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ENTERPRISE AND CULTURE COMMITTEE 
 

17th Meeting, 2005 (Session 2) 
 

Thursday, 8th September 2005 
 
The Committee will meet at 2 pm in Committee Room 1.  

1. Subordinate legislation: the Committee will consider the following negative 
instruments— 

The Edinburgh College of Art (Scotland) Order of Council 1995 
(Amendment) Order of Council 2005, (SSI 2005/313);  

The Student Loans (Information Requests, Maximum Threshold, 
Maximum Repayments Levels and Hardship Loans) (Scotland) 
Regulations 2005, (SSI 2005/314);  

The Education (Graduate Endowment, Student Fees and Support) 
(Scotland) Amendment Regulations 2005, (SSI 2005/341); 

The Education (Student Loans) Amendment (Scotland) Regulations 2005, 
(SSI 2005/345). 

2. St Andrew’s Day Bank Holiday (Scotland) Bill: the Committee will take 
evidence from— 

 
Fiona Moriarty, Director, Scottish Retail Consortium; Paul Jennings, Vice-
Chair, Association of Scottish Visitor Attractions, and Dave Moxham, 
Assistant Secretary, Scottish Trades Union Congress; 
 
Alan Mitchell, Head of Policy, CBI Scotland; Professor Charles Munn, 
Chief Executive, Chartered Institute of Bankers in Scotland, and Niall 
Stuart, Parliamentary Affairs Officer, FSB Scotland. 

3. Inquiry into EU state aids: the Committee will consider a revised draft of its 
proposed submission to the European Commission’s consultation. 

4. Work programme: the Committee will discuss an update of its latest work 
programme. 

 

Stephen Imrie  
Clerk to the Committee  

Ext. 0131 348 5207 
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Enterprise and Culture Committee 
 

Meeting 8 September 2005 
 

Note from the Clerk - Subordinate Legislation 
 
Introduction 
 
1. The following instrument was laid before the Parliament on 9th June 2005 

and is attached to the paper: 

The Edinburgh College of Art (Scotland) Order of Council 1995 
(Amendment) Order of Council 2005, (SSI 2005/313) 

 
This instrument is subject to negative procedure within 40 days.   
 

Purpose of instrument 
 

2. This Order amends the Edinburgh College of Art (Scotland) Order of 
Council 1995 to reflect that all employees, whether full- or part-time, 
should be eligible to vote and stand for election to serve on the Board of 
Governors and the Academic Council of the College.  
 

Subordinate Legislation Committee report 

3. The Subordinate Legislation Committee considered the Edinburgh College 
of Art (Scotland) Order of Council 1995 (Amendment) Order of Council 
2005, (SSI 2005/313) at its meeting on 21st June 2005. The Subordinate 
Legislation Committee had no comments to make on this instrument.  
 
 

4. The following instrument was laid before the Parliament on 8th June 2005 
and is attached to the paper: 

The Student Loans (Information Requests, Maximum Threshold, 
Maximum Repayments Levels and Hardship Loans) (Scotland) 
Regulations 2005, (SSI/2005/314) 

 
This instrument is subject to negative procedure within 40 days.  
 

Purpose of instrument 
 

5. These Regulations require the provision of information to the Scottish 
Ministers by borrowers of student loans and the imposition of penalties 
upon failure to do so, increase the earnings threshold for repayments and 
remove all provisions on hardship loans.  
 

Subordinate Legislation Committee report 

6. The Subordinate Legislation Committee considered the Student Loans 
(Information Requests, Maximum Threshold, Maximum Repayments 
Levels and Hardship Loans) (Scotland) Regulations 2005, (SSI/2005/314) 
at its meeting on 21st June 2005. The Subordinate Legislation Committee 
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wishes to draw the following to the attention of the Enterprise and Culture 
Committee.  

7. The Subordinate Legislation Committee asked the Executive why new 
regulations 11A to 11F are inserted into Part III of the Repayment of 
Student Loans (Scotland) Regulations 2000 (repayments by overseas 
residents), when they appear to apply to all borrowers, not only those who 
are resident overseas. 

8. The Executive has responded that the new provisions, which appear to 
apply to all borrowers, will only apply to overseas borrowers, because of a 
determination granted by Ministers that collections should be made by the 
Inland Revenue through self-assessment and pay as you earn. 

9. The Subordinate Legislation Committee believes that this position is 
not clear from the face of the Regulations, or without the detailed 
explanation given by the Executive, and draws the attention of the 
lead Committee and Parliament to the instrument on the grounds of 
defective drafting. 

10. The Executive was also asked in relation to new regulation 11F whether 
the time of serving a document is the time of posting or the time of 
delivery; and whether this provision is intended to have a different effect 
from the Interpretation Act 1978, section 7. 

11. The Executive has indicated that the reference to delivery is to delivery 
other than by post and that the term “delivered” in the context of the time 
of serving means when the document is handed over.  In relation to items 
sent by post section 7 of the Interpretation Act will apply. 

12. The Subordinate Legislation Committee considers that the meaning 
of “delivered” could have been set out on the face of the Regulations 
and draws the attention of the lead Committee and Parliament on the 
grounds that its meaning could be clearer. 

13. The Executive was also asked to explain the discrepancy whereby new 
regulation 11C(3) provides for a penalty of £100, but the explanatory note 
refers to a penalty of £108. 

14. The Executive has acknowledged the error and will seek to correct the 
version of the explanatory note on the HMSO website.  The Subordinate 
Legislation Committee draws the instrument to the attention of the 
Enterprise and Culture Committee and Parliament on the grounds of 
defective drafting of this provision. 

15. The Subordinate Legislation Committee also asked the Executive to 
explain whether the references to “paragraph 9(4)”, “sub-paragraph 
13(4)(a)” and “paragraph 13(1)” in regulations 4 and 5 should in fact be 
references to regulations. 

16. The Executive has acknowledged that this is a drafting error and that 
these are indeed references to regulations. The Subordinate Legislation 
Committee draws the instrument to the attention of the Enterprise 
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and Culture Committee and Parliament on the grounds of defective 
drafting of this provision, as acknowledged by the Executive. 

 
17. The following instrument was laid before the Parliament on 10th June 2005 

and is attached to the paper: 

The Education (Graduate Endowment, Student Fees and 
Support) (Scotland) Amendment Regulations 2005, 
(SSI/2005/341) 

This instrument is subject to negative procedure within 40 days. 
 

Purpose of instrument 
 

18. These Regulations create a new category of student eligible for support 
and liable for the graduate endowment. That category comprises nationals 
of a member state other than the United Kingdom and the children of such 
nationals who are ordinarily resident in Scotland and who have been 
ordinarily resident in the UK for three years.  

Subordinate Legislation Committee report 

19. The Subordinate Legislation Committee considered the Education 
(Graduate Endowment, Student Fees and Support) (Scotland) 
Amendment Regulations 2005, (SSI/2005/341) at its meeting on 28th June 
2005. The Subordinate Legislation Committee wishes to draw the following 
to the attention of the Enterprise Committee.  

20. The Executive was asked to explain the drafting of the definition of the 
“national of a member state of the European Community” in regulation 
2(2)(c) given that, first, the phrase is used only once in the Principal 
Regulations, and secondly, that although including the UK within its terms, 
when used in the body of the instrument it actually excludes the UK from 
its scope. 

21. The Executive has explained the purpose of adopting this definition is to 
achieve consistency with the 7 other sets of existing regulations which are 
similarly amended and which all contain this common definition of “national 
of a member state of the European Community”. It is also pointed out that 
there are definitions in existing Regulations which are used only once in 
the body of the instrument. The Executive argues that the meaning and 
use of the definition is clear. 

22. While the Subordinate Legislation Committee considers that consistency 
of drafting is to be encouraged where appropriate, it was not persuaded 
that it was helpful in this case having regard to the principal Regulations 
which were being amended. In particular, the Committee is of the view that 
the definition adopted does not give the clarity it would expect and that this 
may be confusing for the reader. 

23. The Subordinate Legislation Committee draws the attention of the 
Enterprise and Culture Committee and the Parliament to this 

 3



EC/S2/05/17/1 
 

instrument on the grounds of failure to follow proper drafting 
practice.  

24. The Subordinate Legislation Committee also asked the Executive for an 
explanation for the inclusion of the definition of “relevant day” in regulation 
2(2)(c) as this amendment already appears to have been achieved by 
regulation 2(2)(b) of SSI 2005/217. 

25. The Executive acknowledged this oversight and has undertaken to rectify 
the error at the next legislative opportunity. 

26. The Subordinate Legislation Committee draws the attention of the 
Enterprise and Culture Committee and Parliament to this instrument 
on the grounds of defective drafting. 

27. The Executive was also asked why the wording inserted by regulations 
4(2) and (3) into Schedules 1 and 2 to the principal Regulations does not, 
unlike the existing paragraphs of those schedules, make specific reference 
to “excepted student” and “excepted candidate” respectively. 

28. The Executive has acknowledged that the drafting in this respect is 
“ineffective” and will rectify this error at the earliest suitable opportunity.  

29. The Subordinate Legislation Committee draws the attention of the 
Enterprise and Culture Committee and Parliament to this instrument 
on the grounds of defective drafting.  

 
30. The following instrument was laid before the Parliament on 10th June 2005 

and is attached to the paper: 

The Education (Student Loans) Amendment (Scotland) 
Regulations 2005, (SSI/2005/345) 

This instrument is subject to negative procedure within 40 days. 
 

Purpose of instrument 
 

31. These Regulations increase the maximum amount under the Education 
(Student Loans) Act 1990, which may be lent to students in relation to an 
academic year. The increases are in line with inflation.  

Subordinate Legislation Committee report 

32. The Subordinate Legislation Committee considered Education (Student 
Loans) Amendment (Scotland) Regulations 2005, (SSI/2005/345) at its 
meeting on 21st June 2005. The Subordinate Legislation Committee had 
no comments to make on this instrument.  
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Recommendation 

 
33. The Committee is invited to consider any issues that it wishes to 

raise in reporting to the Parliament on these instruments. 
 
