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ENTERPRISE AND CULTURE COMMITTEE 
 

11th Meeting, 2005 (Session 2) 
 

Tuesday, 10th May 2005 
 
The Committee will meet at 2 pm in Committee Room 2.  

1. Subordinate Legislation: the Committee will consider the following negative 
instrument—  

The Education (Student Fees and Support) Temporary Protection (Scotland) 
Amendment Regulations (SSI 2005/217).  

2. Inquiry into business growth: the Committee will take evidence from— 
 
Carol Craig, Chief Executive, Centre for Confidence and Well-being, 
Professor Sara Carter, Hunter Centre for Entrepreneurship, University of 
Strathclyde, and Agnes Samuel, Chief Executive, Glasgow Opportunities 
Enterprise Trust,  
 

on developing a business culture; 
 
Pupils and staff of Berwickshire High School and All Saints RC High School 
Glasgow 
 

on entrepreneurship in schools; 
 
Bill Fleming, Chair, Glasgow Opportunities Enterprise Trust 
 

on innovation and risk-taking. 

3. Inquiry into business growth: the Committee will consider the criteria for 
selection of proposals for fact-finding visits. 

4. Impact of broadcasting reviews: the Committee will consider a paper from the 
clerk. 

5. Annual report: the Committee will consider its annual report for the 
parliamentary year 7 May 2004 to 6 May 2005. 

 

Stephen Imrie  
Clerk to the Committee  

Ext. 0131 348 5207 
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Scottish Executive Enterprise and Lifelong Learning Research 
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Note by the clerk 
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Enterprise and Culture Committee 
 

Meeting 10 May 2005 
 

Subordinate Legislation 
 
Introduction 
 
The following instrument was laid before the Parliament on 15th April 2005 
and is attached at Annexe A: 

 
the Education (Student Fees and Support) Temporary Protection 
(Scotland) Amendment Regulations, (SSI/2005/217) 

 
Purpose of instrument 
 
These Regulations amend existing secondary legislation in relation to student 
fees and support to fulfil certain requirements of Council of the European 
Union Directive 2001/55/EC on minimum standards for giving temporary 
protection in the event of a mass influx of displaced persons into the 
European Union where such persons cannot return to their country of origin.  
 
These Regulations are a negative instrument, which is subject to annulment 
by way of a resolution of the Parliament. This instrument came into force on 7 
May 2005. Today’s meeting is the first opportunity for the Committee to have 
considered this instrument. 
 
Subordinate Legislation Committee report 
 
The Subordinate Legislation Committee considered the Education (Student 
Fees and Support) Temporary Protection (Scotland) Amendment Regulations, 
(SSI/2005/217) at its meeting on 26th April 2005.  
 
The Subordinate Legislation Committee had no recommendations to make to 
the Parliament on this instrument. 
 
Recommendation 
 
The Committee is invited to consider any issues that it wishes to raise in 
reporting to the Parliament on this instrument. 
 
Stephen Imrie 
Clerk 
5 May 2005   
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Enterprise and Culture Committee 

Inquiry into business growth  

Summary of responses 

Forty-seven responses to the call for written evidence have been received as 
at 3 May 2005. Many of the submissions have a specific sectoral or 
geographic focus. Quotations are taken most frequently from those which 
attempted to answer the questions posed in the call for evidence from a broad 
Scottish perspective.   
 
Why is business growth in Scotland lower than elsewhere? 
 
There is no shortage of views on why business growth in Scotland is lower 
than elsewhere in the UK or the developed world although hard evidence in 
support of how a particular factor causes lower business growth is less 
plentiful.  Reasons given and supported by comment or evidence, or in some 
way worthy of consideration are— 
 

• Lack of an entrepreneurial culture and entrepreneurial skills “Firms that 
grow must first have a management team that wants the firm to grow.”  
(Scottish Council for Development and Industry) 
 
“Much of the difficulty the Scots have with setting up business 
emanates from…. – a general lack of confidence, a fear of failure, a 
fear of success, ambivalence about money, an over concern with 
others’ views.  But just as important is the fact that Scottish culture as a 
whole is ambivalent about wealth creation.”  (SCDI quoting Dr Carol 
Craig) 
 
However it is also acknowledged that “The culture has changed 
markedly, not only is success now celebrated but failure is coming to 
be recognised as something to be learned from and has less of a 
stigma attached to it.”  (The Entrepreneurial Exchange) 
 
“The Scots’ propensity towards egalitarianism and collectivism are 
blamed for business growth being lower than other parts of the UK. 
Suffice to say, the STUC is not attracted by these arguments and 
believes the answers are probably more prosaic.” (STUC)  
 

• Regulation/red tape “Scotland suffers from over governance.” (East 
Renfrewshire Chamber of Trade and Commerce). 

 
“Regulation is a constant cause of concern to the business 
community.”  (Federation of Small Businesses in Scotland) 
 
“..there is a growing burden of regulation especially in regard to 
goldplating”  (SCDI) 
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• High taxes/size of the public sector  “Scotland’s rate poundage, at 10% 
above the rate in England, puts Scotland at a competitive 
disadvantage” (CBI Scotland).   
 
“..non domestic rates have a significantly greater impact on smaller 
businesses than on larger businesses” (Federation of Small 
Businesses in Scotland). 
 
“(The) increase in public sector spending is not sustainable and risks 
crowding out private sector growth” (CBI Scotland) 
 
However it was also acknowledged that “the overall business tax 
burden seems to compare well with our competitors” (SCDI)     

 
• Planning rules “Many architects have been encountering delays in the 

planning process, yet do not feel that the delays are adding value to 
the quality of the end product” (Royal Incorporation of Architects in 
Scotland).    

