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LOCAL GOVERNMENT AND COMMUNITIES COMMITTEE 
 

AGENDA 
 

6th Meeting, 2018 (Session 5) 
 

Wednesday 21 February 2018 
 
The Committee will meet at 10.00 am in the James Clerk Maxwell Room (CR4). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take item 5 in private. 
 
2. Small Business Bonus Scheme: The Committee will take evidence from— 
 

Stuart Mackinnon, External Affairs Manager - Scotland, Federation of 
Small Businesses; 
 
Ian Milton, President, and Alastair Kirkwood, Vice-President, Scottish 
Assessors' Association; 
 
Marianne Barker, Non-Domestic Rates Policy Manager, Ross Henderson, 
Assistant Economist, and Marina Curran, Statistician, Scottish 
Government; 
 
Richard Marsh, Director, 4-consulting. 
 

3. Small Business Bonus Scheme (in private): The Committee will consider the 
evidence heard earlier in the meeting. 

 
4. Work programme (in private): The Committee will consider its work 

programme. 
 
5. Human Rights and the Scottish Parliament: The Committee will consider 

correspondence from the Equalities and Human Rights Committee. 
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 Local Government and Communities Committee 
 

6th Meeting 2018 (Session 5), Wednesday 21 February 2018 
 

Small Business Bonus Scheme: Note by the Clerk 
 
Purpose 
 
1. This paper provides background information on the Scottish Government’s 

review of Non-Domestic Rates and the evaluation of the Small Business Bonus 
Scheme. 

 
Background 
 
2. In December 2015, the Scottish Government announced a review of Non-

Domestic Rates with the First Minister confirming in March 2016 that the review 
will be led by the former chair of RBS, Ken Barclay, and is expected to be 
completed by summer 20171. The Barclay Review consultation was launched 
on 13 July 2016 and closed on 7 October 2016.  

 
3. At its meeting on 26 April 2017, the Committee took evidence from COSLA, the 

Federation of Small Businesses, the Scottish Retail Consortium, the Scottish 
Assessors’ Association and Scottish Financial Enterprise. Following this 
session, the Committee then took evidence from Ken Barclay. 

 
Link to Committee paper for the meeting of 26 April 2017  
Link to the Official Report for the meeting of 26 April 2017 

 
4. In August 2017 the external review of Non-Domestic Rates by Ken Barclay 

reported its recommendations.  
 

5. On 12 September 2017, the Cabinet Secretary for Finance and the Constitution 
set out the Scottish Government's initial response to the Barclay review. A 
statement was also made in the Chamber by the Cabinet Secretary for Finance 
and the Constitution, Derek Mackay, on the response to the report of the 
Barclay review of non-domestic rates. 

 
6. On 29 November there was a debate in the Chamber on motion S5M-09221on 

the Barclay review and arm’s-length external organisations. 
 

7. On 14 December 2017, the Scottish Government published an implementation 
plan in response to the Barclay review.  In its response the Scottish 
Government confirmed that—  

 
“Barclay recommendation #7  

                                            
1 Scottish Government news release, 18 March 2016 

http://www.parliament.scot/S5_Local_Gov/Meeting%20Papers/20170426_MeetingPapers.pdf
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=10917
https://beta.gov.scot/publications/report-barclay-review-non-domestic-rates/
https://beta.gov.scot/publications/report-barclay-review-non-domestic-rates/
http://www.gov.scot/Topics/Government/local-government/17999/11199/NDRministerialstatement120917
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11069&i=101085
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11069&i=101085
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11234&i=102342
http://www.gov.scot/Topics/Government/local-government/17999/11199/BarclayImplementationPlan
http://www.gov.scot/Topics/Government/local-government/17999/11199/BarclayImplementationPlan
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The effectiveness of the Small Business Bonus Scheme should be 
evaluated.  

 
36. The Scottish Government accepts this recommendation.  
 
37. Whilst we are committed to the Small Business Bonus Scheme, a review 
will be undertaken to ensure that we maximise the economic and social 
benefits of the Scheme.  
 