Stephen Imrie 
2 September 2005  
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Scottish Retail Consortium  
 

Submission to the Scottish Parliament Enterprise and Culture 
Committee’s on St Andrew’s Day Bank Holiday (Scotland) Bill 

 
 

 
The Scottish Retail Consortium (SRC) was launched in April 1999 as a retail 
trade association for the full range of retailers in Scotland, from the major high 
street retailers and supermarkets to a number of trade associations 
representing smaller retailers. As a sector, retailing in Scotland employs 
261,000 people (one in ten of the workforce) in 26,500 outlets across 
Scotland, and in 2003 Scottish retail turnover was £20.6 billion, accounting for 
13% of total Scottish turnover. 
 
The retail sector is key to the revitalisation and renewal of urban and rural 
communities across Scotland. The SRC's members provide a vital community 
service, a focus for physical regeneration, and sustained investment in people  
and places.  
 
The SRC’s parent association is the British Retail Consortium (BRC) based in 
London and Brussels. 
 
 
Bank holidays and the retail sector: 
 
The retail sector has long recognised the increasing value of bank holidays to 
the vitality of our business.  As shopping is now one of our most popular 
leisure activities, bank holidays are extremely important to the sector, as they 
are traditionally a day to engage in leisure activities including shopping. 
 
The retail sector is more competitive now than ever, with key events such as 
bank holidays gaining more and more relevance to the overall performance of 
a retailer.  The number of people not only inside a store, but actually buying 
products within a store, on a bank holiday is truly a reflection of the health of 
that retail business.  Bank holidays are established key focal dates in the retail 
calendar.  
 
 
The Scottish retail sector: 
 
Scotland’s retail sector has been growing at a faster rate than the sector south 
of the border for some time, with the UK as a whole experiencing decreases 
in retail sales in recent months.  However, the sector in Scotland is under 
extreme pressure with margins decreasing as consumers become 
increasingly bargain-conscious.  Any opportunities to grow the sector would 
be extremely welcome. 
 
 

Scottish Retail Consortium 
Page 1 of 4 
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Retail tourism: 
 
VisitScotland and the SRC have worked closely together to ensure that each 
can benefit from the other.  In fact, Philip Riddle, Chief Executive of 
VisitScotland said that their ‘research indicates the importance of retail to the 
overall experience of our visitors, with 61% of overseas tourists citing 
shopping as a main activity of a holiday to Scotland with almost half of UK 
visitors following suit’1.   
 
It is also important to note that Scotland benefits from international recognition 
of its produce, with 80% of foreign tourists buying either Scottish whisky or 
woollen goods during their holiday, and almost one in three buying Scottish 
fashion products.  
 
These facts indicate that with a joined-up approach by VisitScotland, retailers 
and other agencies, the potential for a St Andrew’s Day bank holiday to attract 
tourists from other countries would have massive benefits for retailers and for 
elements of the tourism industry. 
 
 
 
Estimated value of St Andrew’s Day Bank Holiday: 
 
Based on the assumption that such a bank holiday would fall on a Monday, it 
can be estimated that sales could be worth £88 million.   
 
                                                 
1 Scottish Retail Review, published by the SRC and Centre for Study of Retailing in Scotland, April 
2005 

Scottish Retail Consortium 
Page 2 of 4 
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Using the monthly data that is collected by the Scottish Retail 
Consortium/Royal Bank of Scotland Scottish Retail Sales Monitor, and 
knowledge of the patterns of shopping during the week, the usual Monday in 
Scotland experiences around £49 million worth of sales.   
 
Adding 2% for sales growth and inflation in 2004 to the Scottish Executive’s 
2003 figure for retail turnover gives an estimate of £21.0 bn sales in Scotland 
last year, equivalent to a weekly average of £404 mn. Then taking off a rough 
10% to exclude the boost from the busy weeks around Easter and Christmas 
gives a more representative figure for an ‘average’ week of about £364 mn. 
 
How this is spread across the days of the week can be gauged by footfall data 
(from SPSL) which show that last year 13.5% of a normal week’s sales in 
Scotland were on a Monday. So applying this to the weekly average of £364 
mn gives retail sales of £49 mn on a normal Monday. 
 
There is no overall rule for estimating the impact of a bank holiday on these 
sales, as it depends on the time of year and the type of retailer.  For instance, 
a DIY retailer could benefit from a 100% increase in sales on May Bank 
Holiday, but is less likely to experience this type of boost from a bank holiday 
late in the year.  However, department stores, high street retailers and fashion 
retailers would anticipate more of a boost from a bank holiday on St Andrew’s 
Day, with some reaching up to 80% increases.   
 
Adding an 80% increase to the usual Monday sales figure of £49 mn would 
give a possible total of sales on a St Andrew’s Day bank holiday of some £88 
mn.     
 
 
 
Retail Employees and Bank Holidays: 
 
There is currently no law regarding retail, or any other, employees requiring 
employers to grant a day off, or compensation for employees who do work on 
bank holidays.  
 
As such, there is no consistent approach that retailers take with regard to 
work on bank holidays.  It is an individual business decision taken by each 
retailer. 
 
Staff are required to work on a bank holiday if they would normally work on 
that day in an ordinary working week, unless their contract specifically states 
that they are entitled not to work on bank holidays.  However, due to traditions 
surrounding bank holidays, many employers do compensate staff who work 
on bank holidays, by offering extra pay such as time-and-a-half or double pay, 
and some may give time-off-in-lieu in addition or in place of this.   
 
Some companies may offer a rota system whereby staff will only work certain 
bank holidays which is negotiated with staff at the beginning of the year or in 
the period preceding individual bank holidays.  

Scottish Retail Consortium 
Page 3 of 4 
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A further approach that is taken by many employers is to offer a voluntary 
system, whereby staff are asked if they would like to volunteer to work on a 
bank holiday.  This allows members of staff who want to earn extra cash to do 
so, whilst giving others the chance to spend time at home if they choose to do 
so.   
 
 
Conclusion: 
 
In conclusion the majority of retailers feel that Bank Holidays are good for 
retail and believe that there is room for more public holidays in the calendar. 
The addition of a St Andrew’s Day Bank Holiday is an ideal opportunity to 
reflect upon and celebrate our national identity, whilst boosting Scottish retail 
and tourism.  
 
 

 

Scottish Retail Consortium 
Page 4 of 4 
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Submission from the Association of Scottish Visitor Attractions to the Enterprise and 
Culture Committee  
 
St Andrews Day Bank Holiday (Scotland) Bill 
 
The evidence compiled to date sets out a clear and compelling case for an additional 
Scottish bank holiday and at many levels. The case ‘FOR’ is further strengthened by the 
significance of the tourism industry to the Scottish economy, all £4bn of it. An additional 
bank holiday would encourage important growth to the sector and from an increasingly 
important segment, the domestic market. This sector is less vulnerable to changes in 
market dynamics than are other segments. This would also contribute to VisitScotlands 
ambitious target to grow tourism by 50% over the next 10 years.  
 
The extent to which any benefits are felt across the whole of the sector is likely to depend 
on the decision whether to fix the day at the 30th or have it on the nearest Friday or 
Monday. Having a longer weekend will encourage people to ‘travel’ and in doing so make 
use of accommodation, in addition to retail, restaurant and visitor attractions. Fixing the 
date at the 30th, other than when this falls on a Saturday or Sunday, will almost certainly 
restrict how mobile the public is prepared to be. 
 
Based on the experience of many tourism operators we know that bank holidays do have a 
major effect on the number of visits received by visitor attractions and, by association, on 
tourism more generally. The proximity to the October half-term could be a limiting factor in 
terms of just how much impact is felt, notably on the opportunity to take a short break, albeit 
there would still be a very beneficial effect on increasing footfall to attractions. The other 
limiting factor on impact would be that, in all likelihood, the Bill would not create an 
additional school holiday. This would prevent those families with school aged children from 
taking advantage of the extra day.   
 
There is an opportunity to use St Andrews day as a trigger for the beginning of end of year 
festivities and so provide an important opportunity during a traditionally quieter, shoulder, 
period for the tourism industry. There would also seem to be scope for creating a range of 
annual events and festivals locally, regionally and nationally, which tie in and make the day 
much more of a showcase and celebration. Others canvassed in my research have stated 
they would use the day to promote their regions links with St Andrew or indeed St Andrews. 
Notable examples include Arbroath and North Berwick, respectively. While the links with 
Abroath are clear North Berwick was founded as a result of St Andrews tourism over 1,000 
years ago when it was on the pilgrimage route to St Andrews. Tourism operators can be 
very entrepreneurial in both identifying and maximizing the opportunities which a positive 
decision on this Bill would create. 
 
In summary the creation of an additional bank holiday would have a positive economic 
impact on the Scottish tourism sector and provide an important opportunity to extend the 
seasonal offering. Other factors would influence the extent of the impact and where in the 
sector this is felt. Notwithstanding these ‘other’ factors the extra day would still create a very 
positive effect and in all likelihood supported by the majority of tourism businesses across 
Scotland. 
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Stage 1 Consideration of the St. Andrew’s Day Bank Holiday (Scotland) 
Bill  
 
Background on STUC position for the Scottish Parliament Enterprise 
and Culture Committee  
 
The STUC believes that the establishment of a bank holiday on St. Andrew’s 
Day would be a positive step for Scottish workers towards gaining parity with 
their counterparts within the European Union.  Currently only the Netherlands 
gives its workers as few public holidays as the UK, however Dutch workers 
benefit from more annual leave.  
 
It can be safely predicted that a number employers will claim that the key 
problem arising from the establishment of a St. Andrew’s Day Bank Holiday 
will be the impact of time away from work on productivity.  However evidence 
from European suggests the opposite where productivity tends to be higher, 
while annual hours worked are lower. 
 
