
SUBMISSION FROM THE ECONOMIC DEVELOPMENT ASSOCIATION (SCOTLAND) 
 
Introduction 
 

1. The Economic Development Association (Scotland) (“EDAS”) is the independent 
voice of economic development in Scotland. We are the country's foremost 
membership driven association for all organisations and individuals with an interest 
in economic development. With over 3000 members, we aim to facilitate a 
substantial improvement in the effectiveness of economic development activity in 
Scotland by helping to raise the knowledge, skills and networks of those involved in 
all aspects of economic development.  

2. We welcome the opportunity to contribute to the Economy, Energy and Tourism 
Committee's inquiry to review the purpose of an enterprise agency and the success 
of recent reforms. What follows is the result of both an internal member survey and 
a member only consultation event which took place on 1 September 2010 and was 
attended by the committee convener Iain Smith. 

 
What impact has the rationalisation of the enterprise network and the abolition of 
the LECs had on the quality or effectiveness of the services delivered?   
 

3. On the one hand, there has been less intra regional competition within the network 
and improved focus on added value; It helps keep costs down and enables SE to 
be more cost effective; and some improvement in the delivery of national projects. 

4. Yet on the other hand, the majority of feedback was negative. A number of members 
pointed out that the rationalisation has been extremely disruptive to the delivery of 
local economic development and in some cases no local enterprise dimension was 
evident at all specifically in the identification of issues, priorities and strategy.  

5. The adverse impact the changes have had on small business with Business 
Gateway supporting only new businesses or other agencies assisting only those 
that are “account managed”. Indeed, few local businesses receive support or 
understand what support is available. A similar story applies to SE with an 
increasing tendency to support only those who are “account managed”.  

6. The mismanagement of the changes has resulted in a lack of consistency from area 
to the area in how stakeholders are brought together and co-operate operationally – 
the scale and quality of human resources are not evenly applied to those areas that 
have been identified as a priority. 

7. “Gaps in provision” was stated a number of times.  
8. Key message: Within the current structure it is very difficult to ensure you have the 

right balance between nationally set policies and local delivery on the ground.  
 
Has the transfer of activities, such as the Business Gateway service, to local 
authorities improved the delivery of services to local businesses and what evidence 
is there of this? 
 

9. Yes. The Local Authorities now take things into their own hands (linking business 
start up services with a range of related activity like planning, employability, property 
etc) to deliver the service and fill the gaps that have been left after the Business 
Gateway contracts and local businesses are treated as a higher priority, thus 
improving the local responsiveness of services.   

10. The overwhelming response was that there was no evidence of improvement. 
Some even went further to argue that the transfer of responsibilities has had a 
detrimental effect on the relationship between the Business Gateway contractors 



who deal with small business clients through the LA managed BG service and 
Scottish Enterprise. 

11. Moreover, this split has added an extra link in the structural chain which appears 
impractical to manage on an operational basis and has caused significant tension in 
some areas. 

12. In terms of feedback from businesses, the responses from Local Authorities have 
been slow. A deeper problem appears to be the lack of value perceived by the 
business community for these public services.  

13. Note of caution: it is difficult to draw general conclusions as the evidence is patchy. 
The capability to deliver services is dependent upon the ability and understanding of 
local authority management. 

 
What has been the experience of businesses that are not account-managed by 
Scottish Enterprise/Highlands and Islands Enterprise since the 2007 reforms? Are 
such companies finding it difficult to attract the support they need from the 
enterprise agencies and what evidence is there of this?   
 

14. Put simply, yes. Non-account managed businesses are finding it difficult to obtain 
the requisite level of support needed. One respondent, a director of a small 
business, pointed out that the level of support from HIE had reduced markedly in 
that they were offered consultants who had limited knowledge and even more 
limited impact.  

15. Others stated that these businesses are confused as to where they should get the 
support, a lack of clarity that was reiterated continuously in the survey. 

16. An important caveat was offered, however. The continued focus and prioritisation of 
account managed businesses is a rational response to maximise return on 
dwindling resources. Of course, this is dependent on the account management 
system operating as expected. 

 
How joined up are the various agencies that are now charged with supporting 
economic recovery? Are there examples of successful partnership working 
between, for example, SE or HIE and local authorities? How has the establishment 
of the strategic forum assisted in this regard? 
 