 
• Infrastructure constraints “The Federation has concerns about 

development constraints caused by inadequate water and waste water 
infrastructure.”   (Federation of Small Businesses in Scotland) 

 
“Only recently has the Executive begun to address Scotland’s transport 
needs after years of underinvestment.”  (CBI Scotland) 
 

• Lack of finance  “ expansion capital is now the bottle neck” (Scottish 
Technology Forum) 

 
• Lack of skilled staff  “Barriers to Growth reveals that over a third (37%) 

of businesses found it hard to recruit skilled staff in the previous year” 
(Federation of Small Businesses in Scotland). 
 
 “There is a very limited supply of people in Scotland with international 
marketing skills and experience” (Scottish Technology Forum).  

 
• Low innovation and spending on R&D  “Low levels of R&D are a 

particular problem in Scotland” (SCDI)  
 

As a counterweight to these views the STUC states “The Committee should 
not start from a too pessimistic position: there is a rising trend in business 
start-ups and an increasing number of Scottish businesses in total. As 
Professor Tom Devine amongst others has recently pointed out, Scotland is 
not doing too badly for a country that has undergone massive industrial and 
social change over the past 3 decades.”  
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The STUC also quotes Paul Krugman “You have to bear in mind that 
businesses talking about what they need are not exactly objective sources. So 
their views might need to be discounted, although never ignored1”. 
 
What are the challenges to stimulating long term sustainable business 
growth? 
 
Again there is no shortage of perceived challenges although respondents tend 
not to distinguish between potential barriers to stimulating long term 
sustainable business growth e.g. low skill levels, and challenges caused by 
low business growth e.g. loss of skilled workers.   Challenges referred to and 
supported by comment or evidence or otherwise worthy of further 
consideration are—          
 

• Global Competition “The Scottish economy has lost much of its 
manufacturing industry to low cost economies overseas and the 
potential exists for a similar process to gather momentum in the service 
sector. Although Scotland continues to attract large-scale inward 
investments (e.g. Dell 2005) it is reasonable to assume that this will be 
increasingly difficult over the coming years. A Smart, Successful 
Scotland is correct in aiming for the growth of indigenous businesses 
as the primary aim of the Scottish Executive’s economic development 
policy.”  (STUC) 

 
• Demographics “Scotland’s demographic problems are well rehearsed. 

The problems are exacerbated by the persistently high rates of 
economic inactivity particularly in west central Scotland2” (STUC)  

 
• Low skill levels “We are well aware of the increased numbers of people 

going on to further and higher education.  However, we feel strongly 
that the skills we need as a country are not being encouraged.  In 
addition we also feel that many of the schools are letting us down as 
after six years in secondary education there is still a significant number 
of people who have poor social skills, can’t read, write or count 
adequately.” (East Renfrewshire Chamber of Trade and Commerce) 
 
“Scotland’s skills development system is working well for the majority 
but poorly for a significant minority.” (STUC) 
 

• Productivity “labour market deregulation.. (has).. failed to close the UK 
and Scotland’s productivity with other major economies” (STUC) 

 
• Energy  “if action is not taken to replace soon to be lost generating 

capacity, concerns over future security of supply will start to affect 
business confidence and militate against investment” (STUC) 

                                            
1 Growth on the Periphery – Second Winds for Industrial Regions? Paul Krugman, Allander Series 
2 In September to November 2004 there were 636,000 working age people in Scotland were 
economically inactive, 183,000 of whom want to work. National Statistics, First release Scotland 
February 2005 
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How effective are current efforts and what can be done to increase their 
effectiveness?   
 
There are fewer suggestions in this area but the following observations may 
be worthy of further consideration— 
 

• “Of the businesses that wish to grow but are reluctant to do so, one 
area that may be of concern is the type of advice that is available to 
them or access to appropriate financial support. 

 
“SCDI has no evidence that that there is any need for additional 
support measures for companies, although the recently established 
Manufacturing Advisory Service is a welcome addition to the available 
measures and indicates that this needs to be regularly assessed.  
SCDI members have called for simplified access to support and for 
clarity of eligibility and decision making.  The nature of the support 
offered by existing agencies does need to be reviewed.” (SCDI) 

 
• “Tackling economic inactivity and suchlike is continually referred to 

pejoratively as ‘social inclusion’ which is contrasted with ‘pure 
economic development’. In the context of Scotland 2005 this false 
distinction just doesn’t make sense. The social justice element of 
Scottish Enterprise’s work is not there as a sop to our social 
conscience but as the foundations on which we can build a stronger 
economy.”  (STUC) 

 
• We need to make Scotland a place where people want to live and do 

business.  This means some investment/rate relief in our high streets 
and giving our towns and villages a new lease of life. (East 
Renfrewshire Chamber of Trade and Commerce) 

 
• We need to prepare people for the jobs that are available both today 

and in the foreseeable future. We need attitudinal change in schools 
and communities, where it becomes the norm for everyone to be 
working towards the greater good and personal and shared 
responsibilities are taken seriously.  We need to encourage excellence 
in all activities and that excellence needs to be rewarded. (East 
Renfrewshire Chamber of Trade and Commerce) 

 
What can we learn from other’s which is applicable to Scotland? 
 
There is an acknowledgement that we can and should learn from others but 
there are few specific examples of good practise being applied elsewhere 
which should be adapted for application in Scotland.  The most detailed 
response on this topic is from the STUC which emphasises the importance of 
partnership at work in Ireland’s economic success. 
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What should be our vision for the next decade and how do we deliver? 
 
