
SUBMISSION FROM BUSINESS ENTERPRISE SCOTLAND 
 
1. Business Enterprise Scotland is the lead body in Scotland for Enterprise Trusts 
and also represents the interests of other bodies involved in the delivery of local 
economic development and specifically Business Gateway (BG). Nearly all of the 
current BG contracts in Scotland are delivered by BES members, although not all of 
our members are BG contractors.  
 
2. Enterprise Trusts were created in the severe economic circumstances of the 
1970’s and 80’s and were essentially a vehicle to weld the interests of both public 
and private sectors together on a local basis and provide a catalyst for agreement 
and action to improve economic performance. By their nature, Enterprise Trusts do 
not distribute any profits and reinvest any surplus funds in appropriate local projects. 
They also have a Board of Directors drawn primarily from the local business 
community. Therefore BES and its members have a particular interest in 
participating with the Scottish Government and the Economy, Energy and Tourism 
Committee in reviewing the current arrangements and recent reforms, we also have 
accumulated extensive experience of local economic development over the past 20 
years or so and hope to be able to inform and advise the Committee as it considers 
these important matters.  
 
3. As Scotland emerges from the most significant recession in recent history, there is 
an expectation and a focus on enterprise to be the mechanism by which we create 
economic growth.  Over the past twenty years, Government policy has pushed 
towards developing a more enterprising culture in Scotland.  The results of this are 
beginning to be seen as society is demonstrating enterprising traits.  Despite the 
speed of change, people are adapting more quickly and effectively, learning new 
skills, displaying confidence to innovate and be more at ease taking risks.  Our 
society is also becoming more entrepreneurial.   Recently the rise in business 
creation is almost completely due to an increase in the number of one person 
businesses.1  UK wide, 72% of businesses have no employees and 95% have fewer 
than 10 employees2 Currently over 2.5million business are based from home in the 
UK 3

4. Arguably, as the attractions of enterprise and entrepreneurship increase, the 
attractions of employment in large organisations reduce.  No longer do large 
corporations or public sector employers offer jobs for life, steady progression and a 
guaranteed pension.  The assimilation of the so called Generation Y into the 
economy brings new entrepreneurial motivations, a desire to work for a value based 
organisation which is environmentally aware and allows for their expectations of 
social interaction and networking.  The domination of employment by large 
organisations which has been a feature of society post the industrial revolution is no 
longer the norm.  The former head of the Confederation of British Industry (CBI), 
Lord Digby Jones, claims that small businesses alone will rescue the struggling UK 

 this would equate to 150,000 in Scotland or around 50% of SME’s. 
 

                                                 
1 www.scotland.gov.uk , Scottish Annual Business Statistics, Key Facts 2009 
2 BIS 2006 
3 Enterprise Nation 2010  



economy.” They are the only ones which create the wealth that can pay the taxes 
which can repay the public debt “4

· are an engine of innovation 

 
 
In this new economy, we recognise that SME’s; 
 

· the biggest creators of new jobs 
· better at moving people into employment from unemployment 
· employ more disabled people, females and older people  
· offer more flexible employment  
· treat people more fairly5

 
 
5. The BES response attached gives direct answers to the questions posed in the 
Committee’s “Call for Evidence”, however in summary; we hope that the Inquiry will 
recognise; 
 

 

· the importance of SME’s to the Scottish economy 
· the fundamental requirement for a single national service for SME support 

(including company growth) and start-up advice, which is delivered locally 
· the need for a structure/network of local partnerships, throughout Scotland 

which focus on economic development and ensure interpretation of national 
strategy 

· the importance of ensuring the clarity of role and purpose for the various 
agencies involved in economic development and the introduction of improved 
joint-working and administration arrangements. 

 
Q1.What impact has the rationalisation of the enterprise network and the abolition of 
the LEC’s had on the quality or effectiveness of the services delivered. 
 
A1. The impact of the reforms announced by the Cabinet Secretary in 2007 was 
significant and the implications are still evolving to some extent. Much time and effort 
has been spent in reorganising in response to these changes and the various 
partners and agencies involved are still coming to terms with some of the changes 
and revised working practices. 
 
While there are undoubtedly some good examples of improved local working 
between Local Authorities (LA’S) and BES members arising from the changes, there 
is no consistent model of engagement across Scotland and the significant 
differences of approach and attitude from area to area, has led to issues associated 
with differentiated services for client companies. It is not unreasonable for some LA’s 
to invest more in particular aspects of business support in their respective areas, but 
if this is not placed within an agreed context, the whole principle of a “national” 
service will be compromised causing confusion to both individuals and company 
clients and potentially create costly and damaging rivalries between Councils. 
                                                 
4 Digby Jones, speaking at the opening of BT’s Small Business Week 2009. 
5 ONS 2007 Labour Force Survey April-June 
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The reorganisation of Scottish Enterprise’s (SE) delivery model from a local one to a 
national or topic based approach, has definitely led to challenges in respect of 
“account management” and the relationships at a local level with Business Gateway 
(BG) contractors and other lead participants. Subsequent changes to SE’s working 
practices have taken little account of the existing BG contract arrangements and it is 
difficult to see how the best needs of the client companies have been considered in 
making these changes. 
 