17. The general tone of responses indicated that things were getting better and that 
relationships between Local Authorities and SE were in a much improved state.  

18. Yet, it was stated that joint working and successful partnership existed only on a 
project by project level, a feat due largely on the attitudes and skills of the people 
involved.  

19. Others entirely disagreed with this view, pointing out that there were limited 
examples of joined up working.  

20. Likewise, the opinions of the Strategic Forum were far from complimentary. Many 
were completely unaware of the forum and any activities or discussions that came 
out of it.  

 
What distinctive contribution has been made by HIE as a result of its 
social/strengthening communities remit? Should the same obligation be applied to 
SE? 
 

21. A major success story; a fundamental part of HIE. These represent the majority of 
responses to this question indicating that the programme has successfully assisted 
communities to help themselves and provided them with professional support and 



encouragement. 
22. It was clear that these views did not apply to SE. The majority of views, although 

not all, believed that applying this obligation would be inappropriate, infeasible, a 
distraction from its core services and distort the economic mission of SE 

23. Key message: this remit is illustrative of the different needs of the Highlands.  
 
Have COSLA and SE been able to agree on what constitutes local, regional and 
national regeneration? Are local authorities maintaining levels of local regeneration 
activities? What benefits have accrued from the transfer of local regeneration 
activities to local authorities? What has been the impact on regional regeneration 
projects? Have any regeneration projects failed or been cancelled as a consequence 
of this transfer of responsibilities? 
 

24. Overall the responses showed that there is very little evidence to substantiate 
claims positively in this regard. For instance, it was pointed out that Local 
Authorities seem confused about regeneration projects and their prioritisation and 
unable to maintain the same levels of regeneration activity, albeit there have been 
improvements recently. 

25. There were major concerns raised as to where – due to both the financial climate 
and structural changes – large scale regeneration projects would come from. This 
concern is heightened by the major reduction in funding on regeneration because of 
this spend not being ring-fenced and being de-prioritised ahead of other statutory 
functions. 

26. Key message: not ring-fencing economic development services budgets will have 
an adverse impact on the Scottish economy.  

 
The Cabinet Secretary envisaged that Regional Advisory Boards would provide a 
link between local, regional and national delivery. How is this working in practice 
and what links have been provided? 
 

27. Members either did not know who they were or thought that they had little or no 
impact – mere talking shops that are aloof, redundant and disconnected.  

 
What advantages has the establishment of Skills Development Scotland brought in 
terms of the delivery of the skills agenda and have there been any difficulties? 
 

28. Overall, members were unclear as to any benefit or impact though added that its 
impact has been hindered by major issues in its establishment. Naturally, this was 
disappointing given the importance of the skills agenda in Scotland.  

29. Nevertheless, it was also stated that the creation of SDS was a positive move that 
required more resources and an increased local focus. Consequently, it had given a 
clearer focus on skills.  

30. Key issue: the separation of skills from economic development has had a 
detrimental effect and although there is a great deal of enthusiasm for change 
within SDS (and the wider sector) they are largely held back by bureaucracy. 

 
How will services be protected in light of any planned further restructuring exercise 
within Scottish Enterprise and/or Highlands and Islands Enterprise? 
 

31. It was noted by some members that the Highlands have different needs and thus 
must be treated differently. A merger between HIE & SE would ensure that the 
Highlands would lose out socially and economically. In direct contrast, it was stated 



that Scotland was a small country that only needed one national agency. 
32. Other members replied that the committee were asking the wrong question. Indeed, 

it is more prudent to ask what services are genuinely needed rather than worrying 
about protecting ineffective services that currently exist. 

 
Could the Scottish Government’s economic aims be achieved in a different way? 
Are there more successful or efficient models of delivery in other parts of the 
world?  
 

33. Through both the event and the survey the message is clear: now is not the time for 
another government restructuring. Perhaps there are better models out there but 
precious energy and resources would be wasted in yet more structural change 
which most likely would damage economic recovery. 

34. Yet that's not to say that the system in place cannot be improved. For example, 
barriers can still be removed to encourage business start ups and growth 

35. Key message: allow the major structural changes to settle down, further embed and 
focus on one priority - boosting Scotland's economic recovery.  

 
Could services be delivered as effectively, with greater efficiency, by a single 
agency or some other structure with increased shared services etc? Conversely, are 
a single economic strategy and the SE account management model suitable for both 
Scotland and the Highlands & Islands? 
 