The STUC believes that the scope for a new holiday is also evidenced by the 
UK experience.  Between 1997 and 1999, UK productivity grew by 4.6%, 
whilst the number of contracted hours worked fell by 0.7%, showing that when 
extra days holiday are granted there is not a negative impact on output.  
 
As well as returning to industrious Scottish workers a small slice of the 
benefits of increased output, the granting of a new public holiday would make 
a positive contribution to enhanced work-life balance.  There is clear evidence 
that stress, fatigue and related absenteeism make a negative contribution to 
productivity - work-related stress costs the UK £4.4 billion a year. 
 
Equally, there is concern that Scottish and UK workers are being placed 
under increasing pressure as a consequence of the need to balance family 
and working lives.  From the point of view of the employer this leads to days 
lost in relation to childcare and related difficulties.  For the family, it is clear 
that the ability of one or both parents to spend quality time with their children 
is vital. 
 
It should be noted that, currently, bank holidays are not included in the 
statutory right of all employees to 20 days paid annual leave.  Were a new 
bank holiday to be established, unions would raise this issue as part of the 
bargaining agenda to ensure that employees could benefit from an extra day 
off on an annual basis.  It would however be important, following a positive 
decision of the Scottish Parliament that all available levers were used to 
ensure that private, public and third sector employers granted the holiday as 
an additional day’s leave. 
 
The trade union movement in Scotland currently promotes St. Andrew’s Day 
as a national celebration of Scotland’s diversity of cultures, faiths and ethnic 
origins.  It is a unique day with the potential to combine a celebration of 
Scotland’s history new and old.  We believe that the enhancement of St 
Andrew’s Day in the eyes of Scots would have a positive knock on effect for 

 1



EC/S2/05/17/4 

Scotland’s international image with the potential to attract more visitors from 
overseas.  
 
The STUC believes that any consideration of economic consequences must 
also take into account the positive effect on the Scottish economy if the bank 
holiday were established.  On a bank holiday, the activities of millions of 
people not in work have an upward effect upon other areas of the economy, 
with retail and tourism sites doing a roaring trade.  In 2001, when the UK was 
hit by the foot and mouth epidemic, representatives from the tourism and 
hospitality lobbied the government for a special bank holiday that autumn to 
stimulate trade.  
 
The STUC believe that there is much to recommend the establishment of a 
bank holiday falling on the Friday or Monday closest to 30 November. Long 
weekend celebration would; maximise the potential for event organisation, 
social and tourism opportunities; be most beneficial for employees taking the 
holiday and most suit employers in terms of planning and scheduling. 
 
In the case that it was decided that the bank holiday should fall invariably on 
the 30th November we would expect collective bargaining arrangements and 
contracts generally to offer a substitute day in the case that the 30th falls on a 
Saturday or Sunday.  
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PROPOSED ST ANDREW’S DAY BANK HOLIDAY (SCOTLAND) BILL: 
CBI SCOTLAND EVIDENCE TO THE SCOTTISH PARLIAMENT ENTERPRISE 
AND CULTURE COMMITTEE 
 
Summary 
 
We have consulted widely on this matter and there is very little support for the 
proposal to create an additional Bank Holiday on St Andrew’s Day.   Some 
businesses do see some merits in a St Andrew’s Day Bank Holiday but only if it 
replaces one of the existing Bank Holidays.   There may only be patchy adoption of 
the new Bank Holiday in the private sector.  We believe that it is likely to be much 
more widely implemented in the public sector, increasing public sector costs.  This 
would feed through into higher costs for private sector business, putting pressure on 
their competitiveness and adversely impacting on their recruitment and retention, 
particularly for SMEs.     
 
Labour market flexibility 
 
Our research indicates that a St Andrew’s Day Bank Holiday is unlikely to be widely 
implemented in the private sector where, increasingly, fewer and fewer companies 
actually close or shut down on Bank Holidays (Christmas and New Year being the 
general exception).  This trend is particularly strong in manufacturing, process 
industries, distribution, transport, logistics and retailing.  Instead, Bank Holidays are 
added to contractual leave giving the employee an enhanced annual holiday 
entitlement.   Subject to agreement with their employer to ensure that customer 
service/production is maintained, employees are free to take their holidays whenever 
it suits them.    
 
This approach works well and provides the best platform from which to create a ‘win-
win’ for businesses and their employees.  Businesses that need to stay open to 
provide a service to their customers can do so.   Businesses and employees that 
want to celebrate St Andrew’s day, or any other occasion, can do so if they choose.    
 
Despite its geographic location and distance from many markets, and past under 
investment in its transport infrastructure, Scotland has retained its position as a 
business location of choice.  A significant reason for this is that we still enjoy a 
relative competitive advantage because of our flexible labour markets.    We need to 
retain this if we are going to encourage indigenous firms to set up and expand in 
Scotland and persuade inward investors to locate here.     
 
Advocates of the Bill argue that UK workers compare unfavourably to their EU 
counterparts in terms of holiday entitlement.   However, in many of the countries that 
do offer more holidays there is also significantly higher unemployment.  Proponents 
of this Bill should, perhaps, consider whether the two are related. 
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Impact on costs, competitiveness, recruitment and retention 
 
If St Andrew’s Day does become a new Bank Holiday, it is likely to be more widely 
implemented in the public sector.  An additional holiday for the public sector would 
mean higher costs.  Public sector costs are already high in Scotland and this is 
placing enormous demands on the wealth-creating sectors of the economy.  
 
Very obviously, business taxes are a major source of funding for the public sector 
and those taxes have increased by nearly £50bn across the UK since 1997.  
Scotland’s firms will be paying their share of this additional tax burden, as well as 
bearing the burden of disproportionately higher business rates.   
 
In addition, further improvements to public sector terms and conditions of 
employment will have a detrimental impact on the ability of many companies to 
recruit and retain high quality workers.  SME’s, in particular, are already reporting 
difficulties in recruiting and retaining good quality workers when they are competing 
with the public sector.  As well as better holiday entitlement, the public sector can 
usually offer better child-care facilities and more generous and secure pension 
arrangements. 
 
Even though there is no legal requirement for a company to close on a Bank Holiday, 
private sector companies would have to seriously consider increasing their own 
holiday entitlement in order to compete for labour if it were to be widely implemented 
in the public sector.  In many cases they might face demands from some employees 
and trades unions for ‘parity’ with the public sector.    
 
If a company fails to give an additional holiday they run the risk of losing staff and the 
growth and development of the business may suffer.  If they do agree to an extra 
holiday their costs will rise, at a time when they are facing fierce competition.  Few 
businesses in the private sector have the capacity to automatically pass on their extra 
costs to their customers so rising costs may result in cut backs in vital investment in 
product development, R&D or training.    
 
In addition, existing ‘perks’ that are given to workers (day out at the races/company 
picnic for example) may have to be cut back.   These are often highly valued by staff 
and help to forge better teamwork and a better industrial relations culture.  As we 
noted above, a company and its workforce already has the opportunity to tie this 
‘team’ day in with a ‘celebration’ of Scotland and St Andrew by closing the business 
on 30 November or the next working day.    
 
This is a serious issue for Scotland.  It is widely acknowledged that our economic 
prospects will increasingly depend on the dynamism and success of the small and 
medium-sized company sectors.   If these sectors are starved of the quality workers 
that they need or their costs rise faster than those of their competitors then they are 
less likely to succeed. 
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No evidence to support claims of higher productivity 
 
Proponents of the St Andrew’s Day Bank Holiday claim that it will improve staff 
morale, reduce stress and, therefore, reduce absence rates and boost productivity. 
There is absolutely no evidence offered to support this assertion. 
 
Workers in the public sector already receive more holidays than their counterparts in 
the private sector1.    But there is no evidence that this results in greater productivity 
or lower absence levels.  In fact, the evidence clearly demonstrates that absence 
levels in the public sector are higher than in the private sector2 and many 
independent commentators believe that public sector productivity/efficiency is lower 
than that in the private sector. 
 
Additional comments 
 
We have noted with interest that advocates of the Bill believe that celebrating St 
Andrew’s Day with a National Holiday can signify a “diverse and integrated Scotland”.  
There is no clarity in relation to what this actually means but, in any case, it is our 
contention that the existing arrangements regarding holidays, which allow freedom of 
choice, already allow the representation and reflection of Scotland’s diversity. 
 
It is not clear to us how creating a new Bank Holiday will facilitate the international 
“celebrations of Scotland and Scottish achievement”.  We are able to mark and 
celebrate Tartan Week in the United States without there being a corresponding 
holiday in Scotland. 
 
AUGUST 2005  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 IRS Report February 2005. 27.1 days’ average holiday in the public sector, 24.4 days in the private sector. 
2 CBI/Axa Absence Survey 2005.  9.1 days’ average absence in the public sector, 6.4 days in the private sector. 
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SUBMISSION BY THE COMMITTEE OF SCOTTISH CLEARING BANKER 
 
 
Proposed St Andrews Day bank Holiday (Scotland) Bill 
 
In sending you this letter I incorporate the views and concerns of the 
Committee of Scottish Clearing Bankers concerning the proposed legislation 
 
The objective of the Scottish Parliament is to celebrate St Andrew’s Day-30 
November. Its intention is to create a Scottish bank holiday on that day. 
 
The purpose of this submission is to argue that the objective and the intention 
are not compatible. 
 
The creation of a new Scottish bank holiday on 30 November will do very little 
to raise awareness of Scotland’s Patron Saint or to make that a day of 
celebration. 
 
It is sometimes assumed that a bank holiday is a public holiday but this is only 
the case when bank and public holidays coincide. There is no automatic 
connection. Consequently the creation of a bank holiday will not ensure that 
schools are on holiday or that many businesses will actually close their doors. 
Indeed even banks are permitted to remain open on a bank holiday by the 
Banking and Financial Dealings Act of 1971. 
 
This facility manifests itself in a decision taken by the Scottish Banks in 1996 
that, in future, they would conform to Bank Holidays observed by English 
based banks. This decision was made after a very long period of discussion 
and after various efforts had been made, without success, to obtain 
Parliamentary time to alter the legislation of 1971. Consequently although the 
first Monday in August is still legally a bank holiday in Scotland the holiday is 
actually taken on the last Monday to conform to practice in the rest of the UK. 
 
