consists of 17 members appointed by the Secretary of State for Trade and Industry. Members are selected to represent a broad cross section of small businesses from many geographical areas and ethnic backgrounds, plus one academic.





Since July 2003 Council members have been entitled, but not obliged, to receive an honorarium of £4,800 per annum.





Chair





Julie A Kenny CBE DL





Managing Director Pyronix Limited,


Rotherham, South Yorkshire





Designers and manufacturers of electronic intruder/security alarm systems.





Members





Simon Bartley





Managing Director, S4 Consulting Ltd,


London





Project Managers in building services.





Elsa Caleb


Ethnic Minority Issues Champion





Director, ECJ Associates Ltd, London�


Business advice, project management


and training.











Andrew Ive


(Resigned July 2006)





Managing Director, Adviser Garage





An internet company focused on entrepreneurs.





Scott Johnson


Better Regulation Interest Group Moderator





Joint Owner of W.F. Watt, Glasgow





A light civil engineering and landscape contractor.





Ilyas Patel


Finance & Tax Simplification Interest Group Moderator





Managing Director of Ilyas Patel Chartered Certified Accountants, Preston





Providing accounting services to small and medium sized businesses, also non- executive director of several companies.





Fiona Price


(Resigned November 2006)


Women’s Enterprise Champion





Non-Executive Director, Destini Fiona Price and Director of Communications, Destini Group, London





A financial services group.





Professor Monder Ram OBE





De Montfort University, Leicester





Professor of Small Business and Director of the Centre for Research in Ethnic Minority Entrepreneurship.














issues worked on during 2006





Enterprise





Knowledge transfer policy





Social enterprise policy





DTI Review on Energy





Incentives to promote energy efficiency





Mentoring and incubation programmes





Input to the Business Support Simplification project





Monitoring the delivery of business support through Business Link by the RDAs





Graduate entrepreneurship





SME engagement with Higher Education Institutions








Smoke free premises and vehicles (England and Wales)





DTI Ministerial Challenge Panel





DTI Better Regulation programme Board





REACH (EC directive – Registration, Evaluation and Authorisation of Chemicals)





Skills





Input to the Leitch Review





Joint workshop with the Centre for Enterprise on ‘putting skills in context’





Input to design of DfES ‘Train to gain’ skills brokerage service and monitoring implementation





Input to LSC’s ‘New Standard for employer responsiveness’





Input to Further Education reform by the DfES and LSC ‘Task and Finish’ group established with SSDA to encourage better engagement with small firms by Sector Skills Councils





Input to DfES and SSDA over specialised diploma qualifications





Input to National Skills Academies





Promotion of Skills Passports
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Appointed members of the Council from November 2006





Steven Hampson





Managing Director of Hampsons Self Drive Hire Ltd and McComb Coachwork Ltd





An independent vehicle rental company and commercial bodies manufacturer.





Jason Holt





Managing Director of Holts, Hatton Garden and Founder of the Holts Academy of Jewellery, London





Gemstone dealer, Lapidary, Designers and manufacturers of fine jewellery and trainers of the trade.





Holder of Queen’s Award for Enterprise Promotion.





Deborah Leary





CEO, Forensic Pathways Ltd, Tamworth





Designers and suppliers of forensic equipment, training/consultancy and knowledge management services.





Tom Montgomery





Managing Director, Amadyme Ltd, Northern Ireland





Software company.





Joe Murray





Managing Director, Instruments to Industry Ltd, Liverpool and Sterling Sensors Ltd, Manchester





Manufacturers of high quality temperature and pressure instrumentation.





Within the Business Support arena our core concern is the timetable and scope of the Business Support Simplification Programme.





The SBS must obtain sufficient buy-in and cooperation from all parts of government so that this programme can achieve its objectives. 





It will be critical to ensure that the rationalisation of programmes not only retains those having the most value for business but that these are then marketed effectively to employers through consistent and recognised branding throughout the country.





The Government needs to ensure that there is adequate consultation with employers about the programmes it is proposing to retain, amalgamate or abolish so that the right decisions are made.  Employers should be involved in ensuring that there is no re-proliferation following the completion of the Simplification Programme.
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In order to encourage universities to engage effectively with dynamic small businesses, we recommend that at least 10% of the total Higher Education Innovation Fund (HEIF) should be available to businesses through a voucher scheme which could only be spent on collaborative work with universities.  There would be no change to the total amount of funding available but the purchasing decision would be placed in the hands of small businesses introducing a degree of competition between universities and driving more innovation.
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Energy





Energy has become a concern for business following huge increases in energy costs over the past three years and fears about the security of supply.  Small businesses and their ability to grow are disproportionately affected by the volatility of energy prices. Unlike larger businesses, SMEs often lack the knowledge and resources to cope with the instabilities of the energy market and pricing and to address energy efficiency issues.  They do not, for example, have their own generators and are not in such a strong position to demand compensation should the supply fail.  Unlike consumers, small businesses are not protected in respect of energy prices and do not enjoy the negotiating position or resources of larger companies when dealing 








with price increases or other supply related issues.