Furthermore the abolition of the LEC network has removed an important mechanism 
where a range of stakeholders, and in particular the private sector, could engage in 
discussions to interpret national policy and agree local activity in response. 
 
In some areas, LA-led initiatives to establish “Partnership Forums” in various guises 
have been brought forward, but here again there is no consistent model and no 
agreed mechanism for such bodies feeding into the development of national 
strategy. While undoubtedly the former LEC network was expensive to maintain and 
less effective than it should have been, the subsequent changes have failed to 
address any of these important structural issues. 
 
Q2. 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? 

 
A2. The Business Gateway (BG) start-up service has progressed more or less 
satisfactorily without any significant changes. The external impact of the overall 
economic position has, of course changed some of the characteristics of the client 
group, but in overall terms interest has been heightened across all BG areas and the 
volume of clients progressing to start up has not decreased and may even be 
increasing according to our latest figures. If this service is to further develop and 
make a greater contribution to economic recovery in Scotland, we need to: 

· Increase access to lending options for would-be entrepreneurs 
· Improve links between schools and colleges and the BG service 
· Allocate clear responsibility for Enterprise Promotion in Scotland 

 
However, in terms of the service for existing businesses, the situation requires more 
careful examination. 
 
In positive terms, the recent changes have provided the basis for improved 
relationships between the relevant LA and BG contractor. In many instances this has 
helped to focus any LA resources on appropriate client projects more effectively. 
 
From a negative point of view however, the transfer of responsibilities has had a 
detrimental impact on the relationship between BG, dealing with SME clients and SE 
which retains account managed responsibilities for higher growth and more 
significant companies and Lead Local Authorities, who have management 
responsibility now for the BG budget. The process of getting acceptance for clients 
into the “pipeline” and subsequently into Direct Relationship Management by SE has 
been more complex and burdensome than anticipated. This has diverted valuable 
resources from supporting businesses and caused administrative delays and 



confusion for clients. With the development of a new approach to marketing SE’s 
products and services directly to the customer, there are even suggestions that SE is 
“competing” with BG, in pursuit of clients with growth prospects. 
 
This concern is fuelled by the change in attitude to the BG concept. Originally, it was 
intended that this “Gateway” would indeed be a portal through which all enquiries 
from businesses would be routed to simplify the process for clients. An Enquiry 
Fulfilment and Resource Service (EFRS) was established to handle and direct calls 
on behalf of BG. However the original model has changed and evolved over the past 
few years and while the EFRS continues to be the recipient of the majority of 
enquiries arising from BG marketing, its primary purpose now appears to be 
servicing the promotional objectives of Scottish Enterprise and its various functions 
and indeed BG referrals are simply the enquiries that SE does not want to deal with 
directly. To some extent, this approach has led to the alienation of some SME 
interests as suggested in question 3 below. Meanwhile, many enquiries continue to 
be generated on a local basis. 
 
Q3. 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? 

 
A3. It is difficult to comment on this question authoritively but there is a growing 
collection of anecdotal evidence which strongly suggests that some client companies 
who could benefit from advice and support services are falling outwith the present 
arrangements due to the specific criteria utilised for “account management” for SE 
and also the Business Gateway growth criteria within the present contract 
arrangements.  
 
Much effort has been invested by both the Local Authorities and the BG contractors 
in trying to modify the terms of the BG contract to widen the scope for client 
engagement, in recognition of the changing economic circumstances. However, this 
has been a slow process and is still constrained by the overall contractual 
requirements and the resources and finance available. 
 
One particular issue which requires attention concerns the criteria for “growth 
companies” i.e. those businesses which are the agreed primary targets for both 
Business Gateway and Scottish Enterprise services. Companies that meet the 
relevant criteria have greater access to advice, products and services. However 
these criteria take no account of those businesses in more remote rural areas, which 
have a disproportionate affect on their local economy. In some areas the “Local 
Discretionary Service” (LDS) will help BG support such companies, but SE’s account 
management criteria do not recognise this aspect and therefore companies who fall 
into this category will never be Direct Relationship Managed (DRM) by Scottish 
Enterprise. 
 
Q4. 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 this 
establishment of the strategic forum assisted in this regard?  



