
 
 

 
   

    

 

 

 
SUBMISSION FROM CBI SCOTLAND 
 
INTRODUCTION 
 

1. CBI Scotland is an independent organisation funded by its members and 
representing firms from across the country from all industrial, commercial and 
business sectors. 

 
2. The engines of growth in the next economic cycle will have to be very different from 

those that drove the economy forward in the first years of this century. Rapid 
increases in consumer and government spending are no longer sustainable given 
record levels of borrowing. If the economy is to move forward, the slack will have to 
be taken up by the two other major components of the economy, private sector 
investment and trade. 

 
3. We therefore welcome the opportunity to respond to the Committee’s inquiry into 

the enterprise networks, as the work undertaken by Scottish Enterprise (SE), 
Highlands & Islands Enterprise (HIE), and Scottish Development International (SDI) 
can help facilitate this re-balancing of the economy.  

 
4. CBI Scotland has a strong interest in public policy on economic development, and 

our members recently published their business manifesto1 ahead of the upcoming 
elections to the Scottish Parliament. We also submitted evidence to the 
Committee’s recent and allied inquiry into support for exports and 
internationalisation2

 
GENERAL REMARKS 
 

. Many of our members are of course customers of the 
enterprise networks or are themselves involved directly, e.g. as board members, 
and all have an interest as funders or beneficiaries of the work undertaken by the 
agencies. 

5. It is right to question why we have taxpayer-funded business support and export 
assistance, where the market failure actually is, and whether it is fit-for-purpose and 
providing value for money particularly in the current challenging economic and 
financial climate. After all, a number of organisations already provide a wide range 
of assistance - usually on a commercial basis - to Scottish companies seeking to 
expand or win new business. These organisations can include banks, business 
advisers, accountants, lawyers, local authorities3

 

, and those providing export 
certification. The CBI itself, with its UK and overseas offices, provides assistance to 
its members to help them interpret policy, influence, and keep abreast of economic 
developments in key markets both at home and abroad.  

6. However, our members on the whole are of the view that the publicly-funded 
support currently on offer from the enterprise networks is of genuine assistance, at 

                                                            
1 ‘Energising the Scottish economy: a business agenda for reform and recovery’, June 2010 
2 CBI Scotland response to exports inquiry, March 2010 
3 Review of local authority economic activity, summary report for SLAEDG, June 2009 



a reasonable cost, and that it can and does help firms define, focus and realise their 
growth ambitions more effectively, and helps them navigate the various support 
mechanisms on offer.  

 
7. As mentioned earlier, there is a pressing need for a step change in our performance 

on business investment and on exports, despite the more recent welcome pick up in 
manufacturing exports of late4

 

. While eschewing rapid expansion has seen some 
firms survive this most immediate past recession, those firms who have diversified 
and sell in different marketplaces tell us it has helped them thrive through the recent 
economic downturn. The interventions that the enterprise networks offer can help 
more firms capitalise on these opportunities.  

8. The support on offer is generally thought to be of a good standard, offering an 
appropriate blend of strategic and more tactical support. However SE, HIE and SDI 
cannot rest on their laurels and must continue to keep under review their 
performance and the breadth of the programmes on offer and test this against the 
needs of business. Our members have stressed the need for continuity in strategy 
and delivery from the enterprise networks, given that there can be a considerable 
period of time between the help that a company is offered to devise a new strategy 
and the time when sufficient orders and revenues result.  

 
9. CBI Scotland supported in the main the previous reforms to the enterprise 

networks5

 

, particularly the overriding focus being the small selection of priority 
sectors - Tourism, Food & Drink, Financial Services, Life Sciences, Energy, 
Electronic Markets – which offered the brightest prospects for growth. The approach 
outlined of putting taxpayers’ money where it would make the greatest difference 
was one that resonated well with our members, in effect trying to create a ‘bigger 
bang for the taxpayers buck’.  