Many suggestions are offered on what should be done to improve business 
growth in Scotland although it is recognised that some of these are already 
Executive policy and built into existing plans. The following may be worthy of 
further consideration— 
 

• Develop an entrepreneurial culture.  “We felt there was a need to 
encourage enterprise in schools, alongside a positive attitude to risk 
taking, making mistakes and creating learning opportunities from that 
experience.”  (East Renfrewshire Chamber of Trade and 
Commerce) 
 
“Empower those who have a passion for self improvement to learn the 
skills necessary to transform their dreams into reality.” (Sirolli Institute 
International) 
 
“One of the best actions that Scottish agencies could take to stimulate 
more interest in business development is to promote business not just 
as something which you can do to improve your own life but as 
something which has positive social benefits for the community.”  
(SCDI quoting Dr Carol Craig) 

 
• Focus on vocational education and training “Quality and fitness for 

purpose of Scottish education will play a major part in determining the 
quality of our economy and social cohesion in the decades to come.” 
(CBI Scotland) 

 
• Focus support on those businesses with the best growth prospects 

“The Executive.. must.. support the re-balancing of enterprise policy 
towards more tailored support for those growing businesses that will 
make a disproportionate positive difference to Scotland’s economy”  
(CBI Scotland)  

 
• Regulate better “UK and EU regulations must be negotiated to take into 

account Scottish needs and the Scottish Executive has a major role to 
play in this negotiation.”  (SCDI) 

 
“The Executive.. must.. support.. production of an annual report 
specifying in detail how the Executive has reduced regulatory burdens 
on Scottish businesses, and quantify the total cost of new and existing 
regulations on business”  (CBI Scotland)  

 
• Support innovation and investment in R&D “Research university push 

can be a powerful driver of regional development and the creation of 
R&D based industries.” (Royal Society of Edinburgh)   
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“the definition of R&D for tax purposes (is) not sufficiently wide to 
include much of the product development that is undertaken in smaller 
companies”  (SCDI) 
 
The Executive.. must.. support.. R&D and innovation and keep the 
related financial support under review” (CBI Scotland) 

 
• Improve communications.  “Complete the M74, M8, M80 and the 

Aberdeen Western Bypass (and) address the issue of the £1bn backlog 
of local road repairs” (CBI Scotland). 

 
“telecommunications infrastructure is a key factor in enabling economic 
competitiveness and sustainable business growth.  However, in order to 
remain so, the infrastructure must constantly be developed to keep 
pace with technological advances and, just as importantly, businesses 
need to be kept abreast of the capabilities of the technologies and 
services and how they can most effectively be utilised.  
 
“It is also vital that long-term planning facilitates the need for continuous 
development of the telecoms infrastructure – as well as sustainable 
business growth - requires low and stable (predictive) operational costs, 
simpler planning procedures, and a regulatory framework that, working 
towards the same objectives, enables competition, investment, and 
development.” (BT Scotland)  
 

• Improve the planning system.  “An effective land-use planning system 
is vital to the smooth deployment and redeployment of economic 
resources that is at the heart of a prosperous, innovative, open 
economy..  .. it is vital that the Scottish planning system works with the 
grain of the economy, facilitating economic growth and supply side 
investment and determining competing claims on land use speedily 
and with an understanding of the wider benefits of economic 
development as well as any costs. It is no surprise to us that the 1998 
McKinsey study on the UK’s productivity performance (an area where 
Scotland has trailed an under-performing UK) highlighted the UK 
planning system as one of the constraints preventing the UK from 
reaching US levels of productivity.”  (CBI Scotland) 

 
• Increase social partnership  “many Scottish businesses still exist in a 

‘low road’, low performance equilibrium: our institutional architecture 
enables and encourages firms to achieve competitive success by 
means of business strategies which emphasise competition on the 
basis of cost, not quality, with low investment in physical and human 
capital, and an approach to work organisation that emphasises 
command and control.”  (STUC) 

 
“ensure workers in Scotland feel valued and are suitably rewarded for 
their part in delivering a successful Scottish economy” (Amicus) 
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• Use public procurement to promote business growth in Scotland  
“Ensuring that more Scottish businesses are accessing the economic 
opportunities offered by public contracts has the potential to stimulate 
Scottish business growth”  (Federation of Small Businesses in 
Scotland) 

 
“achieving best practise in construction procurement and 
management.. would assist in the creation of a more sustainable 
operational environment for construction businesses and would also 
facilitate cost efficiency savings and help minimise the environmental 
impact of economic growth”(Heating and Ventilating Contractor’s 
Association) 

 
 
Jim Dewar 
Senior Researcher 
SPICe 
 



The Scottish Executive commissioned a study that would enhance the understanding of motivating factors and constraints
facing Scottish businesses in relation to R&D activity and would assist in tailoring support so that it is directly addressing
identified needs. The survey was based around a literature review, a large scale survey of companies, and case studies of
30 companies. It was decided not to limit the survey to companies undertaking R&D alone as one of the main purposes of
this study was to focus on the issues as they affect Scotland. The research was tailored to reflect the structure of the
Scottish economy and significant areas of activity. This meant it was appropriate to use a wider definition of R&D to include
innovative activity.

Main Findings
■ Seventy-six percent of companies in Scotland do some form of R&D.

■ The main characteristics of innovative companies are that they are under 11 years old, are in advanced manufacturing /
research & experimental development, and are in domestic ownership. Foreign owned manufacturers appear less likely to
locate their R&D in Scotland. They are generally involved in lower level product development. Thus it is important to locate
R&D near to production facilities. 

