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Dear Kate

New Deal for Business

Thank you for attending on 19 March and giving evidence with Dr Malik.

The Committee delayed writing to you, pending sight of the final progress report from
the New Deal for Business (NDFB) Group, to close the programme. The Committee
was pleased to see the published report last month with more detail on outcomes.
The Committee notes and welcomes the Scottish Government’s commitment to
continue with the principles, as collectively agreed by the NDFB Group, of mutual
respect, meaningful communication, evidence-based decision making, awareness
and understanding and consistency.

Two years ago, when the New Deal for Business (NDFB) was announced, the
Scottish Government said the aim was to “help business and trade to thrive and
maximise the opportunity of the green economy, with fairness at its heart”. In
October 2023, the NDFB Group brought forward its plan, key actions and
measurements of success.

The Committee was mindful of the two surveys conducted by the Fraser of Allander
Institute asking businesses specifically about the Scottish Government’s
understanding of the business environment. The most recent was in October 2024
when businesses were asked about their current opinion on their relationship with
the Scottish Government, against the backdrop of the NDFB. At that time, only 9% of
surveyed firms agreed or strongly agreed that the Scottish Government understood
the business environment in Scotland, 62% disagreed. Against this, in December
2024 research published by the Diffley Partnership showed that when asked if the
Scottish Government was concerned with the needs of Scottish businesses, around
half (48%) agreed, while 31% disagreed. The proportion agreeing had increased by
three percentage points and when asked whether the Scottish Government was
taking action to address business concerns, four in ten (42%) agreed, up nine
percentage points from September.

Against that research, over two meetings in February, the Committee spoke to a
range of business representatives to consider the impact of the NDFB and hear their
views on whether NDBF had delivered on the key actions. The Committee is grateful
to those who provided evidence and was pleased that, broadly, witnesses felt
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engagement with the Scottish Government had improved and is now more
purposeful.

Actions particularly highlighted and welcomed by witnesses and the Committee,
include the Scottish Government’s new policy development cycle and policy
development tools. The Committee is pleased that these have been implemented
across government (including the new business and regulatory impact
assessments). Taken together, they should lead to improved understanding of policy
impacts on smaller businesses and of the cumulative impact of regulations on
business. These were issues of concern highlighted to the Committee during
different pieces of inquiry work.

These are welcome improvements to internal government processes, however the
extent to which the NDFB has yet had an impact ‘on the ground’ was questioned by
some witnesses. For example, the Committee heard that challenges remain for the
Scottish Government in engaging effectively with time-poor SMEs and it is important
to recognise that trade bodies should not always be a substitute for engaging directly
with SMEs. There were mixed views on whether the Scottish Government
understood business, witnesses did not necessarily see a clear link between NDFB
and Scottish Government economic strategies or have awareness of what the
Government’s economic policy priorities are. As highlighted when you attended, the
Committee was particularly struck by the evidence of Tony Rodgers, CEO of Emtelle
UK. He said he had found it difficult to engage with the Scottish Government, despite
trying and had not heard of the NDFB programme.

As you acknowledged, despite the initial NDFB programme of work having come to
an end, there is still progress and improvement to be made, particularly on reaching
a more diverse range of businesses and engaging with SMEs. In that spirit, the
Committee welcomes your commitment to maintain progress, strengthen dialogue
and understanding and build on the momentum that the NDFB initiated. You
mentioned an option under consideration is a roadshow aimed at engaging with
different types of businesses. And that teams will be put in place across the whole of
Government to take forward work on policy support and education to support
improved working with business. In September, the Committee will look to come
back to you for an update on progress. Another aspect of maintaining that
momentum, as highlighted by you and Dr Malik, will be lasting government culture
and organisational change. You pointed to the new Cabinet sub-group focused on
economy and investment as being part of that new approach.

On the regulatory process and cumulative burden of regulations on business, the
Committee accepts that the focus of the sub-group was on the process for
developing new regulations. The Committee asked whether there was now a
published and continuously updated list of regulations showing the cumulative
regulatory impact. In response, the Committee was advised that although a list had
been prepared, in advance of the previous programme for government, there is no
process yet for keeping it current but that it is an ongoing consideration. The
Committee welcomes the commitment in the recent Programme for Government to
publish an action plan based on an assessment of business regulations in key
growth sectors, with the aim of making it easier to do business.



In conclusion, the Committee welcomes progress to date and will keep a watching
brief on next steps with a view to returning to this with you in September. The
Committee will also be interested in hearing how the work of the new Economic
Democracy Group will feed into this progress and what steps the Scottish
Government is taking to broaden the diversity of business ownership models. | also
take this opportunity to highlight the Committee’s more recent work looking at
Scotland’s skills delivery landscape, a key aspect of the relationship with business
and a priority for every business the Committee has spoken to. The Committee is
currently considering that evidence and will shortly write to the Education Children
and Young People Committee to assist with its consideration of the Tertiary
Education and Training (Funding and Governance) Bill at stage 1. That letter will be
copied to the Scottish Government.

Yours sincerely,
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Colin Smyth MSP
Convener