The creation of a new bank holiday on 30 November would therefore run 
contrary to the stated objective of the banks which was to have a standard 
practice throughout the UK. This is doubly important to the banks as they are 
now all part of UK groupings of financial services providers. The possibility 
exists therefore that even if a new holiday was created then some banks may 
choose not to observe it. 
 
Moreover there is no automatic connection between a bank holiday and a 
holiday for schools, public servants or businesses in the private sector. The 
objective of celebrating St Andrew’s Day will not, therefore, be achieved by 
making it a bank holiday. 
 
The Scottish banks have other reservations about the appropriateness of 
making St Andrew’s Day a bank holiday. These relate to inconvenience to 
customers and cost. 
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Banks are in a service industry and customers, of all types, expect us to be 
open for service at times similar to other retail operations. In corporate 
banking the banks work on a global scale and are constantly engaged with 
businesses throughout the world. Staff engaged in such activities would be 
expected to work on St Andrew’s Day whether it was a bank holiday or not.  
More specifically the Scottish banks have a number of other reservations 
about the appropriateness of making a new bank holiday on St Andrews Day 
 
Branch services 
 
1.  The ability of business and private customers to make deposits and do 

other banking business will be restricted. 
2.  Not all personal customers will be able to use other facilities such as 

ATM's to make deposits 
3.  Communities reliant on mobile branches will face an extended period with 

no counter facilities. 
 
Other service channels 
 
1.  Customers would expect telephone contact centres to be available and 

staffed to handle the level of enquiries that would increase as the branch 
network is closed. 

2.  Similarly customers will expect internet banking services to be available 
24/7. 

 (Telephone and Internet banking facilities are already available during 
most bank holidays). 

3.  Many bank staff who work in Scotland are engaged in delivering services 
to people in other parts of the UK. A St Andrews Day holiday would disrupt 
this service. 

 
Transactions 
 
1.  Transactions between Banks will be delayed by one day. 
2.   Bank transactions with banks/customers elsewhere in the UK and 

overseas could be affected. 
3.  Employers would have to make sure that salary and supplier payments 

due on the 30th November are entered into the system early 
4.  Cheque clearing will be delayed if the cheque clearing is closed on the day 

and may delay the time until customers have access to their funds. 
 
Charges 
 
1.  Retail customers who go overdrawn and cannot pay in funds over a branch 

will be hit with overdraft charges? 
2.  Customers whose cheques are returned unpaid due to extended delay in 

the clearing cycle will incur extra charges. 
3.  Credit card customers whose payments are delayed by a St Andrew’s Day 

bank holiday will face late charges. 
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The proposed creation of a new bank holiday will therefore create difficulties 
for banks and their customers. At the same time it will not, in itself, achieve 
the objectives of the promoters of this Bill to celebrate St Andrew’s Day. 
 
Scottish Ministers have described the financial services sector as the ‘engine 
room of the Scottish economy’. The Committee of Scottish Clearing Bankers 
would not wish to see legislation passed which would reduce the productivity 
or efficiency of the sector. 
 
Yours sincerely 
 
Professor Charles W Munn, OBE 
 
24 August 2005 
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FSB Written Evidence 
St Andrew's Day Bank Holiday (Scotland) Bill 

 
 
Introduction 
The Federation of Small Businesses is Scotland’s largest direct member 
business organisation and campaigns for a social, economic and political 
environment in which small businesses can grow and prosper.  As such, we 
welcome this chance to comment on the St Andrew’s Day Bank Holiday 
(Scotland) Bill. 
 
Summary 
The FSB would be happy to see St Andrew’s Day become a Bank Holiday, but 
only if it was at the expense of one of our existing Bank Holidays.  The UK 
Government has indicated its intention to amend the Working Time Regulations 
1998 to create a statutory entitlement to a set number of Bank Holidays and the 
Bill as introduced would result in businesses having to grant an extra day’s 
holiday to Scottish based staff, which would add to production costs north of the 
border. 
 
Existing Entitlement 
At the moment, workers in Scotland and elsewhere in the United Kingdom have 
no legal right to be given Bank Holidays as paid holidays.  The Scotland Act 1998 
assigns to Scottish Ministers the responsibility for setting bank holidays (Part II of 
Schedule 5), but these are simply days when banks can choose not to open.  
There is no obligation on employers to give these days as holidays, although staff 
have come to expect these days off or to be paid extra to work them. 
 
Similarly, local holidays are determined by local authorities, based on local 
tradition (not statutory authority) and supposedly after consultation with local 
business interests. 
 
All employees are, however, legally entitled to four weeks paid holiday per year, 
under the Working Time Regulations 1998.  Any additional holiday entitlement is 
a contractual matter to be decided by employers and employees. 
 
Costs and Benefits 
If the Scottish public wishes to see St Andrew’s Day become a national holiday 
and a day of national celebration, then it seems right and fair that this should 
happen.  St Patrick’s Day and the Bastille Day are two examples of how national 
holidays can become part of the national identity and reinforce a nation’s image 
to people the world over. 
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However, an extra Bank Holiday would have costs to business as it would mean 
a day’s less production which would have obvious implications for turnover and 
profit.  Whilst there is currently no legal obligation for employees to be given 
Bank Holidays, in practice it would be extremely difficult for employers not to give 
an extra day’s holiday. 
 
The FSB would therefore only support St Andrew’s Day becoming a holiday if it 
was at the expense of one of the existing Bank Holidays, i.e. if the overall number 
of holidays remained at eight.  Otherwise it will result in a day’s lost production 
and revenues for Scottish business, or expensive overtime payments. 
 
Legal Changes 
Further, the law governing holiday entitlement is likely to change, with the Labour 
Party’s Manifesto for the 2005 General Election contained the following 
commitment: 

“We have introduced, for the first time, an entitlement for every employee to four 
weeks’ paid holiday, and we propose to extend this by making it additional to 
bank holiday entitlement.” (pp27) 

This can be interpreted as meaning that bank holiday entitlement will be given a 
statutory basis within the lifetime of the current administration at Westminster, 
and that all employees will have a legal right to four weeks paid leave plus a set 
number of bank holidays. 
 
This change would mean that the Bill as introduced would ultimately result in 
Scottish employees enjoying greater holiday entitlement than in other parts of the 
UK, which would effectively be an extra cost for businesses based north of the 
border. 
 
Despite the best efforts of the Parliament and Executive, Scottish economic 
growth continues to trail that of the UK as a whole, and the committee needs to 
consider whether the Bill will make it yet harder for Scottish businesses to close 
the gap on their English counterparts.  The FSB believes we should be using 
devolution to assist Scottish businesses compete rather than eroding their 
competitiveness, which is what we believe the Bill as introduced would do. 
 
International Comparisons 
The Policy Memorandum which accompanies the Bill states that workers in other 
parts of Europe appear to enjoy more statutory holidays than their Scottish 
counterparts, although this comparison may look different if local holidays are 
also included. 
 
However, as Donald Macrae stated to the committee in his evidence on the 
Business Growth Inquiry on 12 April, Scottish productivity is well below that of 
England, France or Germany, indeed French GDP per hour worked is more than 
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a third higher than the figure for Scotland1.  It could be argued that Scottish 
workers can demand European levels of holidays when we reach European 
levels of productivity. 
 
Existing Entitlements 
The last few years have seen huge changes in employment law and many new 
benefits for employees in terms of annual leave entitlement, the right to flexible 
working, and maternity and paternity leave extensions.  Small businesses are still 
struggling to adapt to these changes and another day’s holiday entitlement would 
be another cost to be borne by employers. 
 
 
For further information please contact Niall Stuart, Scottish Press and Parliamentary Officer, 
niall.stuart@fsb.org.uk or 0141 221 0775 

                                                 
1 Scottish Economic Report, Scottish Executive (2004) 
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ENTERPRISE AND CULTURE COMMITTEE 

17th MEETING 2005, 8 SEPTEMBER 2005 

 

REFORM OF EU STATE AIDS POLICY: PROPOSED SUBMISSION BY THE 
ENTERPRISE AND CULTURE COMMITTEE TO THE CONSULTATION BY 

THE EUROPEAN COMMISSION ON STATE AID REFORM 2005 - 2009 

 

Introduction 

1. At its meeting on 21 June, the Enterprise and Culture Committee agreed a 
draft of its proposed submission to the consultation document issued by the 
European Commission entitled “Less and better targeted state aid: a 
roadmap for state aid reform 2005 - 2009". This draft is attached at Annexe 
A. 

2. The Committee agreed, before submission, to seek comments on the draft 
from the Scottish Executive and the main enterprise agencies. Responses 
from the Scottish Executive (the Executive), Scottish Enterprise (SE) and 
Highland and Island Enterprise (HIE) are attached at Annexe B.  

3. Generally all three organisations support the findings and recommendations 
of the draft submission. This paper highlights those areas where the 
Executive, SE or HIE suggest additional recommendations or disagree with 
the proposed findings of the Committee.  

4. Where the views/recommendations of Executive, SE or HIE agree with, 
or simply supplement, the views of the Committee it is intended to 
incorporate these automatically into any revised submission. However, 
where the views differ, the Committee needs to decide whether it 
wishes to amend its original draft submission. 

 
Action requested 

5. The deadline for submission to the European Commission’s consultation is 
Thursday 15 September. Given the Committee’s busy meeting schedule it is 
therefore necessary for the Committee to agree the final version of the 
response at its meeting on 8th September. The Committee is invited to: 

• consider the additional comments made by the Executive, SE and HIE 
which support the views of the Committee and agree to include these in a 
revised submission;  

• consider the areas of disagreement raised by HIE in particular and agree 
what amendments, if any, it wishes to make to the draft submission in light 
of these; and  
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• agree to task the Convener and Clerk to send a revised submission to the 
European Commission.   

