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Expanded Remit of Local Authorities following the transfer of the Business 
Gateway 
 
 
Background 
1. The Business Gateway is the primary mechanism for engaging with and 

supporting SME businesses in Scotland. It operates through a national web 
service, call centre and a series of regional contractual arrangements.  Business 
Gateway provides a broad, basic level of business support.   
 

2. The Business Gateway transferred from Scottish Enterprise to Local Authorities in 
2008.  The City of Edinburgh Council has taken the role of Lead Authority in 
Edinburgh and Lothians.  At the same time, the Council undertook to restructure 
the Economic Development Service.  As a result, the council’s direct activities in 
the area of business support have increased. 
 

3. The Business Gateway contract is delivered in Edinburgh and the Lothians by a 
consortium, led by West Lothian Council, which includes East and Midlothian 
Councils, Edinburgh Chamber of Commerce, the Roberts Partnership and DHP 
Ltd.  The Business Gateway Lead Authority role is managed by the Enterprise 
and Innovation Service within the City of Edinburgh Council City Development 
Department, Economic Development Unit. 

 
 
Current service structure 
 
4. By design, the Business Gateway programme is pyramidal with one-to-many 

support at its base, a Growth Pipeline service and one-to-one account 
management services for high growth companies, mainly in targeted sectors: 
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Figure 1: Business Gateway Structure 



 

 
5. The vast majority of businesses supported through the lower two levels of 

Business Gateway are small to medium sized enterprises (SMEs).  There are 
16,000 enterprises In Edinburgh.  15,000 (some 94%) are SMEs which, together, 
employ 37% of the workforce in the city. 
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 Figure 2  Business size in Edinburgh       Figure 3  Employment by Business Size  
 
 
Developing Business Gateway in Edinburgh and responding in the downturn 
 
6. The Enterprise and Innovation Service has undertaken a review of the Business 

Gateway and has aligned other business services to provide an integrated service 
in Edinburgh.  This has been nominally labelled “Business Gateway Plus”.  
Additional “Plus” services include: 
• Edinburgh Business Loan Fund 
• Support for Social and Community Enterprise 
• Trader Association and City Village Retail Development 
• Community Based Small Business Incubation 
• Business Environmental Efficiency Support 
• Business and sectoral networking 
• Cultural and Creative Sector Business Development  

 
7. “Business Gateway Plus” has aimed to respond to the current economic downturn 

by providing more co-ordinated and joined-up services focusing on business 
survival including an increased range of business events on subjects such as 
credit control, marketing and diversification. 

 
Current business growth services 
 
8. Business Growth Services are, in the main, delivered through Scottish Enterprise 

Growth Pipeline and Account Managed Services: 
 

• Scottish Enterprise targets resources at areas of the economy that have been 
identified by the Scottish government as providing a potentially 
disproportionate positive contribution to Scotland’s GPR and economy.  
Certain sectors are therefore considered of greater importance.  However, it is 
important to note that Scottish Enterprise also has a number of account 
managed companies which are not from the key sectors. 

 
• Business Gateway advisers guide Growth Pipeline businesses through a 

Growth Action Plan.  The expectation is that such businesses will be referred 



 

for intensive Account Management within a year or so. These companies are 
assumed to be capable of  £400,000 growth in turnover. The businesses in the 
Growth Pipeline can access the same range of services which are available to 
Account Managed companies.  These services include intensive one-to-one 
support from sector specialists and access to Scottish Enterprise and Scottish 
Government investment growth funding; 

 
• Scottish Enterprise Account Management identifies companies with high 

growth potential and who are important to the regional and national economy. 
These companies receive individual support via a team of Account Managers. 
There are approximately 2,000 such companies in Scotland of which 180 are 
in Edinburgh and 320 in Edinburgh & Lothian. 
 

9. Most businesses in the pipeline or who have account management status are 
firms which are already relatively strong and already have significant growth 
plans.  This calls into question whether they are the companies which are in most 
need of the greatest level of support.  This is a debate that continues both at a 
Scottish and UK level.   