36. Members seem to be divided on this crucial issue. On the one hand, you have 
those proselytising for the merging of HIE & SE on the grounds that Scotland is too 
small a country for two agencies and that is unnecessary duplication. 

37. In direct contrast, others were adamant that there is a need for separate 
arrangements for HIE & SE primarily due to the distinctiveness of HIE as an agency 
or simply because it has only been four years since the last major restructuring.  

38. You also had those members calling for Business Gateway to be delivered by one 
agency rather than each Local Authorities; the scaling back of public sector 
involvement in enterprise support with the funds being utilised to structure a private 
enterprise support sector.  

39. Lastly, it was outlined that the more appropriate form of questioning here (due to the 
poor record of economic development agencies in supporting business 
development) would be to ask: Are the current services effective? Do they represent 
value for money? Should the agencies exist? 

 
What should be the role for a publicly-funded enterprise network, what activities 
should it be expected to deliver and what resources are required? Alternatively, 
what alternative exists to the current model in Scotland and what benefits would 
this have? 
 

40. A number of answers were provided to this question, too many to summarise. A 
selection follows below. 

41.The form and role of Scottish Enterprise is about right, if it were a single national 
body. As for resources, more would be welcome, but that is unlikely.   
42. 1. Skills Development 2. Business support and growth - for large and small 

businesses. 3. Community development and support. There is a need for a model 
which integrates these functions with the work of the local authority, but the delivery 
of services must be by an organisation just as accountable as the Local Authority 
for its public funding and its management of resources. If these functions are all 



incorporated in some form into local government, e.g. by making them part of an 
arms-length organisation to the LA, that might be a way of doing this. I think it 
needs further debate - local forums convened and the arguments presented for a 
variety of models. 

43. Leave things as they are for Account Managed businesses in the SE area. Extend 
Account Managed status to the BG network. Dispense with Account Managed 
status for social enterprises and allow all of them to be granted assistance when 
they ask for it. Account Managed on demand should be applied in the HIE area in 
general. 

44. A publicly funded enterprise network should promote entrepreneurship and provide 
a national advisory service for clients interested in starting a business. It should also 
offer a comprehensive range of services to SME's, with direct access to all relevant 
support measures and subsidies. 

45. The Information, Diagnostic and Advice model that lay behind revamped Business 
Link in England seemed a pre-condition for businesses finding appropriate support 
and for allocating limited public resources. Account management was part of that 
model but possibly implemented too exclusively with too little dynamic churn for 
clients and the stage/capability reached. The Business Support Simplification 
Programme which seemed to get lost in branding and reducing specific schemes. 
But Business Link now disbanded widely. Effective, transparent and trusted sign-
posting is probably more significant to long term economic performance of 
businesses than any specific schemes. i.e. something like Gateway. 

46. This is about accelerating economic growth. It needs to cover public infrastructure 
and international development. These are crucial to effective economic 
development. Too much time is spent considering new models for economic 
development. The agencies employ some of the brightest and best of economic 
development minds and these get diverted on to reporting and administration. 

47. Should be an economic development agency not an enterprise network. Should 
focus on key sectors building high level sector knowledge and specialist support, 
multi business infrastructure and support and targeted direct business support to 
key companies in sectors. Link to SDI should be strengthened with the core 
development agency. Links to role of HE in economic development should be 
strengthened. In certain areas such as Glasgow and Dundee it should be tasked to 
work with partners in tackling the productivity gap of high unemployment, physical 
regeneration. Should focus primarily on cities/city regions 

48. Taking a holistic view of all aspects of economic development. 
49. Always identify market failure and seek to secure market adjustment; prioritise 

areas where greatest impact can be secured; clarify that it is the role of SE and not 
another’s to address that market failure/issue; it’s a good project - i.e. those that 
work, are sustainable in financial, environmental and economic terms.  

50. Activities always driven from objectives/outputs sought. Focused around main 
market failures should include: - Internationalisation; Innovation/research - 
especially in company innovation; people/skills - especially management and 
leadership; growth aspiration; funding (only where missing in the private sector). 
Less clear rationale for physical infrastructure projects. Need a clearer examination 
of other business infrastructure e.g. research centres etc. Alternative models would 
largely be about dividing this up into different agencies and would make no 
difference on what needs done.  Amount of money - the more it gets the more it will 
deliver - a political issue. 

