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FEDERATION OF SMALL BUSINESSES – SCOTLAND 

WRITTEN SUBMISSION 

Introduction 

The FSB is Scotland’s largest direct-member business organisation, 

representing around 19,000 members.  The FSB campaigns for an economic 

and social environment which allows small businesses to grow and prosper.   

Over the last decade, the FSB has highlighted the difficulties small 

businesses face trying to sell goods and services to the public sector. We 

have worked closely with the Scottish Government, other parts of the public 

sector and other supplier organisations, to address these challenges.  

Since the 2006 McClelland report and subsequent reform programme, there 

have undoubtedly been some improvements, such as the development of a 

single, online portal for advertising contracts in Scotland. However, the reform 

programme has also brought significant new challenges for small businesses, 

particularly the aggregation of contracts. As a result, small firms who had 

previously sold to the public sector increasingly felt that public procurement 

was not for them.  

The Bill is unlikely to solve all small business’ difficulties with procurement but 

it could be an important step in changing how we view procurement in 

Scotland, recognising that public spending decisions can affect a number of 

other policy objectives and expecting our public bodies (‘buyers’) to consider 

this in a more strategic fashion. However, in a time of severe financial 

pressure, the effectiveness of the Bill in changing priorities of individual 

buyers remains to be seen.   

Small businesses and procurement   

Before moving on to specific comments about the measures in the Bill, this 

section of our response summarises some of the key improvements and 

challenges facing small businesses bidding for public sector contracts. In 

addition, there are some key points to make in relation to the ongoing 

discussion about small businesses and procurement. These are: 

 Discussions about ‘Scottish SMEs’ can be misleading, since almost all 

our businesses are SMEs. Instead we need to consider the difference 

between the procurement capabilities of a micro firm (those with fewer 

than ten employees), versus a medium business of 200 employees, 

versus a multinational company.  
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 Rhetoric around the Bill often refers to enabling more small businesses 

to bid for contracts by opening up access to more opportunities. We 

believe the priority should be more than creating a level playing field. It 

should be ensuring more small businesses win more contracts in 

Scotland.  

 The procurement statistics available in Scotland are probably the best 

available anywhere in the UK. However, the data is far from complete. 

Where possible, we refer to data from the Procurement Information 

Hub and not from PCS.  

 Public bodies often refer to the need for improved capability in small 

businesses and of their efforts to raise awareness of contract 

opportunities. This supposes that small businesses are the only ones 

who need to change. Instead, if public bodies are serious about getting 

more small suppliers, they must examine how their own processes and 

practices should change.  

 Whilst it will vary across sectors, in general small businesses would 

prefer to bid directly for business, rather than only being given 

opportunities as a sub-contractor and subject to the pressures that can 

apply further down the supply chain. 

 Collaborative bids from small businesses working together is not an 

easy answer to the challenge of large contracts. Small businesses 

bidding together require extra time and consideration built in to contract 

processes – otherwise such collaborations cannot compete with large 

corporations.  

As outlined above, we should recognise that some improvements have been 

made to the procurement system in Scotland, to respond to concerns of small 

businesses. These include: 

 Good use of Public Contracts Scotland (PCS) by buyers and suppliers 

to advertise and source contracts;  

 Slow but steady increase in use of Quick Quote facility for lower value 

contracts; 

 Development of the standard pre-qualification questionnaire (SPQQ) 

and ability to store company profile (to prevent having to input basic 

details over and over) via PCS; 

 Developing role of the Supplier Development Programme; and 

 Establishment of the ‘Single Point of Enquiry’ for complaints. 

 

Despite this success, a number of complaints are still frequently reported by 

small businesses, including: 
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 The use of blanket terms and conditions for all contracts regardless of 

size of contract e.g. insurance levels or turnover thresholds; 

 The size of contracts puts them beyond the reach of small, local firms; 

 The length of PQQs and the number of requirements at this stage e.g. 

qualifications or accreditations; 

 How PQQ questions are framed e.g. in relation to experience; and  

 Unnecessarily restrictive specifications e.g. particular brand. 