10. We also supported the preparation and delivery of plans for each priority sector 
developed in conjunction with sectoral representatives, and supported the abolition 
of the Local Enterprise Companies (LECs) as a means of ending fragmentation and 
restoring a focus on investment and business support rather than on statutory 
governance and compliance burdens which CBI members on LEC boards told us 
consumed a considerable proportion of their time. Members took the view that the 
move away from LECs was an encouraging sign that government was able to look 
past parochialism over geographical boundaries to the larger picture of what is best 
to maximise the impact of the agencies.  

 
11. Our members did have concerns at the move to put Business Gateway under the 

auspices of local authorities. These concerns were essentially over whether this 
fragmentation of service delivery might cause problems for growing companies who 
need to be helped on to the next stage of their development, the potential for lack of 
consistency of approach across the country, and the ability or indeed enthusiasm of 
councils to deliver particularly if finances become tighter.  

 
12. While in our 2010 manifesto we did state that they were largely satisfied with what 

SE, HIE and SDI were delivering, particularly through initiatives such as the Scottish 
Manufacturing Advisory Service, our members did voice concern at the prospect 
that there may be further reductions to the budgets of the enterprise networks. 
Firms in receipt of publicly-funded support are understandably less concerned as to 
who actually provides it, so long as it is of the right quality and easy to access, and 
this appears to be the case.  

                                                            
4 CBI Scotland’s quarterly Scottish Industrial Trends Survey, July 2010 
5 CBI Scotland press release, 27 September 2007, ‘CBI Scotland welcomes devolved government’s announcement on enterprise networks’. 



 
13. CBI Scotland is clear that it should not be left simply to the enterprise networks to 

improve Scotland’s economic performance and achieve the Scottish Government’s 
targets for economic growth. Wider devolved public policy – not least in terms of 
infrastructure, connectivity, skills, planning, regulation, and public procurement – 
and UK economic policy has a significant role to play in order to ensure Scotland is 
- and is better known as – a great place to do business and invest. Our members 
are also mindful that there needs to be realism as to what can be achieved in the 
context of the budget for the enterprise networks, which while sizeable is 
nonetheless only a fraction of overall devolved government expenditure.  

 
14. The recommendations of this inquiry and any resulting changes implemented by the 

Scottish Government and the enterprise networks should be reviewed after a 
suitable period to ensure the support and assistance on offer continues to reflect 
the needs of businesses and capitalises on Scotland’s economic potential.  

 
RESPONSES TO QUESTIONS 
 

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? 

 
15. Most firms look to themselves first, or to external experienced business contacts for 

advice, when seeking to grow their business. As a result many firms have little or no 
experience of the enterprise networks or the services they provide.  

 
16. However, those firms who are account managed by the enterprise networks mostly 

- though not universally - report favourably on the service they receive and the 
quality of the account managers that have been appointed. Many other firms which 
fall out-with the enterprise network’s account management system report a lack of 
knowledge about the services on offer and indeed whether the quality and 
effectiveness of the services has improved or otherwise.  

 
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? 

 
17. As cited earlier, our members voiced several concerns over the decision to transfer 

Business Gateway to the control of local government.  
 

18. That said, feedback from members suggests that in certain places, e.g. the 
Highlands, it is having a positive impact on wider local economic development 
activity and that a more beneficial relationship is emerging between business and 
the local authority as a result. However that improvement in council/business 
engagement and wider local economic development is not universal6

 
What has been the experience of businesses that are not account-managed 
by Scottish Enterprise/Highlands & 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? 

 

. 

19. Our understanding at the time of the reforms was that those firms which are not 
account managed and which are not in a priority sector could still access support, 

                                                            
6 CBI Scotland speech to the SLAED conference (Nov 2008) cited business concerns over lack of progress on delivering improvements in 
performance on planning, public procurement, payments to suppliers, and contracting out.  



either through Business Gateway or where they were able to demonstrate a 
sufficiently compelling case.  