■ The main difficulties faced by those undertaking R&D include accessing external funds (88%), recruiting skilled staff (75%),
and financial risk (50%).

■ Fifteen percent of non-R&D companies have previous R&D experience. Eighty eight percent of non-R&D companies had never
been involved in R&D and three quarters have no intention of ever doing so. 

■ Small non-R&D companies could be encouraged into innovative behaviour with assistance.

■ Companies that see Scotland as a good R&D base are young companies, those who are involved in research and experimental
development and advanced manufacturing. 

■ Scotland is considered a good R&D location when there is an availability of local skills and where there is access to government
support.

■ There is a wealth of companies in Scotland either undertaking R&D or keen to do so. We have world class university
departments that support major clusters for example in biotechnology and electronics that spawn high level blue sky research
which has the potential to be a great asset to the Scottish economy.

Scottish Business Attitudes to Research, Development
and Innovation

DTZ Pieda Consulting

Enterprise and Lifelong Learning

Research Findings
No.20/2005



Companies doing R&D innovation
The main characteristics of innovative companies in the
study are:

Under 11 years in advanced manufacturing / research &
experimental development domestic ownership

Those companies undertaking R&D/ innovation at present
tend to be developing new products to increase their market
share. Most of these companies see R&D as vital to the
future business performance. The main difficulties faced
include:

Accessing external funds (88%)

Recruiting skilled staff (75%)

Financial risk (50%) 

Non-R&D companies
Fifteen percent of non-R&D companies have previous R&D
experience. Results suggest that that when a company has
taken the step to innovate once it is more likely to do so
again.

Eighty eight percent of non-R&D companies had never been
involved in R&D and three quarters have no intention of ever
doing so. The main reason for this was that the nature of
their product did not require expenditure on R&D.

There is a group of companies with no experience of R&D but
are open to becoming involved in the future. These
companies suggested the following as factors that might
encourage them to do so:

Government grants (75%)

Improved financial position of the company (75%)

Tax incentives (65%)

Recruitment of appropriate skills (60%)

Advice and training (55%)

This suggests that some non-R&D companies may be
persuaded to innovate if they are given advice and support
to both improve the financial position of the company and on
areas where innovation may prove profitable.

How can non-R&D companies be
encouraged into R&D and
innovative behaviour?
The survey results suggest that small non-R&D companies
could be encouraged into innovative behaviour by assistance
to:

Improve the performance of the business – through business
information and advice training – many non-R&D companies
appear not to have the expertise required to undertake

R&D / innovative behaviour marketing advice related to
research effort

How can R&D firms be
encouraged to spend more on
this activity?
Finance is a major constraint for many companies in
undertaking R&D. One quarter of small companies in the
survey suggested that they could benefit from loans,
information and encouragement to forge links with
universities. The case study companies with no previous links
with universities expressed an interest to do so.

There is potential for a directory of expertise and interest in
practical R&D / innovation within universities that small
companies could access in order to encourage them to
make a move towards forming links with academia.

Table 1 shows the level of R&D / innovative experience of
companies in both the survey and case studies and the
potential actions that could be taken improve the level of
innovative behaviour in Scotland. 

This study has shown that there is a wealth of companies in
Scotland either undertaking R&D or keen to do so. We have
world class university departments that support major
clusters for example in biotechnology and electronics that
spawn high level blue sky research which has the potential to
be a great asset to the Scottish economy. However, within
other companies, particularly in advanced manufacturing,
undertaking R&D and maintaining a competitive edge not
only keeps Scottish companies competitive but also retains
practical expertise in the country. If skilled workers are not
retained in this country then the potential for increasing R&D
is diminished.
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How can companies be
encouraged to locate their R&D
in Scotland?
Companies that see Scotland as a good location for R&D
are:

Those in research & experimental development and
advanced manufacturing young companies.

Where there is an availability of local skills (which can be a
consequence of successful clusters) access to government
support.

Scotland has a good science and technical workforce in
Scottish Enterprise’s priority high-tech clusters, such as
electronics and biotechnology. There are high quality
graduates and strong departments for collaboration within
the Scottish university sector. The Scottish Executive needs
to market the success of these clusters and of local skills.

Foreign owned manufacturers appear less likely to locate
their R&D in Scotland. These companies are generally
involved in lower level product development and suggest that
it is important to locate R&D near to production facilities. 
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Table 1

R&D Experience of Companies (survey and case studies) and the Prioritising of Assistance

R&D Experience Actions to Improve

No R&D experience / no future intentions Not a priority as for most the product / service does not require R&D /
innovation

No R&D Experience / open to future R&D Priority as by getting involved in R&D / innovation once there is a good 
chance they will do so again

Sporadic R&D
Many are traditional manufacturers

An action plan approach to R&D may be the best way forward for these 
companies

Companies need assistance to identify areas where R&D might be 
possible and profitable

Advice & Information on technical opportunities

Training

General support to improve the financial position of the business

Continuous R&D in Scotland Focus on young, small high growth companies

Business support

Financial support

Continuous R&D outwith Scotland Focus on key clusters

Market success and local skills
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This document (and other Research Findings and Reports) and information about social research in the Scottish
Executive may be viewed on the Internet at:

http://www.scotland.gov.uk/socialresearch

The site carries up-to-date information about social and policy research commissioned and published on behalf of
the Scottish Executive.  Subjects covered include transport, housing, social inclusion, rural affairs, children and
young people, education, social work, community care, local government, civil justice, crime and criminal justice,
regeneration, planning and women’s issues.  The site also allows access to information about the Scottish
Household Survey.
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Enterprise and Culture Committee 

11th Meeting 2004 

Impact of the broadcasting reviews 

 
Background 
 
1. At its meeting of 26 April, the Committee took evidence from senior 

representatives from the management of BBC Scotland, the relevant trades 
unions and from representatives of the Voice of the Listener and Viewer (VLV) 
regarding the various reviews being undertaken within the BBC.  Members also 
received written evidence on the review by the Office of Communications 
(Ofcom) into Public Sector Broadcasting (PSB). 