 

Earlier this year, FSB Scotland published evidence highlighting the additional 

benefits that can flow from spending with local, small businesses. Our report, 

analysing spending of suppliers, showed that for every £1 spent with a local 

small firm, an additional 63p of value was added to the local economy, 

compared to 40p for a large firm.1 In addition to the benefits of local spending, 

procurement can also work as an economic development tool, particularly in 

relation to innovation. In this the public sector can create demand, act as a 

test market and provide a customer base for new products and services.  

 

We are aware of some good links between procurement and economic 

development across Scotland but there is still more to do. This might involve, 

for example, closer working between procurement and economic 

development teams in councils in addition to more joint working between the 

Supplier Development Programme and Business Gateway. It could also 

involve a stronger role for SE and HIE identifying and supporting potential 

new suppliers.  

 

The number of small businesses in Scotland continues to grow. SMEs 

represent 99% of all Scottish firms of which micro businesses make up 94%, 

accounting for almost a third of private sector employment (far more in some 

areas). Despite this, only 4% of procurement spending goes to these firms – 

the bedrock of most local economies. More generally, despite moves to 

improve access, spending with SMEs has remained constant in the last few 

years. We therefore firmly believe that despite improvements, there is more to 

do if we are to realise the value of procurement as an economic development 

tool for Scotland.  

 

 

 

 

 

                                                           

1 Local Procurement: making the most of small business, one year on, Scotland analysis, Centre for Local Economic Strategies, 

2013  
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Comments on the Bill 

 

Part 1 – Key concepts and application 

There is always likely to be a range of views about the right threshold for 

regulated contracts. On balance £50k for supplies and services seems right.  

However, if Scotland takes the step of introducing legislation to set out how 

we think public goods and services should be purchased, then these rules 

should apply as widely as possible. We note that others have raised concerns 

about the exclusion of Scottish Water from the Bill. Perhaps more importantly, 

we are unclear about how the Bill will apply to the hundreds of millions of 

pounds in construction procurement managed by HubCos. Since this 

spending represents a significant chunk of construction opportunities for small 

businesses in Scotland, it would be worrying were they not able to expect the 

same standards demanded of other parts of the public sector.  

Equally, we recognise that it simply would not be practical to use the same 

processes for high and low value contracts. However, we want to ensure that 

overarching commitments to sustainable procurement, and the considerations 

this involves, apply across the buyer’s organisation. This might mean, for 

example, that procurement strategies set out how low value procurement 

processes can also reflect the kind of good practice that will help small 

businesses bid for more work.  

Part 2 – General duties and procurement strategies 

Many public sector bodies profess their support for sustainable procurement, 

including involvement of SMEs. In our view, many organisations still have 

some considerable way to go in moving from high-level, warm words and 

showcase projects to embedding these priorities in routine procurement 

practices. The sustainable procurement duty, with strategy and reporting on 

how this is being achieved, could help buyers focus more clearly on their 

priorities and how these will be achieved.  

Procurement spending can help achieve a range of wider societal, 

environmental and economic aims. But not all contracts can achieve all these 

aims at once. Buyers need to identify different priorities (these are likely to 

vary depending on spend profile, geography etc) and think more strategically 

about how these can be supported through procurement.  

In order to demonstrate how they are considering local economic impact and 

access for SMEs, procurement strategies could contain a presumption in 

favour of breaking contracts into the smallest practicable lots, whether extra 

time should be built in to enable collaborative bids and how processes – 
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including questions about past experience and Community Benefit 

requirements – can enable small, local bidders to sell themselves. As outlined 

above, strategies should also include detail about processes for low value 

spend, such as increased use of Quick Quote.  

In addition, we hope that publishing annual reports will place additional 

scrutiny on buyers regarding their spending decisions. For example, we would 

like annual reports to contain a breakdown of spending with micro, small, 

medium and large businesses and, where appropriate, spending within their 

own area. It would be helpful if organisations reported this data in a consistent 

manner to aid comparison and that the information is available online in a 

central location (such as the Scottish Government’s procurement page). On a 

more general note, the Scottish Government should also be publishing 

national information on a more consistent, regular basis.  