 
Stephen Imrie 
Clerk to the Committee 

 2



EC/S2/05/17/8 
 

Comments on Paragraph 1 and 2 (General Aid Reform)  

6. Both the Executive and SE support the Committee’s comments on general 
aid reform. The Executive wishes to draw the attention of the Committee to 
the revised Scottish and UK targets for increasing business spend on R&D.1 

7. The Executive suggests the Committee also point out the importance of the 
Commission taking “all appropriate measures to recover illegal aid”. 2 

8. HIE has expressed concerned that current EU priorities to stimulate growth 
may undermine the differential aid rates between rich and poor regions that 
regional aid policy seeks to create. HIE suggests that regional differentials at 
levels proportionate to need should be sustained in all categories of aid.  The 
EU priority to reduce the amounts of aid overall could still be easily met even 
by concentrating aid on the least distorting types.3 Does the Committee 
agree? 

Comments on Paragraph 3 and 4 (Regional Aid)  

9. In its submission, the Executive highlights that fact that the Commission has 
now issues draft guidelines on national regional aid for discussion with 
member states. This increases assisted area coverage in the UK from 9.1% 
to 23.5% as well as providing flexibility to select areas for regional aid 
coverage.4  

10. HIE believes that to recommend that “pockets of unemployment,  deprivation 
and post industrial decline in other parts of Scotland”5 should be tackled by 
regional aid risks undermining the primary objective of regional aid, that is to 
provide regional advantage through state aid across the spectrum of 
business investment. HIE suggests that that in order to address the problems 
of disadvantaged regions, regional aid should be allocated to regions at the 
level of the larger NUTS 2 statistical areas6 that primarily determines their 
economic competitiveness and not at the smaller scale of pockets within 
larger economies.7 Does the Committee agree? 

11. HIE also expresses concern that the Committee appears to favour the use of 
subsidy in order to provide advantage for firms within the EU competing for 
large projects involving innovation and competition with firms outwith the 
EU.8 HIE believes this can only lead to a subsidy race with the consequence 
that public subsidy reinforces the dominance of companies who already hold 

                                                 
1 Revised figures have been integrated into the Committee’s draft response document.  
2 Extract from paragraph 2 comment of Scottish Executive submission (page 8) 
3 Extract from paragraph 3 of HIE submission (page 15)  
4 Extract from paragraph 3 comment of Scottish Executive submission (page 8) 
5 Paragraph 3 of the Committee’s draft response document (page 4)  
6 NUTS 2 areas within Scotland are Highlands and Islands, North Eastern Scotland, Eastern 
Scotland and South Western Scotland 
7 Extract from paragraph 5 of HIE submission (page 16) 
8 Paragraph 4 of the Committee’s draft response document (page 4)  
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a lead position.  This would almost certainly disadvantage smaller indigenous 
companies who would wish to compete at the world level.  HIE states that 
subsidies for the leading firms would make it even harder for local companies 
to achieve world competitiveness.  HIE therefore suggest that the correct 
policy is to argue for and challenge all such subsidy through the World Trade 
agreements. Does the Committee agree? 

Comments of Paragraphs 5 to 12 (Horizontal Aid Reform)  

12. Innovation and the ITIs (Para 6) - the Executive states the belief that the 
Intermediary Technology Institutes model is neither unique nor, in itself, a 
problem in regard to state aid. The key is the type of activity being 
undertaken. If the activity is pre-competitive collaborative research, then 
there would appear to be no reason why this should fall foul of the 
regulations however, if the activity includes an individual company which will 
receive a specific, competitive benefit, then it would come under the scope of 
the regulations, as it would whether it was an ITI or another body doing the 
commissioning. 

13. Block Exemption (Para 8) – SE believes that the Commission should 
ensure that the process of amalgamation of block exemptions for training, 
SME support and employment aid should not result in over generalisation 
and that, as appropriate, different approaches and aid intensities should be 
permitted for different types of activity. 

14. De minimis (Para 9) - In its submission, the Executive states that there is a 
need for the Commission to cumulate de minimis levels of aid which are 
particularly burdensome for both aid administrators and recipients.9  

15. HIE does not favour increasing the ceiling of the de minimis provision. This is 
because the augmentation of a horizontal framework provision, such as de 
minimis, significantly degrades the already limited comparative advantage 
afforded to the Highlands on a geographic basis by regional aid. HIE 
recognises the concerns over the complexity involved in cumulating de 
minimis aid and whilst appreciating the concerns that cumulation may allow 
levels of aid to be too large, the option of applying a national ceiling to de 
minimis would be unacceptable as it would compound the administrative 
burden.  HIE suggests that the time has come to do away with cumulation of 
de minimis aid over three years. Does the Committee agree? 

16. Services of General Economic Interest (Par 10) – HIE argues that the 
provision of broadband infrastructure across the EU should have been 
treated as infrastructure for the purposes of exemption from state aid rules. 
Does the Committee agree? 

17. PPP’s (Para 12) – HIE stated that it there should be measures that allow the 
public sector to deal with infrastructure and social problems in areas of 

                                                 
9 Extract from paragraph 9 comment of Scottish Executive submission (page 10) 
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deprivation in partnership with the private sector, where the state provides 
the minimum intervention necessary to encourage private investment. HIE 
appreciates that reforms are needed to avoid these public-private 
partnerships from being bogged down in state aid procedures, but argues 
strongly that to incorporate such regeneration activity within regional aid 
would do more harm than good.10 Does the Committee agree? 

 
 
 

                                                 
10 Extract from paragraph 6 of HIE submission (page 16) 
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Annexe A 

Previously agreed draft submission by the Enterprise and Culture 
Committee to the European Commission’s consultation paper on an Action 
Plan for state aid reform (June 2005) 

General aid reform 

1. The Committee recognises the value of providing more flexibility to 
support the Lisbon agenda across the EU, since this is very much in line with the 
Smart Successful Scotland Strategy and reform will help us focus our efforts on 
improving Scotland's competitiveness. We must be able to take steps to 
implement key elements of the Lisbon agenda at home - a key priority has to be 
to raise the proportion of  private sector spending on research and development, 
currently only at 0.59% of GDP in Scotland , to the UK wide target of 1.7% by 
2014. A key focus of this investigation should be to suggest reforms to wider 
state aid rules which will promote innovative ways of levering private sector 
capital into the commercialisation of patents and research at home and help 
Scotland - and other parts of the EU - meet these important targets. 

2. The Committee also recognises the importance of state aid control across 
the EU in seeking to provide a level playing field for Scottish firms doing business 
in the expanded single market. While the focus of regional aid has shifted to the 
new Member States given their weak economic position vis-a-vis long 
established EU Member States, the maintenance of strict state aid controls is 
necessary to  guard against unfair competition. 

Regional Aid:  

3. Regional Selective Assistance (RSA) is the main national scheme of 
financial assistance to industry, helping create and safeguard jobs and 
encourage investment in the Assisted Areas (AAs) of Scotland.  RSA, an 
approved regional aid scheme, plays an important role in tackling regional 
imbalances, and achieving the Smart Successful Scotland agenda.  In Scotland, 
the original Commission proposals would limit coverage to Highland & Islands, 
reducing current population coverage from 48% to around 8% and there would 
be no scope for regional aid to large firms in lowland Scotland. The Scottish 
Executive has informed the Committee that while the UK supports the 
Commission’s aim of less and better targeted aid, the proposals prevent aid 
being targeted at some of our most underperforming areas.  The UK response of 
1 March offered ideas for determining additional population coverage which 
would provide additional flexibility for regional aid while reducing overall EU 
coverage.  The Committee believes that to reduce the area of the country where 
large firms can be supported by RSA from 48% to 8% is too severe a step to take 
at one throw. There are pockets of unemployment, deprivation and post industrial 
decline in other parts of Scotland where attracting investment by large firms may 
be the only way to make a real difference to the lives of the local community. It is 
important that the reality of industrial support in Scotland is factored into the 
Commission's reform plans. The Committee is aware that the Commission is 
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preparing a revised proposal which would allow for a smaller reduction in 
coverage in Scotland to better reflect the requirement for support to large firms in 
deprived areas as part of the mix of support available to promote economic 
development. 

4. The Committee has looked at the Commission's case that evidence from 
across Europe shows that in many cases the payment of large sums of regional 
aid, particularly to large firms, has only served to displace investment from one 
are to another and not been an efficient use of public resources. The Committee 
learnt during its recent visit to Brussels about the recent Commission decision to 
find illegal planned state aids by the Irish Government to the major microchip 
manufacturer INTEL for a planned investment in a new research, development 
and manufacturing facility on the outskirts of Dublin. The Commission found that 
such aids were not economically justified in an area as prosperous as Greater 
Dublin and could affect competition within the EU. The Irish Government on the 
other hand still believes that support of this type to a major innovative investment 
project is justified where the competition comes from outwith the EU (in this case 
the alternatives sites being considered by Intel were in the USA and Singapore) 
and will be putting proposals to this effect to the Commission during the reform 
process. The Committee sees parallels with our own situation in Scotland, since 
Scotland has a similar structure of high technology investments as the Republic 
of Ireland and is seeking to maintain its position at the forefront of technology on 
a global scale.  It recognises the concerns of the Commission that in certain 
cases state aid payments may not be required to secure investments, since 
investors often have other considerations in mind when making decisions on 
location. At the same time it would seem unfair - and harm Europe's 
competitiveness- if locations in third countries could offer enticements to attract 
crucial hi tech investments such as these which the only EU competitor in the 
running could not match. It recommends that the Commission look at the overall 
framework for regulating such payments as it takes forward its overall reform 
programme for state aid 

Specific points on horizontal aid reform 

5. The Committee attaches great importance to stimulating risk capital 
provision, especially for start up SMEs. In its Action Plan the Commission has 
stated that it will review the Communication on risk capital, with the aim of 
further stimulating investment in the form of risk capital, in particular in favour of 
start-ups and young, innovative SMEs, where this can properly address identified 
market failures. Here the equity gap has risen above current limits set in the 
guidelines in many cases.  The Committee believes that the guidelines should 
more closely reflect the market failures involved and provide greater flexibility to 
determine approvable levels of aid for individual cases. 

