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SUBMISSION FROM ROBERT CRAWFORD 
 
 The enduring challenge facing the Scottish economy is one of continuing under-
performance versus competitive nations and regions across the world. The issue is this: 
does the evidence suggest that we are getting better at competing globally?  The 
answer is ‘no’ on almost any set of criteria one cares to apply.  What then do we do 
about it? This more than the structural form of enterprise support is the key question. 
Agencies may be doing well in the spheres they are tasked to operate in but the point is 
this: are these interventions likely to transform our growth rates and international 
competitiveness? The evidence after many years of effort is ‘no’. 
 
By itself structural change of Scotland’s economic development bodies however well 
intended will do nothing to address this failure.  In any event I suspect that they are 
good at what they do.  The problem is that they are probably doing the wrong thing 
given the nature of the challenges Scotland faces.  
 
This failure becomes manifest if we look at some of the laudable and challenging 
targets set by the Scottish Government in 2007 which called for inter-alia: matching the 
UK growth rate by 2011; productivity in the top OECD quartile by 2017; halving the gap 
in total R and D spend to EU average by 2011; and internally narrowing the gap 
between Scotland’s best and worst performing regions by 2017. 
 
Leaving aside the fact that two of these targets are so far into the future as to be pretty 
irrelevant, plus the negative impact that the recent recession has had on the growth 
rates thereby making the other two set for 2011 impossible to achieve. The sore truth is 
that these goals/targets were only ever going be achieved via a significant fall off in 
economic performance by our competitors not by our own efforts.  Why?  Well, mainly 
because without full fiscal control the Scottish Government and its agencies are left 
scrabbling at the margins of intervention using modest grant  and investment regimes, 
advisory services and inward investment to effect a seismic shift in the nation’s 
economic performance.  Good luck but just don’t hold your breath. 
 
Discussions on the structure of ‘enterprise agencies is interesting for those of us 
‘geekish’ about economic development matters, but frankly they miss the point. The 
great turnarounds in national economic performance have typically been achieved by a 
variety of different drivers including: major political change such as the break-up of the 
Soviet Union; or the decision by Deng Xiaoping to unleash China’s vast population 
resource to support mass manufacturing; or the discovery and exploitation of a major 
natural resource-think North Sea Oil; or more modestly and closer to home the decision 
by a country such as Ireland to use corporation tax as a weapon in the fight for mobile 
investment. 
 
Altering grant regimes and advisory services won’t effect major economic change.  If 
they were then this would have happened a long time ago.  Neither is giving intensive 
support to businesses however good the help not least because the best businesses 
quite frankly don’t need that sort of help. Mostly they need capital and great people.   
 
The structure of Scotland’s economic development support whilst important is a second 
order issue as compared to the ability of Government to vary taxes to enhance 
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competitiveness.  Moreover, the very modest and in real terms declining funds spent on 
economic development in Scotland whilst large in themselves are simply insufficient to 
reverse our perennially lagging economic growth rate. The real question is whether this 
cash could be used more purposefully ? In the absence of fiscal autonomy, the 
preferred route, I think there is an argument that it could be. 
 
One of the reasons cited for the abolition of the regional development agencies in 
England is that despite the vast sums spent by them over the years of their existence 
the ‘North’s’ growth rate continues to trail the ‘South’s’ with no material impact on GVA 
(whether or not things would have been worse without this support is quite another 
matter).  The same argument can be deployed about most of Scotland and it’s worse if 
we compare ourselves as we should to the best in the world. 
 
In my view, it is time to start applying some serious and radical thinking about what we 
do about this disappointing track record.  To begin with let’s remember what Einstein 
told us: 
 
‘The definition of stupidity is doing the same thing over and over again and expecting 
different results’. 
 