 
20. There is undoubtedly a perception amongst some firms that they will only get 

support if they fall within one of the priority sectors. Others cite little or no contact at 
all with the enterprise networks. This may reflect the fact that the emphasis of 
business support is concentrated on the 2,000 or so firms deemed high growth or in 
priority sectors.  

 
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? 

 
21. Our understanding of the Scottish Government’s ambition to align the activities of 

the various enterprise agencies, including VisitScotland, through its Strategic Forum 
and so minimise duplication is an approach we would endorse, though we have no 
direct experience of the Strategic Forum itself. 

 
22. In terms of support for Scottish exporters, we understand that the wider reach that 

UKTI naturally has can either be accessed directly or through SDI, regardless of 
whether a firm is located in the SE or HIE areas.  

 
23. One encouraging example of joined up working is that SDI and VisitScotland have 

been working together and with private sector representatives to deliver a tourism-
specific investment plan. This is designed to identify a relatively small number of 
tourism-related projects with significant potential, in order to attract investment. It is 
crucial that the projects identified in this plan are closely aligned with future 
iterations of the Scottish Government’s National Planning Framework to smooth the 
planning process and aid investor confidence.  

 
24. Feedback from members in the Highlands suggests that the Highland Economic 

Forum is helping to provide for close working relationships between HIE, the local 
authority, business and other interests compared to five years ago. Similar positive 
feedback has been expressed about the arrangements for North East Scotland 
through Ascef.  

 
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? 

 
25. In addition to its work mapping and helping fragile communities, HIE has also been 

visibly instrumental in creating the University of the Highlands & Islands7

 
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? 

. Our 
understanding is that were SE to be given a similar social remit then that would 
require legislation to change its articles of association, could dilute its current tight 
focus on helping key sectors and growth companies, would require new people, and 
involve diverting resources away from existing priorities.  

                                                            
7 Highlands and Islands ‘Looking ahead’, Holyrood Magazine, 6 September 2010 



 
26. Local authorities have a real interest in helping to regenerate their area and do try 

to leverage in private sector investment and expertise, e.g. Sir Ian Wood’s offer to 
part fund the significant regeneration project in central Aberdeen, or through 
encouraging the creation of Business Improvement Districts, or through the growing 
interest in using Tax Increment Financing to forward-fund projects. However a 
concern we have is that local authorities, as democratically elected bodies, have a 
wide remit and literally hundreds of different responsibilities and obligations, and so 
local regeneration may find itself slipping down the list of priorities in order to protect 
other projects deemed more pressing and the tighter fiscal situation develops. 

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

 
27. With the exception of Ascef, which covers Aberdeen ‘city and shire’, the Regional 

Advisory Boards have a low profile. This is perhaps unsurprising since much of the 
focus to date has been on the priority sectors and developing their agendas along 
with sectoral representatives. It may also reflect differences in how the regional 
boards view and undertake their role. However we understand that a 
complementary patchwork quilt of Local Economic Forums and Community 
Partnerships still do exist over and above the RABs.  

 
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. Skills Development Scotland (SDS) plays an important role in the skills landscape 

by offering employers information, guidance and support to develop and enhance 
their workforce. This is a role which will have added impetus as the economy 
recovers and a new skills environment emerges with employers requiring a new 
skills set from their employees.  

 
29. However, we have received concern previously that Skills Development Scotland 

(SDS) seemed inwardly focused, though this was perhaps unsurprising since they 
are a relatively recent creation and have had to merge several different bodies into 
one, a principle endorsed by CBI Scotland.  

 
30. Our sense is that SDS is becoming more outward looking and improving, and it has 

been pro-active in involving ourselves and others in developing and communicating, 
for example, the PACE (Partnership Action for Continuing Employment) initiative 
and the ‘adopt an apprentice’ programme.  