6. The Committee is aware that the Commission is planning amendments to 
the framework on innovation in order to increase the incentives to innovate and 
to promote private sector take up of new ideas. The Action Plan indicates that the 
Commission will be considering changes to the rules to deal with the specific 
situation of small and medium-sized enterprises, the role of intermediaries (e.g. 
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clusters, technology centres) and to provide incentives to highly-skilled 
researchers working in the area of innovation. Here it is important to flag up the 
specific models in Scotland, in particular the Intermediate Technology Institutes 
which are not at present explicitly recognised in the Commission's rules, even 
although they are well placed to deliver the Lisbon objectives.  

7. Similarly, the Committee understands that the Commission is planning 
amendments to the framework on research and development designed to 
target market failures and provide the right incentives for industry to invest more 
in R&D, as well as to promote cross border collaboration and an interactive 
industrial innovation process which can also take account of continuous feedback 
from the market. The Scottish Executive has told the Committee that it believes 
that the existing rules are in general working effectively and changes should only 
be made if supported by clear evidence. Nevertheless it would like more 
generous levels of support for SMEs and continued and more flexible scope to 
encourage collaborative research.  The Committee agrees that the framework on 
research and development needs to be maintained and made more flexible, 
especially in respect of SMEs, and encourages the Commission to take steps to 
ensure that Government support to the private sector can be made in such a way 
as to help increase significantly the amount of private sector input to Research 
and Development in line with the Lisbon and UK targets.   

8 The Committee welcomes the Commission's plan to extend existing block 
exemptions in order to simplify the way in which state aid controls on training, 
SME support and employment aid are exercised. The Committee welcomes the 
plan to extend these to R&D, regional and environmental aid. The Committee 
also agrees with the Scottish Executive that the proposed increase in limits for 
SME initial investment from 15% to 20% for small firms and 7.5% to 10% for 
medium sized firms should be agreed. 

9 The Committee notes that the Commission has also considered increasing 
the de-minimis threshold below which state aid to a single company over a 
rolling 3 year period is not deemed to be State aid in that it has no appreciable 
effect on competition. The threshold currently stands at €100,000. The 
Committee regrets that the previous suggestion for a framework for Lesser 
Amounts of State Aid, which was welcomed by the UK and would have 
effectively raised this threshold to €1 million, is no longer on the table and backs 
the Executive's wish to see the threshold raised, perhaps to €400,000. 

10. The Committee notes that the Commission plans to provide state aid 
guidance on the operation of services of general economic interest, which are 
regarded in EU law as a key component of the European welfare state and as 
essential for ensuring social and territorial cohesion, including in the field of 
education, training and culture, and for the exercise of an effective citizenship. 
High quality SGEI also contribute to the competitiveness of the European 
economy. Member States enjoy a wide margin of discretion when deciding 
whether and in what way to finance the provision of services of general economic 
interest. However, to avoid distortion of competition the Commission believes 
that the compensations granted should make the performing of public service 
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missions feasible without leading to overcompensation and undue distortions of 
competition. The Committee notes that this concept has not been widely 
developed in Scotland and stresses the importance of the EU state aid rules 
recognising the way in which such services are delivered in Scotland.  

11. The Committee welcomes the fact that the Commission has decided to 
bring forward to this year its plans to revise the environmental guidelines to 
promote sustainable development goals and to provide more flexibility for 
support, e.g. ensuring a full internalisation of environmental costs and 
encouraging innovation and improvements in productivity through resource 
efficiency. The current guidelines are inflexible and do not give sufficient flexibility 
to promote incentives to the private sector for valuable environmental goals such 
as waste management and recycling. The Committee points to the importance of 
such a revision if we are to meet the ambitious goals for sustainable 
development set as part of the Lisbon and Gothenburg strategies. 

12. The Committee also notes that the Commission is considering clarifying 
the state aid rules for the assessment of public resources involved in Public 
Private Partnerships as part of its aim to promote modern transport and energy 
infrastructures. Given the importance of PPPs to public investment in Scotland 
generally it will be important to ensure that the new rules reflect the Scottish and 
wider UK position and the Committee trusts that the Commission will liaise with 
the UK and Scottish authorities so that the rules are being prepared to ensure 
that this is addressed.  
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Annexe B 
 
Submission from the Scottish Executive 
 
(including a report on the EU State Aid event held in London on 14 July 
2005 as part of the UK Presidency of the EU Council) 
 
NB. References to paragraph numbers relate to the draft submission 
previously agreed to by the Committee, see pages 6 to 9. 
 
 
General aid reform 
 
Paragraph 1 - Comment:  Agree there is a role for state aid in meeting the 
Lisbon Agenda.  In particular that reform of state aid –both policy and procedural 
– is needed. 
 
Also agree in terms of increasing business R&D spend in Scotland.  But note that 
the UK targets are actually 1.7% for Business R&D (BERD) and 2.5% for total 
R&D (GERD), both by 2014 (See DTI 10 year Science and Innovation Strategy 
published 2004).  The figures for Scotland are 0.59% for BERD for 2003 and 
1.75% for GERD for 2002 (latest figure, the 2003 GERD figures will be released 
soon).  
 
Paragraph 2 - Comment:  Agreed.  Provision of a level playing field is essential.  
This should be achieved through greater simplicity and clarity in state aid rules, 
lessening the scope for varying interpretations, coupled with more transparency.  
It is also essential that the Commission takes all appropriate measures to recover 
illegal aid. 
 
Regional Aid:  
 
Paragraph 3 - Comment:  The Commission has now issued draft guidelines on 
national regional aid for discussion at a multi-lateral meeting of Member States on 
15/16 September.  These guidelines increase assisted area coverage in the UK 
from 9.1% to 23.5% and provide Member States with flexibility, within certain 
conditions, to select areas for regional aid coverage.  This will provide some 
assisted area coverage in central and lowland Scotland to help deliver economic 
development objectives.  We will be working closely with Whitehall colleagues to 
ensure an equitable share of coverage in Scotland. 
 
Paragraph 4 - Comment:  We agree that in addressing state aid, particularly its 
role in achieving the Lisbon Agenda, consideration should be given to competition 
outwith as well as within Europe.  We are currently considering the merits of the 
Irish proposal which would require the application of different rules when 
competition for major inward investment is between a Member State and a  non-
EU country.  But we don’t underestimate the practical difficulties involved ie how 
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will the competitor locations be identified and verified?, who will decide what aid is 
applicable?, how can we establish what a non EU country is offering?, how will it 
be monitored?, can it be made transparent?.   
 
Specific points on horizontal aid reform 
 
Paragraph 5 - Comment:  We agree that access to risk capital remains a key 
issue if we are to stimulate and grow young innovative technology based SMEs 
and meet the Executive's objectives for business growth generally and growing 
companies of scale.  (The Scottish Co-investment Fund has been hugely 
successful in stimulating investment activity at the earliest stages in investments 
up to £2m.  However it has become increasingly clear that follow-on investments 
up to £5m can be difficult to access.  We are therefore pressing on with proposals 
to develop a new Scottish Investment Fund to help address this issue).  The 
review by the Commission on the Communication on risk capital is welcome and 
we would share the Committee's view that the guidelines should be flexible to 
reflect evidence based market failure and the emerging gaps further up the 
investment scale. 
 
Paragraph 6 - Comment:  We welcome the Commission’s proposals on an 
innovation framework in so far as it demonstrates their commitment to the 
importance of innovation in improving economic performance – an issue 
highlighted in the refreshed Smart Successful Scotland.  We await the specific 
proposals.  
 
On a point of detail, the ITI model is neither unique nor, in itself, a problem in 
regard to state aid: the Fraunhofer Institutes in Germany are public bodies which 
work with the research base and industry, including individual companies. We 
don’t believe that there are state aid issues which arise purely because of the 
model used for ITIs.  The key is the type of activity being undertaken; if the 
activity is pre-competitive collaborative research, then there would appear to be 
no reason why this should fall foul of the regulations; however, if the activity 
includes an individual company which will receive a specific, competitive benefit, 
then it would come under the scope of the regulations, as it would whether it was 
an ITI or another body doing the commissioning. 
 
Paragraph 7 - Comment:  The Scottish Executive supports the current distinction 
between the different stages of research and the current aid intensities.  The 
notified Scottish Research and Development Scheme, allows flexibility to operate 
a broad range of important and highly successful support mechanisms.  The 
Executive would welcome further clarity within the Guidelines on state aid for 
R&D on how finance for public research bodies and aid to businesses for 
collaborative R&D may interact in practice.  We welcome the intention to make 
the rules take better account of the variety of mechanisms for sharing access to 
and exploitation of intellectual property in collaborative research scenarios.  
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Paragraph 8 - Comment:  Agree.  Expanding the Block Exemptions will help 
implement more speedily measures aimed at helping to achieve our economic 
development objectives whilst having a minimal impact on competition.  We will 
be seeking views on what specific additional measures we should seek to cover.   
 
Paragraph 9 - Comment:  The Commission proposal to consider an increase in 
deminimis is welcome.  Other issues for potential reform include the need to 
cumulate de minimis levels of aid which is particularly burdensome for both aid 
administrators and recipients.  Reform based on achieving an increase whilst 
minimising the bureaucracy, coupled with more scope under the block 
exemptions should deliver beneficial improvements.   
 
Paragraph 10 - Comment:  The Commission recently issued its guidance on 
Services of General Economic Interest which prohibits overcompensation and 
should help avoid undue distortions of competition.  Under this guidance, Member 
States retain the scope to determine their own SGEIs.  The exemption from 
notification is particularly welcome in that it minimises the bureaucracy and 
enables services within the specified thresholds to be implemented without delay. 
 