 
10. In reviewing the Business Gateway, a significant gap has been identified the 

provision of support for businesses with modest growth plans.  Because 
resources are targeted at high growth firms in priority sectors, the current offer 
results, by default, in the exclusion of a significant number of small and medium 
firms with the potential to grow at more modest levels.   

 
Identifying potential for growth  
 
11. Currently, Business Gateway seek to identify SMEs who qualify for the Growth 

Pipeline and Account Management services against the criteria laid out above.  
This has proved challenging in the current economic climate.  Anecdotal evidence 
points to a number of factors restricting company growth plans, including low 
confidence in the trading environment, a lack of credit, limitations in management 
skills and a focus on survival or entrenchment strategies. 
 

12. During 2008/09, only 164 companies in the City of Edinburgh were referred to the 
Growth Pipeline and only 117 companies were accepted.  This was 42% below 
target (200) out of a total potential pool of 16,000 companies.  47 firms referred to 
the Growth Pipeline, but not accepted have been offered further support but, due 
to the current contracting arrangements within Business Gateway, this has been 
limited to a single  “meet the adviser” session and continued access to the 
mainstream range of Business Gateway events.   
 

13. The Business Gateway website provides an on-line Growth Action Plan (GAP).  
During 2008/09, 705 businesses completed a GAP across Scotland.   These are 
picked up by Business Gateway National, filtered and forwarded to local teams 
who arrange follow up visits by advisers.  Currently there is no detailed analysis of 
GAPs in the Edinburgh and Lothians area and it is also not known how many 
have been completed, how many subsequently moved onto the Growth Pipeline 
and how many slipped through the net.  However, Edinburgh Council surmise that 



 

as Edinburgh and Lothians account for around 20% of Scottish business activity a 
fair estimate of the number of GAPs completed in Edinburgh is 140.   

 
Scoping out a new Business Growth coaching service 
 
14. The next stage of the Review of Business Services by Edinburgh Council will be 

to develop an implementation plan for an additional business growth service 
which will target 200 companies per year with growth potential.  These are 
companies that fail to meet the national criteria.  It is anticipated that the service 
will provide specialist advice on an ongoing basis, assisting enterprises to build 
capacity and subsequently achieve growth so as to be in a better position to be 
accepted on to the Growth Pipeline.  This is intended to fully complement the 
existing national and local services.   Companies capable of creating national or 
international markets but who are just under the current growth requirements for 
Scottish Enterprise will be targeted as a priority.  
 

15. The Review of Business Services will identify additional resource requirements 
and fully scope out a service that is effective and does not duplicate work of the 
mainstream Growth Pipeline and Account Managed services but indeed seeks to 
lower the rejection rate currently experienced in the city by providing preparatory 
and remedial support to those that seek to access Scottish Enterprise Services. 

 
Conclusions 
 
• The current system for supporting business growth does not reach the majority of 

SMEs.   
• There are substantial numbers of companies in the city that have growth plans 

but do not meet the Scottish Enterprise growth criteria.  By default, they are not 
receiving direct support and this may have the effect of dampening down the 
growth aspirations of all but the group of companies capable of very high growth.  
Further, this may have contributed to a lack of medium sized companies in the 
city.   

• Edinburgh companies seem unable to meet the criteria in large enough numbers 
and may therefore require intermediate support. 

• There is an opportunity through “Business Gateway Plus” to develop an 
enhanced service to complement Scottish Enterprise services by identifying and 
supporting firms with more modest but still significant growth plans. 

• At least 200 firms in the city of Edinburgh per year can be readily identified as 
having potential for “modest to high growth” with the potential to access national 
and international markets  

• The lack of current data on Growth Action Plans completed in Edinburgh is of 
some concern 

• Resources of around £300,000 would be required to provide a quality service to 
200 business per year 

 
 
Impact of the recession on Local Government finances 

 
 



 

16. The effects upon local authority finances are complex, combining short and longer 
term impacts, as well as being influenced by internal drivers to which service 
provision needs to be aligned and external drivers to which they must respond.  
The potential impact of public sector funding restraint will likely be the major 
external driver in the next few years.  The following discussion, however, is 
focussed upon the effects of current conditions on non-grant income sources and, 
while in some cases harder to isolate, cost pressures resulting from increased 
demand.   
 