38. Further detail will be set out in due course. Any findings will be 
addressed in time for the 2022 revaluation.”  

 
Small Business Bonus Scheme 
 
8. At its meeting on 17 January 2018 the Committee took evidence from the 

Cabinet Secretary for Finance and the Constitution on the Scottish 
Government’s response to the Barclay Review: 

 
Public Papers for the Committee meeting of 17 January 2018 
Official Report for the Committee meeting of 17 January 2018 

 
9. At that meeting the Cabinet Secretary invited to Committee to contribute to the 

remit, status and evaluation measures which might form part of its review the 
Small Business Bonus Scheme (SBBS). The Cabinet Secretary explained that 
currently the FSB business survey is the most direct way it assesses the value 
of SBBS.  

 
10. The Committee agreed that it would like to undertake this work and at its 

meeting on 24 January 2018 agreed to hold an evidence session on the range 
of measures that might form the basis of an evaluation of SBBS.  

 
11. At this meeting the Committee will take evidence from the following: 
 

a. Scottish Government’s Non-Domestic Rates Team 
b. Scottish Assessor’s Association 
c. Federation of Small Businesses 
d. Richard Marsh 

 
12. Submissions have been received from Richard Marsh and the Federation of 

Small Businesses and these are attached in Annexe A of this paper. 
 

Next Steps 
 
13. The Committee will consider, in private, the evidence heard at the meeting on 

21 February 2018 and consider the terms of its response to the Cabinet 
Secretary. 

  

http://www.parliament.scot/S5_Local_Gov/Meeting%20Papers/20180117_MeetingPapers.pdf
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11312
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ANNEXE A 
 

Written Submission from Richard Marsh 
 
Executive Summary 
 
Evaluating the Small Business Bonus Scheme 

 
The value of the Small Business Bonus Scheme relief is higher than other high-
profile resources focused on economic growth.  The scheme is now larger than the 
2017-18 resource budget for Scottish Enterprise and nearly fourteen times the size 
of Regional Selective Assistance (RSA) grants awarded in Scotland. 
 
What are we evaluating? 

 
The difficulty in evaluating the SBBS scheme is that its rationale is less than clear.  
What are the scheme’s objectives and have these objectives been monitored?  This 
information needs to be clearly set out before any evaluation can be attempted. 
 
What data is available to evaluate 

 
The Annual Business Survey (ABS) and Inter-Departmental Business Register 
(IDBR) could be used to link with administrative data from the SBBS provided by 
local authorities or the Scottish Assessors Association.  This would provide 
information on the performance and characteristics of SBBS beneficiaries. 
 
Examples of data readily available 

 
Across most industrial sectors the business rates paid by large companies account 
for a lower share of profits than smaller firms.  In Scotland’s manufacturing sector the 
business rates paid by large companies accounted for a lower share of profits (2.1%) 
than Scotland’s micro manufacturing companies (3.8% of profits).  The ABS data 
also showed the burden of business rates is higher in areas where economic growth 
has been lower. 
 
Other issues  

 
Everything needed to evaluate the SBBS is already there, there might be some 
issues of consistency of information between local authorities, but this isn’t 
insurmountable.  Local authority data will be based on property reference numbers 
but the ABS and IDBR data will be based on enterprises and business units. 
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Evaluating the Small Business Bonus Scheme 
 
1.1. This report is in response to the Local Government and Communities 
Committee’s scrutiny of Non-Domestic Rates (business rates).  This report considers 
the Barclay Review (available online) conclusion that the effectiveness of the Small 
Business Bonus Scheme (SBBS) should be evaluated. 
 
1.2 The Barclay Review cited anecdotal evidence that “it has provided vital 
assistance to many small businesses”.  The Barclay Review stated that the policy 
has been in place for a decade with over £1.3 billion of public funds committed, over 
the lifetime of the scheme, and that the time was right for it to be formally evaluated. 
 