We welcome the inclusion of payment terms policy in strategies since 

business-to-business late payment remains a critical issue to small business 

cashflow. Nevertheless, we believe that the Scottish Government should 

update guidance on how buyers can enforce payment terms down the supply 

chain, in order to ensure this is monitored in a more effective way. The extent 

to which this is monitored should also be included in annual reports.  

Part 3 – Specific duties 

We welcome the requirements for buyers to advertise on PCS, to provide 

feedback and to provide procurement documentation without charge. Most 

buyers already comply with these requirements to a greater or lesser extent 

but the Bill clearly sets out the basic practices and processes expected of 

buyers in Scotland.  

Community Benefit Clauses (CBCs) are increasingly used in large contracts 

and are widely recognised as a good development in procurement practice. 

We want to ensure that CBC requirements do not become an unintended 

barrier to participation by smaller businesses. This could arise if CBCs 

become a tick-box activity, or if buyers forget to focus on the desired outcome 

and how this could be delivered in different ways by different sizes or types of 

business. In other words, we want to ensure that CBCs capture the benefits 

small businesses can offer, rather than ruling them out on a technicality.  

We note the Scottish Government’s intention to clarify through regulations the 

grounds on which bidders can be excluded from bidding for public work. We 

agree that clarity on the rules and processes for exclusion would be helpful.  

We have some concerns about guidance to be produced regarding selection 

of tenderers. In particular, consideration of workforce matters could cover a 
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very wide range of issues, rather than being limited to living wage. It is 

possible that such guidance might result in buyers routinely asking bidders to 

submit employment policies, at a time when we are trying to remove 

unnecessary paperwork and requirements. We are also unclear about how or 

why buyers would give consideration to matters which cannot formally be 

considered when scoring bids.  

Part 4 – Remedies 

We support the provisions in the Bill since sanctions help underline the 

importance of complying with new legal requirements. Nonetheless, largely as 

a result of cost, court action is rarely an option for small businesses.  

The Single Point of Enquiry (SPoE) was established to respond to concern 

about a lack of affordable, practical remedy for small businesses and while 

this does provide a route for anonymous complaints, in some instances it 

seems to lack authority. For example, complaints sometimes relate to what 

might be regarded as bad practice, such as excessive turnover criteria, as 

opposed to regulations being broken. In such cases there is little the non-

statutory SPoE can do.  

Conversely, it is probably fair to say that the informal nature of SPoE has 

enabled it to work effectively behind the scenes, resolving problems by 

discussion and negotiation. On balance though, we feel that there is scope for 

an additional level of remedy to sit between the SPoE and court action. This 

could take the form of an ombudsman or tribunal.  

Federation of Small Businesses – Scotland 

22 November 2013 
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PUBLIC PROCUREMENT

the amount the Scottish public sector estimates it spent  procuring goods and services in 2012/13

Scottish Public Sector 
Procurement Spending

£9,700,000,000+

321,685

29%

Sources: 
FSB / CLES study – Local Procurement, making the most of small businesses, one year on (July 2013)
Scottish Procurement Information Hub Data (May 2013)
Scottish Government – Businesses in Scotland Data (Oct 2013)
A Profi le of Micro Businesses in Scotland, SG (September 13)
FSB Voice of Small Business Survey Data (2012) 

         twitter.com/fsb_scotland
More: stuart.mackinnon@fsb.org.uk

or susan.love@fsb.org.uk

micro businesses in Scotland, with fewer 
than 10 employees, account for

of Scottish private sector jobs but receive only 
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32 local authorities

Average Scottish council spends

...but only
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is spent with businesses from within 
their own boundaries, compared to 

a UK-wide fi gure of 31%

£4 billion+

£158 million
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FSB research shows that every 

The Procurement Reform Bill 
could help to:

• make all public bodies consider the 
economic impact of their purchasing 
decisions;

• encourage buyers to simplify and 
standardise processes and think 
about small businesses; and

• align economic growth plans with 
procurement strategies.
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94%
of all Scottish businesses and provide

15% of FSB members don’t bid for public work 
because the process is too costly and time consuming.

40p worth of additional 
benefi t when spent 
with large local fi rms

32%
of public procurement contracts.
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