 
A4. There is no real evidence of clear alignment between the various agencies 
involved in supporting economic recovery. There are undoubtedly some good local 
examples of agencies working together, but there is no consistent regional or local 
model to ensure co-ordination and as a result there appears to be wildly varying 
experiences across Scotland. 
 
BES members have seen no impact from the establishment of the “strategic forum.” 
 
Q5. 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? 
 
A5.It is not easy to evaluate the contribution of the strengthening communities remit 
performed by HIE. What is clear is that there is merit in recognising the importance 
of this aspect of activity, within the economic regeneration context. The key to this 
being effective would appear to be a simple model of delivery, with clear 
responsibilities and leadership. 
 
Q6. 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? 
 
A6. BES members are not always directly involved in regeneration projects and 
therefore no comprehensive response is possible. Our general view is that there 
remains some confusion and a lack of progress generally. However it is not clear as 
to what impact the transfer of responsibilities has had on this. 
 
Q7. 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? 
 
A7. BES members have no knowledge of Regional Advisory Boards and no 
experience of whether they have satisfactorily provided links between local, regional 
and national delivery, or not. 
 
Q8. 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? 
 
A8. There has been little involvement with SDS by BES members. Clearly there is 
considerable scope for involvement, particularly in relation to support for SME’s and 
start up clients through the Business Gateway contract, however at the moment this 
is an area where the relationship is evolving and BES members report little activity in 
this regard and no real acknowledgement by SDS of their potential interaction with 
BG or the wider activities of Enterprise Trusts. There appeared to be much more 
productive links with Learn Direct Scotland. 
 



Q9. How will services be protected in light of any planned further restructuring 
exercise within Scottish Enterprise and/or Highlands and Islands Enterprise? 
 
A9. The inevitability of reducing budgets and further restructuring will undoubtedly 
threaten the effectiveness of service delivery. The key will be to: 
 

· Recognise what is important to business (in every study or evaluation of 
Business Gateway or other support services, it is the face to face advice that 
has consistently shown up as valued by the client). 

· Align not only policy and strategy, but operational delivery amongst the 
various parties and agencies involved. 

· Remove unnecessary administration and clarify lines of responsibility and 
reporting. 

· Restore a framework of local partnerships 
· Utilise existing budgets more effectively through better engagement with 

Enterprise Trusts and other local delivery organisations with established local 
contacts and knowledge 

 
Q10. 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? 
 
A10. The model for economic delivery in Scotland has, at various points over the last 
10 years, been the object of admiration from many of our European partners and 
others. The key to this high regard would appear to be clarity of purpose for all of the 
agencies and stakeholders involved. With the change in the functions and 
responsibilities of both SE and the LA’s some of this clarity has been adversely 
affected and the lack of a national mechanism to co-ordinate and align local effort on 
a consistent basis from all of those involved, including Skills Development Scotland, 
Job Centre and others, continues to dissipate effort and act as a drag on operational 
effectiveness. 
 
The present structure suggests that there is a National, Regional and Local 
dimension to the delivery of economic development in Scotland. BES’s members’ 
view is that this is not particularly well defined. We accept and embrace the 
principles of strategy being set at a national level and that most aspects of that 
strategy should be delivered at a local level. However, the medium for 
“interpretation” of national strategy at a local level varies between areas and in many 
instances changes in tone and flavour depending on the relevant Local Authorities 
commitment and approach to the issues in its area. This in itself need not be a 
problem, however it does lead to two specific issues; 

 
i) Differing approaches from area to area can dilute the whole concept of a national 

service, if they are not kept in context and “co-ordinated” by a central body. 
Despite efforts to carry out this function through COSLA, it is obvious that 
differences in approach are beginning to differentiate the service offer. While we 
would want to encourage Local Authorities to make additional money available to 
tackle problems specific to their area, we don’t want to return to a situation 
where LA areas are effectively competing against each other to attract good 
quality business and start up clients. 



 
ii) On the other side of the equation, the imposition of national 

characteristics/criteria for supporting business takes no account of the difference 
in nature between a rural LA and an urban one. Therefore while a small rural 
company may have a significant impact on its local economy, through creating 
one or two jobs, and increasing sales by a few thousand pounds, this will not be 
sufficient to register as a growth prospect under the present national 
arrangements. 

 
Therefore it is fundamentally important that this critical balance in the relationship 
between local and national aspects of delivery needs to be clarified and managed. 
 
Q11. Could services be delivered as effectively, with greater efficiency, by a single 
agency or some other structure with increased share services etc? Conversely, are a 
single  economic strategy and the SE account management model suitable for both 
Scotland and the Highlands and Islands? 
 