1.3 The Scottish Government published a response (available online) to the Barclay 
Review (Scottish Government, 2017b).  The Scottish Government accepted most of 
the recommendations made by the Barclay Review including that the effectiveness 
of the SBBS should be evaluated. 
 
1.4 The value of SBBS relief is higher than other high-profile resources focused on 
economic growth.  Other sources that are regularly evaluated to measure economic 
impact and value of money including Regional Selective Assistance (RSA).  
 
1.5 The latest annual report summarising Regional Selective Assistance (RSA) 
awards is available online (Scottish Enterprise, 2017).  In total, 65 offers of RSA 
were accepted in 2016-17 with a total value of £16.2m. 
 
1.6 Rates relief through the SBBS has grown significantly, more than tripling from 
£68 million in 2008-09 to £226 million in 2017-18.  The scheme is now larger than 
the 2017-18 resource budget for Scottish Enterprise and nearly fourteen times the 
size of Regional Selective Assistance (RSA) grants awarded in Scotland. 
 
1.7 The Scottish Government has committed to an evaluation of the SBBS before 
the next planned revaluation in 2022.  Given the significant recent rise in the value of 
SBBS relief (26% in 2017-18) there is a pressing need to assess the impact of the 
scheme. 
 
What are we evaluating? 
 
1.8 HM Treasury’s Green Book Appraisal and Evaluation in Central Government 
(available online) sets out the framework for evaluating public policies.  The key 
stages for evaluation include Rationale, Objectives, Appraisal, Monitoring, Evaluation 
and Feedback. 
 

http://www.gov.scot/Resource/0052/00523643.pdf
http://www.gov.scot/Resource/0052/00524630.pdf
https://www.scottish-enterprise.com/knowledge-hub/articles/publication/rsa-reports
http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/220541/green_book_complete.pdf
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1.9 The difficulty in evaluating the SBBS scheme is that its rationale is less than 
clear.  What are the scheme’s objectives and have these objectives been monitored?  
This information needs to be clearly set out before any evaluation can be attempted. 
 
1.10 Much of the anecdotal impact of the SBBS has focused on the number of 
businesses in receipt of the relief.  Is the scheme’s objective simply to maximise 
uptake?  Even if this were the case the coverage of a scheme is rarely a good 
indictor of economic impact or value for money. 
 
1.11 The evaluation of the Small Business Rate Relief scheme in Northern Ireland 
(available online) concluded that the chosen objective of the scheme should shape 
its design.  The evaluation suggested that an objective of supporting economic 
growth could be tied to capital investment and employment.  If the objective was to 
support business survival, then different criteria would be more appropriate. 
 
What data is available to evaluate the SBBS? 
 
1.12 The Annual Business Survey (ABS) is produced by the Office for National 
Statistics (ONS).  The Annual Business Survey (ABS) covers only the non-financial 
business economy, which accounts for approximately two-thirds of the UK economy 
in terms of Gross Value Added (GVA).  The ABS statistics do not cover the whole 
economy, omitting the financial sector, parts of agricultural sector and parts of the 
public sector. 
 
1.13 The Scottish Government produces Scottish Annual Business Statistics 
(available online) based on ABS data.  The ABS data provides a wide range of 
business characteristics that can be presented by geographic area or industrial 
sectors.  This includes turnover, employment, Gross Value Added (GVA), wages and 
gross operating surplus (profits).  
 
1.14 The Inter-Departmental Business Register (IDBR) is a comprehensive dataset 
of UK businesses which covers 99 percent of UK economic activity, holding records 
of approximately 2.1 million businesses.  The IDBR includes information on 
industries, employment and turnover and geographical variables such as 
parliamentary constituency and travel to work areas. 
 
1.15 Data from either the ABS or IDBR could be used to link with administrative data 
from the SBBS provided by local authorities or the Scottish Assessors Association.  
This would provide information on the performance and characteristics of SBBS 
beneficiaries. 
 