Paragraph 11 - Comment:  Agree.  We hope that the forthcoming review of the 
Guidelines will achieve a more flexible approach, for example by relaxing the 
rules in relation to measures taken to encourage business to improve their energy 
efficiency.  The current rules restrict our ability to tailor schemes to target 
particular sectors, or provide the most cost-effective level of support.  Relaxing 
the rules would help support both UK and EU objectives in relation to climate 
change and other environmental objectives.  
 
Paragraph 12 - Comment:  We support the Commission desire to offer greater 
clarity on how the state aid rules apply to PPPs.  The Commission is committed to 
consulting on all aspects of the state aid reform agenda. 
 
UK PRESIDENCY EVENT ON STATE AID 14 July 2005 
 
1. This DTI hosted event was well attended with representatives from the 
Commission and most Member States. These ranged from Government officials 
advising on state aid to private law firms providing advice on state aid. 
 
2. The Keynote presentation was by Neelie Kroes, Commissioner for 
Competition, who set out the economic challenges Europe faces and the role of 
state aid discipline in managing economic reform.  She noted that efficient and 
effective state aid can stimulate competition and drive economic growth and that 
the recently launched action plan was firmly grounded in economic change.  It 
set out a vision for a modern state aid control regime based on efficiency, equity, 
transparency and proportionality. She felt that less bureaucracy, and a more 
economic based approach will help ensure aid is appropriate to meet European 
objectives.  But she stressed that the support of stakeholders was vital, and 
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referring to working in partnership, Ms Kroes congratulated the UK on hosting 
this event which would both raise awareness of state aid and help drive forward 
the reform agenda.  
 
3. Gerry Sutcliffe, DTI minister responsible for state aid, responded, 
welcoming the action plan and in particular the Commission initiative in outlining 
how it planned to deliver state aid reform.  He took the opportunity to press for 
Commission resource to be focussed on the most distortive aid; for simplification 
and streamlining of procedures; for more block exemptions;  and for some more 
radical approaches.  For instance, he proposed extending the Commission’s 
current approach for basic infrastructure – for instance the provision of roads 
which is not regarded as state aid - to other areas provided there is no benefit to 
end users ie broadband networks, or support services for small business.  He 
also called for equality of treatment for public and private sectors. 
 
4. He was followed by representatives from forthcoming presidencies 
(Finland, Austria) who also welcomed the state aid action plan.  Common themes 
running through their addresses included the need for simplification, economic 
analysis and transparency and support for extending the Block Exemptions.   
 
5. But as might be expected, most comments were positive, welcoming the 
initiative and the opportunity to influence future direction and thinking but there 
was little in depth discussion. 
 
6. The economic theme continued into the afternoon with presentations 
covering distortion of competition and appraisal and effectiveness of state aid.  
John Vickers, Chairman of the Office to Fair Trading made a particularly effective 
presentation which stimulated a number of comments, mostly supporting his line.  
He raised the need for tight discipline, including more scrutiny within Member 
States, and working with the market to design measures appropriate to address 
the relevant market failure.   
 
7. This was supported by the Chief Competition Economist at the 
Commission, who added that a more economic approach will help achieve less 
and better targeted aid, and provide consistency with other Competition policies.  
However, he also recognised the challenges in achieving this including 
measuring market failure and effect of aid. 
 
8. In the final session, the HM Treasury speaker referred to principles of 
ensuring there is market failure, that the cost is proportionate to economic 
benefit; and stressed the need to minimise competition distortion.  He also noted 
that ex-post monitoring, to determine if objectives have been achieved, is already 
a UK requirement.  Denmark provided an outline of the role of the Danish 
Competition Authority who have formal responsibility to give independent 
opinions on state aid notifications before they are sent to the Commission.   
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9. Overall this event confirmed that Member States welcome the action plan 
and its intentions.  In particular, they welcome the opportunity to comment on 
how reform is taken forward and the Commission’s timetable setting out the 
various frameworks, guidelines and rules which impact on state aid as it will be 
the review of these various documents which will afford the opportunity to bring 
about real reform. 
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Submission from Scottish Enterprise 
 
Regional Aid 
 
The importance of Regional Selective assistance (RSA) to the businesses that 
SE works with, either in an inward investment capacity or in maintaining the 
competitiveness of both large and small Scottish businesses should not be 
underestimated.  While the new proposals from the EU will reduce the impact of 
the loss of assisted areas, the question remains, if the support to industry that 
was provided by RSA was necessary and appropriate, how will this need be met 
post 2006? Is there sufficient scope within the horizontal themes to meet the 
needs of business? 
 
Risk Capital 
SE echoes the importance the Committee attaches to stimulating risk capital 
provision for start up and early stage companies, and the desire to see greater 
flexibility in determining approvable levels of investment for individual cases. 
 
Innovation 
 
SE welcomes the Commission looking at the provision of state aid for innovation.  
We recognise that there are a number of definitional issues around innovation 
that make state aid in this area very challenging.  Given that successful 
innovation results in an organisation using knowledge to become more 
competitive, either from new offerings to the market or from greater efficiency, 
the provision of state aid powers to provide support wider than just the R&D 
element would be beneficial.   At present SE’s interventions in this area typically 
rely on the current block exemptions or the use of de minimis funding. The 
creation of new innovation provisions or widening of the R&D state aid provisions 
could open up new opportunities for business support. 
 
R&D 
 
SE would echo the Committee’s position and would also like to stress that the 
current provision allows programmes such as Large Company R&D Plus11 to 
operate.  SE is currently in discussion with the Scottish Executive as to how 
support to SMEs can be expanded within the current R&D framework. 
 
Block exemptions 
 
The proposal to extend the block exemptions on training, SME support and 
Employment aid are welcomed by SE.   However, the Commission should ensure 
that the process of amalgamation does not result in over generalisation and that, 

 
 

 15



EC/S2/05/17/8 
 

Annexe B 
as appropriate, different approaches and aid intensities are permitted for different 
types of activity. 
 
De Minimis 
 
SE is receptive to an increase in the de minimis limit as this could potentially 
provide scope to assist particularly small companies where the bespoke nature of 
the support may not fall easily within one of the current state aid block 
exemptions. 
 
Services of General economic interest 
 
We note that the final version of the new guidelines on ‘Services of General 
Economic Interest’ has now been published.  We will be reviewing the new 
guidelines and considering their relevance to SE’s activities.  We are also making 
comments through the Scottish Executive on the draft UK response to the ‘State 
Aid Action Plan’, and are supportive of greater flexibility in the state aid 
interpretation of infrastructure, property development and regeneration activities.  
In this respect, we feel that some of the principles underlying the ‘Services of 
General Economic Interest’ guidelines could be applied to other types of 
development project. 
 
Environmental Guidelines 
 
Given the new “Going for green growth: a green jobs strategy for Scotland” 
(which complements and adds to “A Smart, Successful Scotland”) , any changes 
to current provision which encourage the private sector to address environmental 
issues and opportunities such as resource efficiency and waste management & 
recycling would be perceived as helpful in achieving the objectives of the 
Strategy. 
 
Public Private Partnership (PPP) 
 
SE agrees that any new rules should take account of the different approaches to 
service provision and PPPs among member states, allowing for a fair and 
sensible way of assessing the state aid implications of public sector resources in 
PPPs.  UK and Scottish policy and, indeed, draft Structural Funds policies, often 
favour private sector involvement in delivery as this stimulates private investment 
and achieves the best use of the public resources available.  
 
SE has also fed back its position with regards to the EU consultation on State 
Aids and we welcome the opportunity to support the Enterprise and Culture 
Committee (ECC) in their submission. 
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Submission from Highland and Island Enterprise 
 
NB. References to paragraph numbers relate to the draft submission 
previously agreed to by the Committee, see pages 6 to 9. 
 
 
 
Highlands & Islands Enterprise (HIE) welcomes the Committee’s invitation to 
offer comment on its draft response.   A favourable and appropriate State Aid 
regime is essential to economic development prospects in our area. 
 
General Aid Reform (paragraphs 1 & 2).  
1. We agree that State Aid regulation is important because it can bring about a 

level playing field in competition and trade.  In particular, we support the 
application of regulation that restricts the use of public intervention in 
economically-advantaged areas, whilst permitting the targeting of aid at 
economically-disadvantaged regions.  We do acknowledge that, even in 
prosperous areas, market forces alone may not lead to desirable economic 
development such as that involving certain types of innovation or the 
regeneration of local communities which need to restructure their local 
economies following economic upheaval.  Indeed, these market failures may 
be found in all regions to some extent. 
 

2. However, we are concerned that current EU priorities to stimulate growth 
may undermine the differential aid rates between rich and poor regions that 
Regional Aid Policy seeks to create. It is not only inequitable but also 
inefficient to pursue growth in prosperous areas at the expense of the 
dissipation of the resources and potential of less favoured areas. The 
solution in our view is that regional differentials at levels proportionate to 
need should be sustained in all categories of aid.  The EU priority to reduce 
the amounts of aid overall could still be easily met even by concentrating aid 
on the least distorting types (ie, regional, innovation or SME aids, but not on 
very large capital investments and operating and rescue aids for large firms). 
 

Regional aid (paragraph 3 & 4). 
3. In the Highlands & Islands, Regional Aid is delivered almost exclusively by 

the HIE Network under the Initial Investment & Job Creation scheme, which 
is a separate approved State Aid scheme from RSA.  The latter is used very 
occasionally for larger projects in the HIE area. 

4. HIE would support the Committee’s view that the proposed reduction in 
population cover of Regional Aid in Scotland from 48% to 8% is too severe.  
Scotland (like many other parts of the EU) has regions that do not meet the 
proposed 75% of EU GDP threshold for regional aid but it does have very 
significant disparities between its core regions and those with long–term 

 17



EC/S2/05/17/8 
 

Annexe B 
economic disadvantages.  Such regions are unlikely to catch up 
economically, and indeed may continue to decline in relative terms without a 
comparative advantage in the tool-kit of state aid powers available to the 
public bodies seeking to redress the imbalance. 