2. It was agreed that the clerk produce a paper summarising the discussions and 
inviting the Committee to consider its views and agree any further action. Such a 
paper has been drafted and is attached as Annexe A. 

3. The Committee agreed also to approach the Office of Communications to 
discuss the impact of its review into Public Sector Broadcasting in more detail. A 
tentative date of 18 May has been arranged. 

Action 

4. The Committee is invited to: 

• consider the paper attached as Annexe A and make any necessary 
amendments 

• consider at today’s meeting whether any initial conclusions should be 
drawn prior to the meeting with Ofcom 

• agree a dissemination list and format of any the final paper (to be 
finalised following the meeting with Ofcom), which could include BBC 
Scotland, the three trades unions, the VLV and the Minister for 
Tourism, Culture and Sport 

• consider whether to keep the issue of broadcasting reviews – both 
within the BBC and Ofcom – under review over the coming months and 
invite the Convener to return to the issue as part of a future meeting if 
necessary  

 
Stephen Imrie 
Clerk to the Committee 
3 May 2005 
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ANNEXE A 
 
SUMMARY PAPER – IMPACT OF BROADCASTING REVIEWS 
 
Background 
 
Two sets of reviews are currently being undertaken which have the potential to have 
far reaching consequences for broadcasting in Scotland as well as having wider 
implications for Scottish culture and the development of indigenous creative 
industries. 
 
First, BBC Scotland is contributing to four ongoing reviews launched by the BBC as 
part of the wider review of its Charter: a value for money review; commercial review; 
content supply review and an ‘out of London’ review. 
 
As part of these reviews, in December 2004, the BBC’s Director General, Mark 
Thompson, announced plans to streamline the BBC by setting an annual target of 
£320 million worth of savings across the Corporation within 3 years. Savings were 
proposed to be made through an initial estimate of removing 2,900 jobs from the 
BBC’s workforce of 28,000 and also through new ways of working, productivity 
gains, new technology and efficiencies and overhead cuts. The money saved is to be 
reinvested in programme making and new services. However, in March 2005, Mark 
Thompson proposed an additional increase in the BBC annual savings target to 
£355m a year, resulting in 3,780 posts being removed from the BBC’s workforce. 
 
In Scotland, Ken MacQuarrie, BBC Controller for Scotland, announced on 21 March 
2005 the streamlining of BBC Scotland. There is currently 1419 staff employed at 
BBC Scotland. Of these, 1223 are based in Glasgow, 80 in Edinburgh and the rest in 
sites across Scotland. Proposed job losses for BBC Scotland total 195 over the next 
three years, subject to consultation with trades unions. This represents 13.5% of 
BBC Scotland’s content, output and local staff of 1300 excluding professional 
services. The planned phasing of these job losses will be 91 in the first year, 30 in 
the second year and 55 in the third year.  These figures, however, are disputed. The 
National Union of Journalists (NUJ) contends that the final number of job cuts is 
likely to increase to between 230-240 rather than the 195 proposed by BBC 
Scotland. 
 
The second review is that of the Office of Communications into Public Sector 
Broadcasting (PSB). Ofcom’s intention is to result in a structure which, in a digital 
age, delivers an enduring and pluralist system of PSB, with a variety of providers. 
The PSB review is considering a number of issues of substantial interest to the 
Scottish public, including: proposals for the Scottish, Grampian and Border licence 
areas; Network Production; Gaelic Broadcasting, and Local Television. 
 
Both the BBC’s reviews and that of Ofcom have the potential to make far reaching 
changes to broadcasting in Scotland. They will also affect the structure and size of 
the broadcasting sector in Scotland, not least of which is the make-up of BBC 
Scotland, the size of its workforce and the ways in which its programmes are made, 
and the scheduling of programmes for Scottish audiences. 
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Some of these matters are areas where it is not appropriate for a parliamentary 
committee to make recommendations, for example, as to which specific posts within 
BBC Scotland should be cut, or the issue of broadcasting more generally which is 
primarily reserved. 
 
However, such reviews will have an impact on culture in Scotland, as broadcasting is 
a key medium that both reflects and defines our culture and will have implications for 
the sustainability of indigenous creative industries. Both of these are legitimate areas 
of concern and fall within the remit of the Committee. 
 
The following section sets out some of the key issues that the Committee has 
considered as part of its investigation into the impact of the various broadcasting 
reviews by BBC Scotland and by Ofcom. 
 
Key issues 
 
Potential impact on quality of programming and output 
 
During the meeting on 26 April, one of the main issues explored was the question of 
whether a reduction in the number of employees within BBC Scotland and the 
planned changes to the way the corporation makes its programmes would lead to a 
diminution in ‘quality’. ‘Quality’ can be considered from the perspective of both 
‘technical quality’ and the harder to define ‘quality of programmes’. 
 