17. It is worth emphasising that the effects upon local authorities are almost unique 
within the context of the wider economy.  Whereas in most cases organisations 
would expect to witness a reduction in demand during a time of economic 
downturn, in the case of councils the opposite phenomenon occurs.  As a result, 
increased demand is apparent in such areas as debt advice, housing, economic 
development and social care services.  To compound this position, the reduction 
in economic activity reduces the level of developers’ contributions available to 
finance accompanying infrastructural investment, as well as reducing levels of 
fees and charges income.  It is this need both to manage the generally 
unfavourable effects of the downturn on the organisation and yet simultaneously 
invest in the wider community to bolster resilience and, in due course, take 
advantage of recovery that is a key dilemma for councils, putting them in a 
particularly demanding position. 

 
Income pressures  
 
18. One of the most visible aspects of the recession has been the reduction in the 

volume of development activity which, as Scotland’s economic driver, has had a 
large impact upon Edinburgh.  Based upon the Council’s provisional outturn 
position for 2008/09, the following income shortfalls, all of which were either 
directly or indirectly related to the downturn, were apparent: 

 
• Loss of building warrant and property enquiry certificate income (totalling 

£900k); 
• Reduction in sponsorship income for festivals and other national events, 

which, given Edinburgh’s role on the national and international stage, has had 
a correspondingly larger impact than in most other authorities.  Edinburgh’s 
Winter Festivals (which includes the Hogmanay Street Party), for instance, 
incurred a deficit of £590k in 2008, in large part due to a cumulative reduction 
in commercial sponsorship;  

• Substantial downward pressure on Section 75 developers’ contributions 
with a knock-on, compounding impact on the ability to initiate infrastructural 
investment.  As an example, the business case for the Leith Docks project, 
currently put on hold due to economic conditions, includes total developers’ 
contributions of over £100 million;  

• Reduced economic regeneration (in Craigmillar and at the Waterfront) and 
level of return from the Council’s arm’s length development and other 
companies, themselves affected by reduced economic activity and property 
values;  

• With effect from the latter half of 2008/09, a substantial reduction in interest 
accruing on cash deposits;  



 

• An overall income shortfall against budget within the capital account of £25 
million, mainly due to a much-reduced level of property and land sales. 

 
19. The longer the recession continues, there are possible additional pressures 

resulting from higher levels of unpaid Council Tax and other sums due to the 
Council.  Proactive actions have, however, been taken in this area to mitigate the 
impact.   
 

20. These income shortfalls not only affect the Council’s short-term financial position; 
they have longer-lasting impacts in reducing the level of resources available to 
invest in infrastructure that will ultimately enhance the ability to drive forward 
recovery in Edinburgh and throughout Scotland.  The reduction in capital receipts 
and developers’ contributions, for example, has constrained the ability to invest in 
the Council’s overall property estate, including schools, community centres and 
cultural venues, as well as upgrading the city’s infrastructure.  Reductions in 
residential development have a particularly severe impact on the supply of new 
affordable housing and other infrastructure at a time when it is most required.  
 

21. This reduction in income has been, and continues to be, compounded by a 
number of expenditure-driven pressures such as the following:- 

 
• Above-inflationary increases in food and, particularly, energy costs (the 

Council’s electricity contract effective from August 2008, for example, 
witnessed a 70% cost increase relative to the out-going one);  

• Increased demand for benefits processing, debt advice and economic 
development-related services.  The Council’s Advice Shop experienced a 
20% overall increase in demand for its services in 2008/09.  In the first four 
months of financial year 2009/10, it has furthermore seen a 65% increase in 
the number of new customers relative to the equivalent period last year;  

• Increasing numbers of vulnerable children and adults at risk;  
• Higher levels of unemployment and lack of new development due to the 

downturn, increasing the incidence of homelessness and requirement for 
temporary accommodation and social and other rented housing;  

• Potential increase in benefit fraud, with an implication for service staffing and 
a possible impact on associated subsidy; 

• Upward pressure on the level of employer’s superannuation 
contributions stemming both from a decrease in pension fund valuations and 
increased longevity.   