51. Enterprise network should be tasked with driving major national and regional 
projects forward. At present there appears to be very little creativity, energy, vision 
or drive within SE and this is creating a void. Agree that with limited resources that 



prioritisation is required.  
52. Try delivering business support through businesses on a contractual basis. This will 

focus attention much more clearly on outcomes for customers.  There are two clear 
areas that need support; business start up and growth, and physical regeneration. 
The first should be dealt with through the private sector contracting model and the 
second via local regeneration companies that exist separately from local authorities. 

53. A publicly funded enterprise network should be there to support and fund enterprise 
activities and evaluate their impacts. It should enable the interactions between 
enterprises and the support they need and provide support that overcomes the 
market failures that prevent them from happening, rather than delivering them 
themselves. Entrepreneurs make business happen, enterprise agencies should 
support this. 

 

Do the enterprise agencies’ methodologies for calculating the return on investment 
bear scrutiny? Which activities have been identified as delivering most return on 
investment? 
 

54. Again, the replies to this question were wide and varied. A selection follows below 
55. SE's methodology is subject to a great deal of external scrutiny. Perhaps rather 

more than that of SDS for instance. No methodology for the calculation of additional 
GVA is ideal, but there are few, if any persistent credible critics of the fundamentals 
of SE's approach. The Committee might do well to look at the work of professor 
Hart of Aston University, which shows that investment activity in Scotland performs 
rather better in cost benefit terms than the same products delivered in England. 
This is one pointer to the greater cost effectiveness of SE working in concert with 
both tiers of Scottish Government.  

56. I think SDI delivers the best returns & should be protected at all costs. It gives 
businesses in Scotland significant advantages over the rest of the UK and the 
Account Managed system has been studied by Greater Stavanger Economic 
Development as something which might be considered for adoption in Norway. SDI 
should have a new target of finding the funds for investment in the new renewables 
infrastructure we must put in place. 

57. Most agencies involved in delivering economic and business development support 
are responsible for justifying their own performance against targets. In these 
circumstances it is natural for such bodies to present their achievements in a 
positive way and to seek to embellish their particular impact. It is important that 
external agencies, such as the audit commission, who may be asked to appraise 
such activity, look at claims for impact and how any "success criteria" are developed 
and apportioned between the various partners involved in specific projects or the 
delivery of particular services. 

58. Not possible to measure everything. Those activities that deliver most return on 
investment in financial terms are not always the ones that should be prioritised. SE 
has developed good understanding of economic development impacts, should also 
include social impact analysis (social return on investment). LAs are now starting to 
use this type of appraisal but staff don't always have the knowledge or experience. 

59. Pretty robust on evaluation. More weak on appraisal, pre project work.  Need to 
spend more time on these, particularly those with major spending, use truly 
independent appraisers and draw on robust evaluation evidence to support any 
conclusions.  Not sure of latest evidence, but was always one to one business 
supports which produced the greatest impacts (including internationalisation). 

60. No, the evaluations are completely ridiculous but good business for the big 
accounting firms. Most of the schemes are designed and structured by bureaucrats 



meaning they are often more of a burden than a boost. The idea that someone in a 
public sector organisation that is removed from market conditions can pick 'winners' 
for investment is nonsense. There is a huge investment industry that devotes 
enormous resources and talent to supporting 'winners' and half of them get it wrong. 
What chance do enterprise agencies have? Enterprise agencies would rather spend 
their time arguing about the definitions of return than actually delivering change and 
benefit. The model is fundamentally flawed and this sort of discussion is typical of 
the diversions from the real issues. 

61. No. Part of the problem is that activities are catalytic in nature. The question is not 
"What impact has the activity achieved" because, in itself, support activities do not 
achieve any impact at all. Rather, it should be the more negative "What would have 
happened without the support". This provides a more accurate demonstration of 
value. The chemical term here is "enthalpy" - which is the energy required to make 
a reaction happen. By measuring the 'economic enthalpy' and then looking for 
places where it can be reduced, there is a more direct route to both action required 
and measurement of effectiveness. Economic development is a fairly hit and miss 
affair and does not necessarily work on a cause and effect basis. Part of the 
problem is that there is an expectation that everything that is planned will happen 
and everything that is expected will come to pass. Failure is not an option, but it is a 
reality in the economic world. This also needs to be taken into consideration. 
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