1.16 As an example, the ABS already includes information on the value of business 
rates paid.  Although this data is not regularly published, the Scottish Parliament 
Information Centre (SPICe) produced analysis of business rates paid by Scottish 

https://www.finance-ni.gov.uk/sites/default/files/consultations/dfp/NICEP%20Final%20Report.pdf
http://www.gov.scot/Topics/Statistics/Browse/Business/SABS
http://www.parliament.scot/index.aspx
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business by industrial sector.  The business rates paid are shown as a proportion of 
gross operating surplus (profits) with a five-year average taken from 2011 to 2015 to 
reduce the impact of volatility from any single year. 
 
Scotland’s manufacturing sector 
 

Number of employees 
Business rates as 
% of profits 

Fewer than 10 3.8% 

Between 10-49 3.9% 

Between 50-99 3.5% 

Between 100-249 3.3% 

More than 250+ 2.1% 

 
SOURCE: Scottish Annual Business Statistics 2011-15 
 
Scotland’s hospitality sector 
 

Number of employees Business rates as 
% of profits 

Fewer than 10 12.6% 

Between 10-49 12.0% 

Between 50-99 13.2% 

Between 100-249 12.7% 

More than 250+ 11.6% 

 
SOURCE: Scottish Annual Business Statistics 2011-15 
 
1.17 The SPICe analysis also covers business rates as a proportion of turnover by 
local authority area.  This is useful to analyse how the broader system of business 
rates links to local economic growth. 
 
1.18 This data is based on a two-year average (2014-15) but is only available with 
local authorities presented within bands.  For example, the retail sector analysis 
presents four groups of local authority areas; those where retail companies business 
rates account for 10.5% to 15.7% of profits, 8.7% to 10.5%, 6.9% to 8.7% and from 
4.1% to 6.9%.  
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1.19 This data was combined with Gross Value Added (GVA) data published by the 
Office for National Statistics (ONS) showing overall growth in the local economy from 
2010-15.  This is shown for the retail sector (where the sample size is relatively 
large) in Table 4.7 with the average total economic growth (2010-15) shown for each 
band.  
 
1.20 The ABS data showed the burden of business rates is higher in areas where 
economic growth has been lower.  Economic growth has been lower among local 
authority areas where business rates paid by retailers account for up to 15.7% of 
profits.  Economic growth has been higher among local authority areas where 
business rates paid by retailers account for as little as 4.1% of profits. 
 
Rates burden in retail sector & local economic growth 
 

Business rates % of profits   Average of total 
economic growth  

Between 10.5% and 15.7% 14.9% 

Between 8.7% and 10.5% 16.1% 

Between 6.9% and 8.7% 17.6% 

Between 4.1% and 6.9% 19.7% 

 

1.21 Some of this difference may be accounted for by the gap in revaluations 
between 2010 and 2017 and the markedly changed business environment.  More 
frequent revaluations should help to address this problem, but only if assessments 
fully take into account local market conditions.  
 
Other issues 
 
1.22 The sources of data set out above illustrate how robust analysis could be 
developed.  This would rely on data from Scottish Assessors Association and local 
authorities.  Everything needed to evaluate the SBBS is already there, there might 
be some issues of consistency of information between local authorities, but this isn’t 
insurmountable. 
 
1.23 Local authority data will be based on property reference numbers but the ABS 
and IDBR data will be based on enterprises and business units and the SBBS covers 
properties that aren’t businesses.  However, linking data with the ABS could allow 
the SBSS to be linked to wages, investment, economic growth and more meaningful 
geographies like high streets or retail parks. 
 
Richard Marsh (Director 4-consulting) 
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http://www.gov.scot/Publications/2017/08/3435
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Written Submission from the Federation of Small Businesses 
 
Dear Bob, 
 
Small Business Bonus Scheme 
 
I write to you regarding the committee’s interest in the Barclay review of non-
domestic rates (NDR) and its specific recommendation that the Scottish Government 
should review the Small Business Bonus scheme.  
 
FSB was pleased to make a number of representations to the Barclay review and, in 
the absence of a fundamental move away from property based taxation, believe it 
made a number of sensible recommendations. 
 