A.11 The search for improved efficiency and effectiveness should always be a top 
priority for government. Shared services will remain a legitimate tool in this regard 
and it is difficult to see why a single Scotland-wide agency would not be effective. 
Scotland is a small country with both urban and rural areas. The rural issues of the 
Highlands appear not to be significantly different from the rural areas of Lowland 
Scotland. However a simple reorganisation along these lines will not necessarily 
improve the impact of service delivery. 
 
Some years ago, Scottish Enterprise had considerably wider responsibilities for 
service delivery and the perception was that improvement would arise from 
reallocating some of these responsibilities e.g. Careers Scotland, the Training 
Agency and more recently the shift in responsibilities for the Business Gateway are 
notable examples. While some of these changes unquestionably made for improved 
focus in some areas, the overall effect was for the delivery of many important 
services to be slowed up, while management and administration adjusted to the new 
arrangements and in dissatisfaction with short term results led to further 
reorganisation e.g. Skills Development Scotland. Therefore, while investing more 
responsibilities and functions for business development in a single body, may prove 
advantageous, the danger is that it could become overly bureaucratic in its decision 
making and fail to engage effectively with the main client group. 
 
This does not mean that structural change won’t be required to provide more focus 
and energy on important aspects of the development of the economy, but such 
change should only be considered in the full understanding of how disruptive this 
may be in the short term and what objectives are being sought in the long term. 
 
Q12.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? 
 
 



A12. It is almost self evident that there needs to be a national agency for Scotland 
which looks at national issues and projects, but also looks internationally at how 
Scotland can improve its performance and competitiveness in the context of the 
global economy. However, given the particular interests of its members, BES 
believes that a publicly funded enterprise network should have a purpose to support 
the development of a more enterprising culture in Scotland for individuals, 
businesses and organisations, and that in order to fulfil that role, there should be 
specific service actions, delivered locally to; 
 

· Promote enterprise in schools and colleges 
· Provide an information service that supports and informs everyone interested 

in starting a business 
· Provide a start up advisory service to those individuals who are interested in 

starting a business or becoming self employed. 
· Provide training for potential entrepreneurs 
· Be able to harness all subsidies that are available to support people moving 

into self employment, TFW etc. 
· Offer a “differentiated” start up service to those who have prospects of faster 

and more significant growth. 
· Provide an advisory and support service to SME’s, incorporating the provision 

of information, advice and training in a context to improve all businesses 
performance and its impact on the local and national economy. 

 
Much of this is already the preserve of and included within services, provided by the 
Business Gateway and others, however improvements could be made by giving 
radical consideration to how the various participants in the network relate to each 
other and what mechanisms are necessary to ensure alignment and compatibility 
with national strategy. It is in this area that the BES membership is particularly well 
placed to add value by contributing local delivery network with Scotland-wide 
coverage which has a lengthy record of engagement with local companies and a 
corporate governance model, which is closely associated with local business 
interests. 
 
A13. Do the enterprise agencies methodologies for calculating the return on 
investment bear scrutiny? Which activities have been identified as delivering most 
return on investment? 
 
A13. BES members have no particular knowledge or expertise to assess or compare 
the methodologies used for calculating the return on investment, in public sector 
agencies. However the need for careful analysis when attributing or claiming 
success amongst the various publicly-funded bodies is required. Perhaps future 
corporate objectives should be more heavily directed towards outcomes rather than 
targets and show a requirement for evidence of partnership working and alignment 
with other agencies.  
 
Conclusion 
 
6. The move towards creating a single remodelled Scotland wide Enterprise Agency 
covering both Highland and Lowland Scotland seems reasonable. This agency 
should be focused on: 



 
· Sectoral Initiatives 
· Global Competiveness 
· Innovation 
· National Projects & Initiatives 
 
7. However in addition and in recognition of the importance of both new businesses 
and SME’s to the Scottish economy, there should be a strengthened service for Start 
Up advice and support for SME’s. This should be a development of the present 
Business Gateway service and be a valid public/private sector partnership, utilising 
existing networks and delivery arrangements. To be most effective it should address 
all SME requirements and therefore account management should be under the same 
management and administration. Therefore in summary the key services provided 
should be:  
 
· Lead responsibility for the development of an enterprise culture 
· Start up advisory service 
· Advisory and support service to SME’s in Scotland. 
 
8. It would be sensible for the support of the Social Enterprise sector, to be 
developed through this mechanism too, to take advantage of the established advice, 
training and development service for businesses, in this important related field.  
 
9. Strategy and policy should be set at a national level with full involvement with all 
stakeholders, and delivered at a local level, where local/regional partnership 
arrangements should be created to provide a basis to engage all relevant interests in 
each area and provide a conduit for interpretation of national policy on a local basis 
and input to the development of national strategy in the other direction. There should 
be scope for local discretion, but this should be within the context of a well defined 
national strategy which is “operationalised” for all publicly funded bodies and 
services. 
 
Business Enterprise Scotland 
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