If we continue on the same path we will slip further and further behind the best 
performing regions and nations - and these days we are talking about Shanghai, 
Mumbai and Montreal not simply London and the South East.  Our best and brightest 
will as a consequence migrate to these areas of greatest opportunity both within the UK 
and overseas. Our nascent competitive industries such as digital content and life 
sciences will likewise fall behind as they lose both their brightest stars and capital.  This 
can’t go on. The biotechnology sector has long been viewed as a great opportunity for 
Scotland.  It employs 31,000 people across 600 companies but it is struggling to raise 
capital and at the moment it lacks the kind of scale to be globally competitive. 
 
So accepting that using approximately the same tools with or without re-arranging the 
furniture of economic development will not achieve sustained economic growth at the 
top end of the OECD performance we better start analysing in depth alternative 
approaches.  For my part I’m sure that fiscal independence is the single most vital 
component of change but I also accept that this is a matter of politics, albeit it could still 
be accommodated  within the U.K. if people want to preserve that link. 
 
I have come to the view that we need to move towards a far more commercial model of 
economic development intervention via the creation of an investment bank charged to 
both simultaneously stimulate and invest in opportunity in Scotland regardless of sector 
with the only target being a return in investment for the taxpayer which is then 
reinvested in further opportunity.  Whilst the ‘Bank’ would be run on commercial 
principles free of sectorial bias and able to decide on either equity or debt positions it 
should also be encouraged to take a longer term view of investment and to work closely 
with the investees in ways that for example that the traditional banks and venture 
capitalists certainly don’t . 
 
It should be staffed by investment professionals with a track record of success.  Funding 
would come from the existing enterprise budgets.  I believe that its initial budget should 
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be of the order of £300 million to be reviewed after three years. There is no need for this 
to be run on a regional basis as some have suggested. Scotland is not a large country 
and there is absolutely no point in ‘balkanising’ ourselves to meet a political agenda with 
all that implies for overhead and communication .The key drivers should be demand 
and opportunity ,not spatial accommodation. 
 
Last year Scottish Enterprise invested £32 million in 106 businesses stimulating £68 
million in private venture capital which is good, but with the best will in the world it will 
have virtually no impact on national economic growth. SE works intensively with 
businesses employing 250,000 out of a working age population of 3.2 million.The 
impact of this at the aggregate level is minimal regardless of how well the organisation 
performs. 
 
The ‘bank’ would also work closely with Scottish Development International to identify 
international investment opportunities with a potentially beneficial impact on Scotland up 
to and including relocating all of part of an overseas business to Scotland. 
 
The failure of Scotland to close the ‘growth’ gap with London and the South East (the 
latter by the way is year –on-year falling behind the best performing regions in the 
world) is not because of any lack of commitment or intelligence by the staff of the 
enterprise bodies, it is simply that the magnitude of the task is too great under existing 
conditions and that traditional economic development tools we’ve been deploying for 
decades have not worked. 
 
Our most impactful economic development spend has been on inward investment but 
even there we have failed to embed and grow over time as many of us had hoped 
would happen.  We have also had some modest success in traditional regeneration 
schemes such as in parts of Glasgow, Lanarkshire and Greenock.  But the latter are 
heavy users of capital in an era of capital investment scarcity and in any case the real 
challenge is the creation of fast growing businesses post the investment and that’s 
where we are falling down. 
 
This failure would be best addressed by a competitive corporate tax regime (which is 
why Ireland has just fought so hard with the IMF et al to retain it) but until such times as 
this happens we need to be honest and admit that things despite best efforts are not 
working and look not at structures but functions - with due respect to the committee.  
The issue is not with the performance of SE, HIE et al.  The issue is that they are being 
charged to carry out the wrong mission. 
 
As the world moves out of the recession competition for capital and talent the best 
businesses will be increasingly mobile in pursuit of both.  Scotland’s enterprise support 
needs to move with the times and learn the lessons of the past and ground its 
programmes in hard evidence. The truth is that we are not narrowing the growth gap 
with the best in the UK and are following further and further behind internationally.  If we 
don’t address this problem we will lose even more of our best and brightest and the 
cycle of decline will deepen. 
 
Robert Crawford 
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