BBC Scotland’s management stressed that in their view, the proposed changes to 
staffing levels and production processes would not lead to any reduction in quality. 
Ken MacQuarrie stated: 
 

“I am guaranteeing absolutely that we will maintain the quality of BBC 
Scotland's output. My ambition is to increase the range and the depth of 
that output.” (Official Report, 26 April 2005, Col 1755) 

 
This was disputed by both the trades unions and the Voice of the Listener and 
Viewer. The former considered that it was inconceivable that quality could be 
maintained if following reductions, “80 per cent of the staff [had to] do 100 per cent of 
the work” (Official Report, 26 April 2005, Col 1771). Trades unions also disputed 
whether a move to new technology – Personal Digital Production (PDP) – would, 
particularly for news coverage, maintain or increase the quality of output both 
technically and in terms of content. 
 
BBC Scotland’s managers stressed that adequate training would be provided for 
staff in terms of any new production processes to be followed or any new technology 
to be introduced. They also maintained that such technology would be introduced on 
a pilot basis and on an “off air basis”.  A cautious approach to PDP in particular was 
to be adopted.  BBC’s Scotland’s managers were keen to stress that the largely 
unsuccessful use of PDP in organisations such as ITN and Sky may have been a 
result of differing approaches to production and news gathering. 
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QUESTIONS: Does the Committee consider that there are sufficient guarantees that 
both technical and programme quality can be maintained and indeed increased 
following any changes within BBC Scotland?  Does the Committee consider that a 
pilot approach is appropriate for PDP or should further analysis be made of the use 
of this technology in other organisations?  Does the Committee have a view on how 
changes in ‘quality’ can be measured and monitored? 
  
Implications for Scotland’s creative industries, sustaining a ‘critical mass’, the role of 
the independent sector 
 
Planned reductions in staffing levels within BBC Scotland of 195 posts over three 
years are significant. In evidence to the Committee, BBC Scotland suggest that as a 
result of the reinvestment of the savings made, “more journalists will be employed by 
BBC Scotland at the end of the three years than are employed at the moment” 
(Official Report, 26 April 2005, Col 1750).  The trades unions contend that the initial 
reduction in posts will affect the viability of this sector in Scotland and that it is likely 
that the employees affected would move away in their search for alternative 
employment. 
 
Equally important as an issue is the proposal as part of the Content Supply Review 
to increase the percentage of programmes aired by BBC Scotland that have been 
made by independent producers. BBC managers propose that there should be an 
increase from the current 25% to a level of 50% in the volume of the BBC’s (non 
news) TV output that must be provided by independent producers. It is proposed that 
the in-house production capacity for the BBC will decrease from over 70% to 60% 
overall. BBC Scotland’s managers contest that this proposal will, “deliver the best 
programming, ensure cultural representation and build a strong industry in Scotland” 
(Official Report, 26 April 2005, Col 1770). 
 
Under the proposals being put forward by Ofcom as part of its review, it plans to 
increase ITV1’s quota for network production outside London to 50% of total 
originated hours and 50% of spend, from 2005. This represents a significant 
increase in spend outside London over 2004. Ofcom estimates ITV plc will need to 
move £17 million of production out of London in 2005 to meet the new target.  In 
addition, Ofcom has been consulting with the broadcasters to introduce new, more 
inclusive definitions of production to which the out-of-London quota applies. These 
new definitions will take effect from 1 January 2006 and it estimates that they will 
result in more than £40 million of production moving outside London in 2006 in order 
for ITV1 to meet its new quota.  Ofcom hopes and expects that these measures will 
benefit TV production in Scotland. 
 
In order to support its out of London objectives, ITV plc is proposing to introduce a 
ring-fenced fund, available to producers outside London but excluding established 
ITV plc network production centres.  Ofcom hopes that new-to-network producers 
from Scotland will benefit from this £9 million fund. 
 
According to figures provided by SPICe, the independent sector is currently 
dominated by production companies based out with Scotland and that only 3 
Scottish Companies made it into the Broadcast magazine survey of the top 150 
independent TV production companies. BBC Scotland’s managers, however, 
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indicated that on occasions they had commissioned from up to 40 such companies in 
the past and agreed to provide further information to the Committee on such matters.  
 
It remains to be seen whether current or newly formed indigenous companies based 
exclusively or primarily in Scotland will be able to compete for this work or whether 
the contracts will be awarded to companies based elsewhere, to the detriment of the 
wider sector in Scotland over the longer term. Interesting, in its written submission, 
Scottish Media Group considers that its production company should be classified as 
an independent producer for programmes commissioned by UK broadcasters. 
 
Finally, it was reported to the Committee that the BBC has long since been regarded 
as one of the main providers of high-quality, bespoke training for those involved in 
broadcasting, both as journalists and technical or ancillary staff. As part of the 
reforms proposed, it has been suggested that the level of training may be 
diminished, that budgets could be cut or at least that such training would no longer 
be provided ‘in-house’. BBC Scotland’s managers dispute these concerns but do 
propose that some of the training work be outsourced because BBC Scotland will be, 
“capitalising on commercial providers who can do a better job because they do it 
more regularly” (Official Report, 26 April 2005, Col 1760ff). 
 
The issues of a reduction in the number of employees in BBC Scotland, an 
increased quota for non-news production by independent producers and a change to 
the training regime within the BBC can all lead to substantial implications for the 
future not just of broadcasting but more generally of the creative industries and 
Scottish culture in its broadest sense. The question is whether such changes will 
enhance the level of activity in these industries or reduce it. Would such proposals 
and those put forward as part of the Ofcom review, lead to a larger, more innovative 
and more sustainable set of creative industries in Scotland? Or would the changes 
result in the loss of a “critical mass” within the sector and its eventual demise? 
 
QUESTIONS:  Does the Committee consider that the proposals by BBC Scotland 
and by Ofcom will be of benefit to Scotland’s creative industries or result in a loss of 
a “critical mass”?  Does the Committee consider that steps could be taken to 
encourage recognition amongst a wider set of companies as to the need to invest in 
the training of staff and into organisations that can provide this? 
 