The Council welcomed the Department of Trade and Industry’s Energy Review 2006, to which it made some key recommendations and requested a balanced approach to renewables.  The current Renewables Obligation encourages an advantageous bias towards onshore wind, and a limitation on the development of alternative, sustainable, renewable technologies.





The Council was concerned that this could be to the detriment of small rural businesses involved in tourism.





The Council has met Energywatch and the Carbon Trust to see if there are ways to improve access to information and grants that are currently available but not reaching small businesses.  The Council is doubtful about the Carbon Trust’s strategy of letting those who sell equipment advise small business customers about the availability of grants.  SMEs will not view such intermediaries as genuinely impartial.





SBC advice to Government 
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employer groups.  Rather than simplifying SSP administration for employers, it was and remains our view that it was more likely to exacerbate absenteeism and create new administrative and management problems for small business.  The Council was very pleased that the Department for Work and Pensions (DWP) agreed to withdraw it pending further consideration, although we remain concerned that there is considerable pressure under the DWP’s simplification plan to revisit the SSP issue and we hope that, if so, the small business community will be consulted early about its practical impacts.





Reform of Incapacity Benefits





While sympathising with the Government’s aspirations to help people off benefits and into employment, the Council has concerns about the possible implications for small business employers. It was pleased to have the opportunity to express these to the DWP.
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taxation for small businesses





However the Council has made clear to the Government on several occasions both in


correspondence and in meetings with Ministers that there is a limit to the costs that small businesses, in particular, are able to absorb because of the impact on their productivity and global competitiveness.   The Council believes that the cost to small businesses will be greater than the 3% contribution costs when the costs of administering the scheme are taken into account.  This, of course, will be much more onerous for small businesses. 





The Council would like to see the scheme being introduced over a 3 to 5 year period in order for small businesses to be able to adapt gradually and would also like to see rebates (not exemptions!) depending on the size of the company.  The Council believes employees should become eligible to join the scheme after a year’s employment when the other major employment rights become enforceable.  However, as this would fail to cover seasonal workers we suggested a compromise of three months; any enrolment period below three months would cause considerable additional cost and administrative burdens for small businesses whilst also generating potential confusion amongst employees.  





The Council also hopes that in implementing personal accounts the Government will seize the opportunity to rationalise the collection of employers’ contributions with existing tax and National Insurance contributions and warned that businesses should not be made liable for recommending pension providers to their employees or be responsible for providing advice.





Banks and Small Businesses





Banks are extremely important to small businesses as providers of funding and financial services, which enable them to grow and develop.  It is therefore important that the relationship between these parties works effectively.








The difficulties associated with using HMRC’s website from both a user and advisor’s perspective must be resolved quickly, in particular, the lack of a facility that will allow customers and businesses to contact HMRC by e-mail.  The Council believe that until the basics are addressed, individuals and practitioners will not have full confidence regarding future online planning.
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We remain concerned at the behaviour of the banking sector with regard to small businesses and look forward to the publication of the forthcoming report from the Office of Fair Trading (OFT).





Once the OFT advice on the banking sector is published and the Competition Commission has made any recommendations, the Council hopes that the Government will note the outcome and take appropriate action as this issue is of paramount importance to the growth of enterprise in this country.





better regulation





10





Recommendation 8





In order to address the issue of confusion and fragmentation, the SBS should work with the Regional Development Agencies (RDAs) and Government Departments to:





Ensure that the Business Link brand retains a consistent national core offering in order to deliver an acceptable level of consistency of quality and advice, whilst also allowing for regional flexibility





Ensure that ‘Business Link’ is used as the central delivery brand from which businesses can be signposted to the most appropriate support programme(s)





In order for Business Link operators to function effectively and concentrate on critical customer needs, their targets and priorities should also be rationalised (at present they can have up to 130 separate targets at which to aim).








This is my second and last annual report.  During the last year the Council and I have worked hard to help Government understand the actual complexities of running a small business so that it could apply this knowledge when formulating new policies that affect them.





Since its inception the Council has made 92 recommendations of which 76% have been either fully or partially accepted. I believe there is no better testament to our efficacy and the successful partnership that has been developed between the Council and the Government over the last seven years.





The legacy that I should like to leave behind, is, that in whatever area of activity the Government is operating, it will indeed think small first and ensure it always considers the implications of whatever changes it wants to make on small businesses.  





In the past this has been achieved by the Council offering Government confidential, independent and honest advice.  We have not always agreed with every aspect of existing and proposed new policies but we have worked hard, constructively and persuasively to ensure that the Government is aware of the potential real or unintended consequences of their actions on small businesses.  We have been passionate about making the case for small businesses which is what this report continues to do and I hope Ministers and officials will as a result be able to understand the context for what we are saying and act upon our advice.








Business Link should continue to be promoted as the Government’s prime access point for all publicly funded SME support.  RDAs should also continue to work together to ensure consistent delivery of Information, Diagnostic and Brokerage services under the Business Link brand.











the Small Business Council 
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