Specifically, we were pleased that Barclay recommended a number of measures to 
improve ratepayer experience and the administration of the tax system. For example, 
we were cheered with the recommendation that assessors should provide a more 
transparent and consistent approach, and that a standardised approach to billing 
should be introduced across Scotland.  
 
We would highlight that the road map outlined by Barclay indicated that a review of 
the Small Business Bonus Scheme would commence on 1 April 2020.  
 
In our view, given the urgent work that is required to address shortfalls in NDR 
administrative practices – this timescale looks sensible. FSB was alarmed when last 
year a number of Scottish local authorities could not pass on Scottish Government 
rate relief due to IT system problems – we would argue that work to address this 
problem is of the highest priority.  
 
A summary of evidence regarding the importance of the Small Business Bonus 
Scheme to our membership can be found in our submission to Barclay which is 
available at the following link: 
 
https://www.fsb.org.uk/docs/default-source/emerald-
fallback/cr_barclayndrreview_fsbresponse.pdf?sfvrsn=5). 
 
We would also highlight a paper (attached) compiled by Barclay which provides 
useful figures regarding the recipients of the scheme.   
 
As we highlight in our evidence, in financial year 2015-16, the Small Business Bonus 
Scheme resulted in £174 million of notional lost government revenue. However, the 
wider rates system generated £2.84 billion in tax income. With around 100,000 
recipients benefitting from the relief, which costs only about £1 for every £20 raised, 
we believe that the scheme offers excellent value. 
 
FSB believes a review should be focused on looking at how the scheme could be 
adjusted to best support Scotland’s small business community. Ideally, we would like 

https://www.fsb.org.uk/docs/default-source/emerald-fallback/cr_barclayndrreview_fsbresponse.pdf?sfvrsn=5
https://www.fsb.org.uk/docs/default-source/emerald-fallback/cr_barclayndrreview_fsbresponse.pdf?sfvrsn=5
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any review to be revenue neutral – meaning that any savings made by withdrawing 
or adjusting help would be passed on to other members of the small business 
community. 
 
We have set out some of our priorities for a review below: 
 

 A focus on small business – we accept that the SBBS is imperfect and that 
some non-business premises (e.g. car park spaces) get support, while other 
small businesses in higher value premises (e.g. some shops, small hoteliers) 
do not. A review should look at new ways to ensure that all sorts of smaller 
operators get proportional help.  
 

 A focus on local economies, town centres and high streets – FSB has 
long been a champion of Scotland’s 470+ local towns. While rates policy 
alone must not be the only lever government uses to support our high streets, 
a review of the bonus scheme could examine how the scheme could be 
adjusted to support local places.  
 

 A broad perspective - the rise of the digital economy poses substantial 
questions about the use of non-domestic property. In our view, any review 
must understand this wider context alongside the contribution of smaller firms 
to local communities. We would urge the Scottish Government to avoid a 
limited study which looks exclusively at headline economic activity.  

 
These recommendations only represent an initial consideration of the matters which 
a review could examine.  
 
We would also highlight to the committee that FSB’s Small Business Confidence 
Index shows that Scottish smaller firms are facing a significant rise in input costs. 
Given this context, we’d warn that any suggestion that the scheme will be cancelled 
would be met with understandable alarm in the small business community. 
 
Therefore, we would ask the committee to consider carefully the timing of the review 
and ask you to recommend to the Scottish Government that Barclay’s initial 
timescales are met.  
 
We look forward to next week’s evidence session and if you require additional 
information from FSB in the meantime, please contact Stuart Mackinnon, FSB’s 
external affairs manager  
 
Yours sincerely, 
 
Andy Willox 
Scottish policy convenor 
Federation of Small Businesses (FSB) 
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Billing System Snapshot – Relief Expenditure by Type of Property 
 
Background: At a recent meeting of the Review Group, the Group requested that officials provide 
a breakdown of both Small Business Bonus Scheme and Charitable Rates Relief by type of 
property, in order to assess what sorts of property were in receipt of both relief from the two 
schemes. This document provides two tables breaking down the latest data that we have for both 
schemes. 
 