Defining a nation 
 
The content of programmes being broadcast in Scotland is a critical component in 
the projection of our culture. Some of the reforms being proposed by BBC Scotland 
and by Ofcom have the potential to have an impact on such matters. For example, in 
Ofcom’s review of Public Sector Broadcasting, great emphasis is given to the 
differing nations and regions across the UK. In its written evidence, Ofcom says that: 
 

“The distinct cultures, history and interests of Scotland, are unable to be 
fully reflected in UK-wide programming alone. They require a continued 
level of dedicated programming to ensure local audiences have adequate 
access to TV that reflects their own identities.”   
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As indicated above, BBC Scotland’s proposals could have substantial implications 
for the way in which programmes are made in Scotland, for the content of those 
programmes and, arguably, in terms of sustaining the creative industries in Scotland.  
 
According to Ofcom, ‘regional’ news is the clear priority, in all the regions and 
Nations, although many viewers would like the news to be more locally relevant than 
at present. Non-news regional programming is less of a priority; viewers are aware of 
its limitations, although some programmes have strong and loyal audiences and 
achieve respectable audience shares. 
 
This is not a view shared by VLV in its evidence to the Committee. Its 
representatives stated that: 
 

“We do not want a diminution of non-news regional programming—as is 
happening at the moment with Ofcom's dealings with the Scottish Media 
Group—leading to a diminution of the Scottish cultural and creative 
industries, the jobs within them and content that is about and for Scotland 
and which promotes Scotland to the rest of the world.” (Official Report, 26 
April 2005, Col 1790) 

 
In evidence to the Committee, BBC Scotland there will be no change in emphasis to 
programmes such as Reporting Scotland and that their proposals will enable a 
greater volume of local stories to be covered. 
 
QUESTIONS: Does the Committee wish to comment on the potential implications of 
the changes on Scottish culture and the projection of our values and heritage?  Does 
the Committee wish to comment specifically in relation to news coverage and 
whether a balance needs to be struck in the future to ensure any ‘localised’ news 
programme covers both national stories and local stories that are in the national 
interest? Does the Committee wish to make any comment in relation to non-news 
programming and the projection of Scottish culture through this medium? 
 
Regional broadcasting 
 
One of the BBC’s reviews is that of an ‘Out of London’ strategy. Similarly, BBC 
Scotland has an ‘Out of Glasgow’ strategy to encourage improvements in 
programme output from regional offices across Scotland. As a result of this, BBC 
Scotland aims to increase the proportion of content made outside of Glasgow, 
providing greater cultural, linguistic and social diversity in the voices and 
perspectives on all platforms.  According to its written evidence, BBC Scotland will 
enhance production centres such as Inverness and Aberdeen over the longer term 
and will assess the feasibility of relocating senior editorial posts outside Glasgow, in 
particular in the North. 
 
In relation to Ofcom’s review of Public Sector Broadcasting, its audience research 
has suggested that television coverage of news and issues within the viewers’ 
localities was highly valued, and not provided with a sufficient local focus by existing 
regional services.  It its view, digital switchover creates new possibilities for the 
development of local TV delivered to a high transmission standard via digital TV and 
broadband.  Ofcom plans to undertake further work on the potential for developing 
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local digital television services.  This work will include considering how local TV 
would be best delivered in a post-switchover world, an analysis of the commercial 
prospects for local TV post-switchover, not-for-profit models and more viewer 
research.  These proposals were supported in the submission made by Scottish 
Media Group (SMG) to the Committee. 
 
In addition, Ofcom is proposing the establishment of a Public Service Publisher 
(PSP) which would be publicly funded at an estimated level of £300m and charged 
with using new media to deliver high quality content.  Ofcom is considering options 
for how this PSP could be modelled but it is possible that it could support the 
development of local and community services in different parts of the UK including 
Scotland. 
 
QUESTION: Does the Committee wish to make any conclusions or comment in 
relation to the plans by both BBC Scotland and by Ofcom to encourage activity 
across Scotland and in particular whether any ‘Out of London’ or ‘Out of Glasgow’ 
will have the success envisaged? 
 
Gaelic Broadcasting 
 
The issue of Gaelic Broadcasting did not feature as a major element during the 
discussions and is not part of the Committee’s remit as such. Nevertheless, it was 
referred to during the meeting of the 26 April and in many of the written submissions, 
particularly those of Ofcom and Scottish Media Group. The issue highlighted is 
whether a dedicated Gaelic channel should be established, particularly following 
digital switchover and what kind of transitional arrangements and obligations should 
be made on companies such as Scottish Media Group prior to switchover. 
 
QUESTION: Does the Committee wish to make any comment on the issue of Gaelic 
Broadcasting and the provision of a dedicated channel? 
 
Value for money and impact on employees 
 
The final issue that was discussed during the deliberations on the proposed reforms 
is that of value for money and the impact that the proposals may have on the staff 
currently employed in organisations such as BBC Scotland. 
 
Clearly, from the discussions that took place at the Committee meeting and in terms 
of the actions that the broadcasting trades unions have taken at a UK-level, there is 
a substantial degree of discontent with what is being proposed. There is, as 
discussions at the Committee meeting highlighted, a question as to which elements, 
if any, of the current proposals are negotiable and to what degree could they be 
altered.  There are also issues as to whether the move to a different process for 
producing programmes, particularly news coverage, will impact on the welfare, 
health and safety of staff. 
 
