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Small firms do suffer disproportionate costs when complying with government regulations but their biggest problems often stem more from having to cope with a raft of frequently changing regulations according to Government Regulation and the Small Firm1, the latest report from the Institute for Small Business and Entrepreneurship  (ISBE) 2.Published by the Small Enterprise Research Team (SERTeam)3, the report brings together the latest research from leading UK academics on the impact of regulations on small firms.

Taxation and other financial regulations, including self-assessment for corporation and personal income tax, are seen by the self-employed and small firm owners as the largest source of compliance costs. Most small firms are prepared to pay a premium above their perceived in-house administrative costs to have a financial advisor –usually an accountant – manage their taxation compliance.

In contrast, in the sphere of health and safety about which owner- managers are not well informed, few small firms use outside advisers. More inspections would be desirable and actually welcomed by many managers, particularly since these inspections are usually conducted in a sympathetic way. However, enforcement agencies are faced with limited resources and there is no evidence that Business Link services are providing much support over health and safety issues.

Another important finding of the research is that the current hyperbole concerning the damaging effect of employment regulation seems unjustified. Small firms have only a very uneven appreciation and limited experience of regulatory requirements and for this reason some of the perceived costs may be overstated.

Finally, the potential adverse (or beneficial) effects of new regulations are not always properly taken into account in the government’s own assessments of regulatory impacts. Regulatory Impact Assessments (RIAs) could therefore be improved considerably.  Many recommendations are given for this including the publication of consultees own estimates were they differ materially from the official ones. 

Notes to Editors

1. This report is based on individual research studies conducted by members of the Institute for Small Business and Entrepreneurship (ISBE) and presented to a one-day policy forum on the impact of regulation on small firms organised by the Association of Chartered Certified Accountants (ACCA) at ACCA’s London headquarters in March 2004. Each chapter was subsequently updated to take into account other current research and the report represents the latest research in Britain on the impact of regulations on small firms. The report cost £40.00 including post and package. And is available from the Small Enterprise Research Team, Open University Business School, Walton Hall, Milton Keynes, MK7 6AA, UK. Telephone: +44 (0)1908 655831, Fax: 655898: Email: oubs-sert@open.ac.uk     Website: www.serteam.co.uk 

2. The Institute for Small Business and Entrepreneurship (ISBE), founded 30 years ago,is Britain’s premier small business and entrepreneurship network with a membership of around 400 individuals and organisations.  ISBE provides a forum for SME research and entrepreneurship education and support plus those who provide business advice, and those who formulate, deliver and evaluate enterprise policy. With a mission ‘to advance research, education and policy in small business and entrepreneurship’, ISBE’s primary purpose is to promote knowledge and expertise in this area, most noticeably through its annual conference, Britain’s largest, longest running and most respected in the small business and entrepreneurship field.

For more information, Write to : Institute for Small Business and Entrepreneurship, Middleton Chambers, 34-36 Westgate, WETHERBY, LS22 6NJ, UK, Tel/Fax:+44 (0)1937 584008, Email: info@isbe.org.uk  Website: www.isbe.org.uk

Conference website:  www.isbe2005.org
3. The Small Enterprise Research Team (SERTeam) is an independent, non-profit charitable association hosted at the Open University Business School and dedicated to: 

· conducting and publishing entrepreneurship and small business research

· improving understanding of key enterprise issues

· working with and supporting other small business organisations

SERTeam conducts Britain’s longest running and best established small business survey with each quarter’s findings published as the NatWest/SERTeam Quarterly Survey of Small Business in Britain. In addition, SERTeam publishes a tri-annual Small Enterprise Research Report, sponsored by LloydsTSB Bank as well as a number of ad hoc research based studies including Government Regulation and the Small Firm (contact details as above).