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

 
31. The focus ought to be on those priorities and services which offer the greatest 

return. The enterprise networks, along with the rest of the public sector, will have to 
bear some of the burden of restoring the public finances to health, though we think 
a strong case ought to be made for minimising the impact on services such as 
support for exporters. There may be opportunities to merge or contract-out ‘back 
office’ functions, or indeed co-locate (e.g. HIE and VisitScotland) offices though this 
is unlikely to generate immediate savings.  

 



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? 

 
32. As mentioned earlier, it should not be seen as wholly the responsibility of the 

enterprise agencies to deliver the Scottish Government’s growth ambitions, rather 
that the whole panoply of devolved public policy has to be supportive too, e.g. 
transport, skills, planning regime8

 
.  

33. CBI Scotland continues to believe there is merit in having an enterprise framework 
that has strategic priorities and which co-ordinates: business support to new start-
ups, growth-oriented SMEs, exporters and innovators; sectoral support; inward 
investment; access to finance (e.g. Scottish Investment Bank) and grants; and 
responses to market failure. While some may question the priorities and 
deployment of resources by the enterprise networks, their purpose is fundamentally 
sound.  

 
34. CBI Scotland believes the focus ought to be on the outcomes of economic 

development agencies rather than their structures. If, as a result of this inquiry, a 
consensus was to emerge in favour of a different model for the enterprise networks, 
then the principles that should underpin any further reforms ought to include: 

 
§ The focus of enterprise agencies should be on sustainable economic growth 
§ They should be business driven and led 
§ They should be allowed a high degree of certainty over strategy, powers and 

resources and the ability to be flexible to changing business demands 
§ They should have sufficient scale and scope to be act to think and act strategically, 

with minimal fragmentation of effort and structures 
 

35. In terms of comparisons with elsewhere, CBI members9

 
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? 

 

 in England have voiced 
some concern over the current plans to replace the Regional Development 
Agencies with Local Enterprise Partnerships. Whilst not wedded to any particular 
structure or titles, CBI members south of the border have questioned the likely 
effectiveness of the proposed new arrangements.  

36. We remain to be convinced that a merger of SE and HIE would be desirable, as it 
might require legislation and prove costly, particularly if their differing remits and 
obligations cannot be reconciled. A more immediate opportunity might be to merge 
or contract-out any ‘back office’ functions that have not already been done.  

 
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? 

 

                                                            
8 Recent Scottish Government figures suggest that fewer major planning applications than previously are being dealt with within the target four 
month period – Scotland on Sunday newspaper, p1 business section, 22 August 2010.  
9 CBI written submission to Westminster’s BIS Select Committee inquiry into Local Enterprise Partnerships, Aug 2010.  



37. Given the limited resources available, it is right that public monies spent should go 
on those activities which will deliver the biggest return. Dilution of resource risks 
providing too little to too wide a range of firms and projects.  

 
38. The main focus should remain those companies and sectors which are most likely 

to grow significantly, including those competitive internationally and which have 
genuine and sizeable export potential. Scotland is fortunate in having a modest crop 
of headquartered firms with a turnover in excess of £100m. However many more 
are required if we are to see a step change in our export and economic 
performance, and in generating wealth and jobs in ancillary firms.  

 
39. Additional monies can often be leveraged in from private or other partnership 

sources. The use of £3.4m10

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

 

 of EU Social Fund monies to expand the number of 
smaller firms with access to export support will hopefully prove an effective means 
of adding value and encouraging more firms to think about exporting.  

40. The nature of the interventions undertaken by the enterprise networks will evolve 
and change over time based on past experience of what works and what does not, 
and the methodologies used to appraise their effectiveness should similarly evolve 
and be transparent, whether they be customer feedback or more detailed 
econometric analysis.  

 
CBI Scotland 
September 2010 
 
 
 
 
 

                                                            
10 Scottish Government press release ‘Drive to increase exports’, 30 December 2009 