The proposals put forward by BBC Scotland’s management stress that any savings 
made (estimated at £10 million) will be reinvested into local services. Additionally, 
Ken MacQuarrie stated that, “It is important that we as a management team listen to 
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and address concerns and work with the staff through the period of change” (Official 
Report, 26 April 2005, Col 1750). 
 
It is not clear how the program of reinvestment will be implemented, what number of 
posts will be created following reconfiguration of BBC Scotland and what terms and 
conditions will be attached to any new posts. It is also unclear whether any staff 
within BBC Scotland that lose their posts will be re-hired to fill newly created posts. 
 
QUESTIONS: Does the Committee wish to make any comment on the level of 
efficiency savings being proposed, the process of reinvestment, on the nature of the 
current negotiation/consultation etc., and on the eventual terms and conditions of 
new posts?  
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Enterprise and Culture Committee 
 

Draft Annual Report 7th May 2004 – 6th May 2005 
 
The Committee reports to the Parliament as follows— 

Introduction 

1. This year, the Enterprise and Culture Committee has undertaken scrutiny of 
a bill, completed four key inquiries and launched a further major inquiry that will be 
undertaken over the course of 2005. The Committee has also considered UK 
legislation under the Sewel convention, scrutinised a number of statutory 
instruments and held hearings on current affairs falling within its remit. 

Inquiries and reports 

Inquiry into Broadband in Scotland 
2. On 20 May 2005, the Committee published its 4th Report 2004: Report on 
Broadband in Scotland, following completion of a short inquiry into the roll-out of 
broadband services.  

3. The Committee recognised that the rate of growth in access to broadband 
since 2001 had been impressive and welcomed the Executive’s contribution to the 
widespread roll-out of high-speed internet access but called for the target to be 
increased to 100% coverage. 

4. The Committee was impressed by the work of local community groups in 
pressuring for broadband connections and concluded that policy must now focus 
on encouraging usage of broadband across the country and setting targets for that 
take-up.  

5. In relation to the Executive’s Pathfinder projects, set up in 2001 to use the 
power of the public purse to speed up access to broadband, the Committee noted 
with disappointment that, at the time of publishing this report, the projects were still 
only at the procurement stage. 

Inquiry into renewable energy in Scotland 
6. On 30 June 2004, the Committee published its 6th Report 2004: Renewable 
Energy in Scotland, calling on the Scottish Executive and the UK Government to 
develop a fully fledged Scottish energy policy to meet Scotland’s future energy 
needs. 
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7. The report’s main conclusion was that, potentially, renewable energy has a 
very bright future in Scotland. It can be a major contributor to our energy supplies, 
and it can help tackle global environmental problems. It can deliver some security 
for the future and it can deliver large numbers of jobs, with export potential. 
However, in order to do so, a more concerted effort from the Scottish Executive 
and the creation of a coherent Scottish energy policy are required. 

Inquiry into arts in the community 
8. The Committee’s 1st Report 2005: Report on Arts in the Community was 
published on 3 March 2005, calling for greater recognition of the benefits that 
community-based art projects can bring. 

9. The Committee considered that there had been a significant decline in 
funding for these projects which has been detrimental to those delivering them. 
The Committee's report set out a series of recommendations with the aim of 
greatly increasing public participation in and exposure to the arts. 

Inquiry into the restructuring of Scotland’s Tourism Industry 
10. Further to an interim report published in July 2004, the Committee’s 3rd 
Report 2005: Restructuring Scotland's Tourism Industry – Report on the Review of 
Area Tourist Boards was published on 8 March 2005. 

11. This report welcomed the merger of the Area Tourist Boards into a new 
network with VisitScotland but warned that lessons need to be learned from the 
initial phases of restructuring. The Committee agreed to monitor the progress of 
the new network over the coming years to ensure an early return on the 
investments made in this important industry.  

Bills 

12. The Committee undertook scrutiny of the Further and Higher Education 
(Scotland) Bill and published its stage 1 report on the bill on 20 December 2004. 
The Committee welcomed the introduction of the Bill, which proposed to merge the 
Higher Education Funding Council and the Scottish Further Education Funding 
Council, one of the key conclusions of the former Enterprise and Lifelong Learning 
Committee’s report into lifelong learning in Session 1. The Committee undertook 
stage 2 of the bill in February and March 2005 and the bill was passed by the 
Parliament on 20 April 2005. 

Subordinate Legislation 

13. During the year, the Committee consider 10 different statutory instruments, 
covering issues such as renewable energy, sports grounds and sporting events, 
and student loans. 

Petitions 

14. Also in this year, the Committee considered only one petition (PE 694), which 
was relevant to its broadband inquiry. 
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Innovation/Networks/Miscellaneous 

15. The Committee recognises that formal meetings held in Edinburgh to take 
evidence from witnesses are not the only way to hear views. During its inquiry into 
Arts in the Community, informal round-table sessions were arranged with 
practitioners, and members also visited Craigmillar Arts Centre to hear views in a 
more innovative and informal fashion. 

16. The Committee also pioneered a new Committee leaflet as part of its report 
into renewable energy in Scotland. The aim of this leaflet was to sum up the 
findings and conclusions of the inquiry to as to widen access for the public to 
participate in the parliamentary debate on the Committee’s report on 6th October 
2004. The leaflet proved very successful with several thousand copies being 
distributed by MSPs and parliamentary staff to interested members of the public.  

Meetings 

17. The Committee met 25 times from 7 May 2004 to 6 May 2005. Of these 
meetings, two were entirely in private and 12 were partly in private. Of the 14 
meetings where some or all items were in private, nine were to consider draft 
reports and others were to consider an adviser or other issues.   

18. All the formal committee meetings were held in Edinburgh. 