 
22. These factors are also affected by other pressures attributable to changing 

demography and increasing complexity of service demand (within, for example, 
adult social care); these pressures are already placing significant calls upon 
Council services.   

 
 
Actions to assist local businesses during the current recession 
 
 



 

23. The City of Edinburgh Council set out an Economic Resilience Action Plan in 
October 2008 and since, have established the Economic Action Resilience 
Network (EARN) and led a local campaign “Building A Stronger Economy”: 

 
24. EARN is led by the City of Edinburgh Council Economic Development Service 

and key stakeholders in the city include: 
• Capital City Partnership 
• Scottish Enterprise 
• Skills Development Scotland 
• Jobcentre Plus 
• Edinburgh Universities and Colleges 
• NHS Lothian 
• Edinburgh Science Triangle 
• Essential Edinburgh  

 
25. The City of Edinburgh Council has committed £300,000 and The Capital City 

Partnership a further £200,000 in additional resource to provide additional 
economic resilience services.  
 

26. The main focus of EARN has been to join up existing services and advertise or 
publicise them under the one “Building a Stronger Economy” brand; and to 
identify gaps in provision for business and individuals effected by the recession. 
 

27. A number of new initiatives and additional services, funded or delivered by the 
City of Edinburgh Council have been put in place to assist businesses: 

 
Business Gateway 

• A change to the way small businesses are supported to reach VAT threshold 
turnover was introduced in order to provide more one-to-one advice.  An 
encouraging outcome is that VAT registration has risen in the first quarter of 
this year to 17.3% compared to 14.6% in 2008/09; 

• Events for existing businesses have included additional workshops on 
measures to deal with the recession.  These have proved popular with 
average attendances up by 30% 

Business Environmental Partnership 
• A programme delivering energy efficiency and waste reduction workshops 

and programmes for 100 SMEs 
Executive Skillsbank 

• A programme to match experienced executives and managers with 
businesses in and around Edinburgh who have growth plans, but need help in 
taking these plans forward.  (Aimed at Managers and Executives from the 
Finance Sector and related professions) 



 

Assistance to Target Retail Centres 
• Business development, regeneration and further support for traders and other 

businesses in Leith and West End  
Construction Capacity Building 

• Training and assistance to 20 construction companies to build their capacity to 
bid for sub contract work on large developments 

 
Wider Strategic Fit 
 
28. Despite the economic slowdown, the Economic Development Unit is making good 

progress towards its headline objectives within the three year Unit Plan (2008-
2011). 

 
29. It should be noted that rather than a separate strategy, EARN is integrated with 

the wider aims of the Economic Development Unit as a whole, which is of course, 
all about building a stronger economy. 

 
Objective Status 1/4/09-1/7/09 On target? 

1: Support £500m of new private sector 
investment into Edinburgh’s physical 
regeneration by 2012. 

£36.54m supported 
  Yes 

2. Support £100m of new commercial 
investment into Edinburgh by 2012. 

£15.42m supported  
 Yes 

3. Increase the GVA by domestic 
businesses by 1% p.a. above the 
average by 2012. 

Progress is being made on 
measuring this 

 
To be confirmed 

4. Increase visitor spend in the city by 
15% by 2012. 

Six of the eight local tourism 
indicators monitored have 

improved compared with the 
same period last year. Data is 

not yet available for ferry 
passenger numbers. 

 

To be confirmed in 
October 2009  

5. Bring 3,000 people with significant 
barriers to participation in the economy 
into sustainable employment, 
education or training by 2012. 

38  No  

6. Strengthen the connectivity of the 
city region nationally and 
internationally. 

Progress has been made to 
develop  economic cases for 

priority transport projects and to 
develop a method to measure 

connectivity  

Yes  

  
 