Table 1: Recipients  of Rates Relief via the Small Business Bonus Scheme (and the cost of 

that relief) 
 

 

Type of Property No. of Properties 
Claiming Relief

Cost of Relief

Shops                  27,399 £62,077,714
Offices                  14,058 £26,809,386
Work-shops                  11,331 £21,941,207
Stores                    7,268 £9,426,487
Self-catering                  10,777 £9,059,062
Garage                    2,322 £4,063,775
Public Houses                    1,271 £3,376,264
Resturants                    1,085 £2,883,398
Surgeries                    1,153 £2,625,855
Yards                    1,618 £2,509,925
Halls                    1,278 £2,243,923
Warehouses                       873 £2,240,476
Guest Houses                    1,293 £2,063,758
Hotels                       773 £1,911,956
Time Share Units                       923 £1,827,018
Clubs                       628 £1,435,981
Cafes                       543 £1,340,993
Studios                       643 £1,207,764
Factories                       535 £1,184,407
Showrooms                       400 £1,022,311
Day Nurseries 329                      £827,817
Bowling Clubs                       330 £790,954
Stables                       525 £736,792
Caravan Sites                       386 £593,275
Holiday Huts 700                      £471,157
Clinics 194                      £407,857
Riding Schools                       167 £364,499
Car Washes                       129 £364,393
Depots                       159 £348,880
Ground and Premises (combined) 355                      £336,215
Post Offices 214                      £332,117
Stances                       193 £324,970
Kennels                       321 £323,237
Hostels                       188 £309,215
Car Parks and Car Spaces (combined) 442                      £304,187

All other (141) categories 6,263                   £6,048,183

Total 97,066                 £174,135,405

All Types of Property that Account for >£300k in Expenditure
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Type of Property Cost of Relief

Office* £32,804,926
University £19,885,211
College £15,802,240
Sports centre* £12,101,030
Shop £11,663,279
Hall* £10,858,669
Community centre* £9,404,272
Leisure centre* £8,701,702
Museum* £7,677,703
School £7,183,838
Swimming pool* £4,259,532
Library* £4,208,999
Research centre £2,892,722
Home £2,867,860
Hostel £2,606,573
Club £2,528,499
Workshop £2,435,556
Gallery* £2,181,583
Training centre £1,827,553
Store £1,642,696
Hospital £1,329,739
Theatre £1,324,952
Warehouse £1,288,134
Prison £1,270,954
Arts centre £1,058,032
Day centre £801,059
Laboratory £770,045
Visitor centre £683,625
Recreation ground £672,748
Retail warehouse £657,678
Military facility £595,434
Day nursery £574,040
Studio £542,309
Factory £537,515
Garden £536,576
Outdoor centre £507,630
Exhibition venue £485,242
Religious centre £467,920
Animal welfare £432,592
Golf club £399,099
Sui generis £362,223
Kennels £308,867
Clinic £300,832

All other (102) categories £5,231,257

Total £184,672,943

All Types of Property that Account for >£300k in Expenditure

Table 2: Cost of Charitable Rates Relief2 by Type of Property 
 

 
 

                                            
2 Note that this includes the cost of both Mandatory and Discretionary Charitable Rates Relief – the overlap between 
the two groups explains why the number of properties claiming these reliefs is not given. This information can be 
estimated if desired. 

Effect of Council ALEOS (£27.8m) 
The categories in the table to the left 
marked with an asterix are 
categories where more than £1m of 
relief expenditure goes to Council 
Aleos, the largest categories in 
recipient of Charitable Rates relief 
going to ALEOS are: 
Sports Centres  - £7.4m 
Leisure Centres - £5.6m 
Museums - £2.8m 
Swimming pools - £2.4m 
Libraries - £2.4m 
Halls - £2.2m 
Community Centres - £1.9m 
Offices - £1.9m 
Galleries - £1.2m 
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