5. However, HIE believes that to recommend that “pockets of unemployment,  
deprivation and post industrial decline in other parts of Scotland” should be 
tackled by regional aid risks undermining the primary objective of regional 
aid, which is to provide regional advantage through State Aid across the 
spectrum of business investment.  These pockets of underdevelopment 
occur within both rich and poor regions and are usually the result of specific 
historic and social patterns, and do not necessarily reflect the development 
status of the regional economy in which they are located.  The proposal 
would result in providing State Aid powers, which would more appropriately 
be deployed as precisely-focused regeneration aid, through the broader 
mechanism of regional aid.  We believe that in order to address the problems 
of disadvantaged regions, Regional Aid should be allocated to regions at the 
level of the larger NUTS 2 statistical area that primarily determines their 
economic competitiveness and not at the smaller scale of pockets within 
larger economies. 

6. We consider that regeneration pockets should be tackled by more targeted 
State Aid powers that deal with the specific problems of the regeneration 
area and do not permit subsidy for a wider range of business investment.  In 
particular, there should be measures that allow the public sector to deal with 
the infrastructure and social problems in such areas in partnership with the 
private sector where the state provides the minimum intervention necessary 
to encourage private investment.  We appreciate that reforms are needed to 
avoid these public-private partnerships from being bogged down in State Aid 
procedures, but we would argue strongly that to incorporate such 
regeneration activity within Regional aid would do more harm than good (this 
comment also relates to those in paragraph 12 of the Committee’s draft 
response).  

7. In the case of large projects involving innovation and competition with firms 
outwith the EU (paragraph 4), the Committee appears to favour the use of 
subsidy in order to provide advantage for firms within the EU.  This can only 
lead to a subsidy race and has the unfortunate consequence that public 
subsidy reinforces the dominance of companies who already lead the rest.  
This would almost certainly disadvantage smaller indigenous companies who 
would wish to compete at the world level.  As one of HIE’s key strategic tasks 
is to see local companies develop to world competitiveness, subsidies for the 
leading firms would make this even harder to achieve.  We therefore suggest 
that the correct policy is to argue for and challenge all such subsidy through 
the World Trade agreements.   
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Specific points on horizontal aid reform (paragraphs 5 – 12).  
8. We support the Committee’s emphasis on risk capital, innovation and R&D 

as priority areas for permitting controlled levels of State Aid, in addition to 
Regional Aid which we contend is equally important.  We also support the 
extension of use of block exemptions by the Commission, primarily on the 
grounds that it provides a means to remove desirable forms of State aid from 
vulnerability to constant referrals to both the Commission and the Courts. 

9. We are not in favour of increasing the ceiling of the de minimis provision, 
which we think requires only periodic upward review to reflect inflation. This 
is because the augmentation of a horizontal framework provision, such as de 
minimis, significantly degrades the already-limited comparative advantage 
afforded to us on a geographic basis by Regional Aid. By contrast, we 
recognise concerns over the complexity involved in cumulating de minimis 
aid. Whilst appreciating the Commission’s concern that cumulation may allow 
levels of aid to be too large, the option of applying a national ceiling to de 
minimis – as has been done for Agriculture and Fisheries – would be 
unacceptable as it compounds the administrative burden.  Perhaps the time 
has come to argue to do away with cumulation of de minimis aid over three 
years altogether. Restricting cumulation to the individual project and relying 
on the relatively low level of the de minimis ceiling and self-regulation by 
Member States would offer a lighter, more appropriate mechanism and could 
be monitored for a trial period.  

10. We would support the Committee in wanting the environmental aid 
guidelines to be made more flexible to permit the provision of incentives 
towards all costs that are not fundable through commercial operations.  We 
also suggest that the current rules, requiring a complex calculation of eligible 
costs, are counter productive and make the guidelines a constraint to 
approving many schemes of a type that they are intended to facilitate.  A 
simpler and more effective approach might be to approve schemes that 
demonstrate assistance at the minimum level necessary to provide an 
incentive.  

11. Services of General Economic Interest. In addition to our comments under 
Regional Aid above, we would add that the provision of broadband networks 
across the whole EU should have been treated as infrastructure.  In the 
Cumbria Broadband case it was highly unfortunate that the Commission 
chose to deal with this as state aid, despite acknowledging the very low level 
potential for distortion of trade.  In this case the decision that aid was 
involved relied only on an inference that it was ‘conceivable’ that State aid 
might be involved, which seems to be a disproportionately low threshold to 
set for the test as to whether to treat the public intervention as State Aid. 
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ENTERPRISE AND CULTURE COMMITTEE 

 
17th Meeting, 2005 (Session 2) 

 
Thursday, 8th September 2005 

 
St Andrew’s Day Bank Holiday (Scotland) Bill – Stage 1 consideration  

 
Introduction  
 
1. The St Andrew’s Day Bank Holiday (Scotland) Bill ("the Bill") was 

introduced into the Scottish Parliament by Dennis Canavan MSP on 9 May 
2005. The Bill has been referred to the Enterprise and Culture Committee 
for Stage 1 consideration of its general principles. The deadline for 
completion of Stage 1 is 6 October 2005.  
 

2. The Enterprise and Culture Committee launched its call for written 
evidence at Stage 1 on 12 July 2005. The closing date for receipt of 
submissions was 24 August 2005.   
 

3. A hard copy of the Bill as introduced, with its policy memorandum and 
explanatory notes, has been circulated to members with this paper and is 
also available on the Scottish Parliament website at— 

 
http://www.scottish.parliament.uk/business/bills/pdfs/billProgress/Progress
_of_St_Andrew's_Day.pdf 

 
Written submissions 
 
4. The Committee received 13 written submissions from individuals and 

organisations as part of its consultation on the Bill. Copies of these 
submissions are attached at annex A.  
 

5. A further 76 people, listed in annex B, contacted the Committee in order to 
express a general opinion on the Bill.   

 
Progress of Stage 1 
 
6. The Committee plans to take oral evidence as part of its Stage 1 

consideration of the Bill on 8 September 2005. The Committee plans to 
take oral evidence from the member in charge of the Bill, Dennis Canavan 
MSP, at its meeting on 13 September 2005.  
 

7. Papers for these meetings, along with the minutes and Official Report, will 
be made available on the Committee’s website: 

 
http://www.scottish.parliament.uk/business/committees/enterprise/index.htm 
 
Stephen Imrie 
2 September 2005  

http://www.scottish.parliament.uk/business/bills/pdfs/billProgress/Progress_of_St_Andrew's_Day.pdf
http://www.scottish.parliament.uk/business/committees/enterprise/index.htm
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WRITTEN SUBMISSIONS  
 
The following submissions were received from organisations giving oral 
evidence to the Committee on 8 September 2005 (17th Meeting 2005) and 
are available with the papers for that meeting on the Committee’s website at:  
 
http://www.scottish.parliament.uk/business/committees/enterprise/index.htm 
 
 
Organisations  Paper Number 
  
Scottish Retail Consortium   EC/S2/05/17/2 
Association of Scottish Visitor Attractions EC/S2/05/17/3 
Scottish Trade Union Congress EC/S2/05/17/4 
CBI Scotland  EC/S2/05/17/5 
Chartered Institute of Bankers in Scotland EC/S2/05/17/6 
FSB Scotland  EC/S2/05/17/7 
 
 
The following written submissions were also received by the Committee and 
are attached:  
 
Organisation/Individual  
 
Bailey, Lucy 
BT Scotland 
Cooper, John 
Nisbet, David  
Robertson, Iain  
Scottish Financial Enterprise  
UNISON Scotland  

http://www.scottish.parliament.uk/business/committees/enterprise/index.htm
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SUBMISSION FROM LUCY BAILEY 
 
I have read the proposal on the Scottish Parliament web site. I run a small 
business: a couple of shops in Stirling and Falkirk and an  internet store. Our 
shops are just about surviving but our internet store is booming (sales up 40% 
this year). We currently run the internet store from our Stirling shop and we 
sell goods to all over the UK, Europe and the world. Last year I took one 
week’s holiday and paid myself the small sum of 12,000 pounds in salary. The 
fact is that running an independent store in Scotland is nearly impossible - the 
sums just don't add up. An internet store can be run from anywhere - it 
doesn't need to be in Scotland. 
 
I am totally AGAINST the imposition of an extra bank holiday. Shops have to 
open on bank holidays. All the extra bank holiday would mean is that I would 
need to give the staff a day in lieu of it. I will then have to cover the days they 
take off, leaving me with no holiday at all. In Scotland we already suffer from 
the imposition of higher business rates than England. An extra bank holiday 
would just add an extra burden I have already looked at the possibility of 
moving our internet business over the border into England where costs are 
lower. An extra bank holiday would make me consider that option far more 
seriously. If I did this I would close our 2 Scottish stores. 
 
We consistently find that takings in both our Stirling and Falkirk stores fall on 
bank holidays. This is because a lot of people simply go off to hotter climates 
for the weekend. 
 
I find it slightly ironic that Dennis Canavan says he has consulted people. One 
of our stores is in his constituency of Falkirk but we have never heard 
anything from him. 
 
Lucy Bailey 
McAree Brothers 
http://www.mcadirect.com 
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SUBMISSION FROM BT SCOTLAND 
BT Scotland welcomes the opportunity to comment on the Bill and supports 
the principal of a St Andrew’s Day holiday. However, we believe for the 
reasons outlined below that the transfer of one of the existing bank holidays to 
St Andrew’s Day would be the preferred option.  

BT Scotland is a significant contributor to the Scottish economy not only in 
terms of the electronic infrastructure but also in terms of employment, income 
generation, investment, sponsorship and community activities. According to 
research carried out by DTZ Pieda, BT Scotland supports the employment of 
approximately, 19,000, individuals in Scotland which is broadly equivalent to 
0.8 per cent of total employment in Scotland. The employment breakdown 
comprises 11,772 direct jobs, 1500 indirect jobs and 5980 induced jobs.  
 
As a major employer the Bill, if passed, has the potential to have a significant 
impact on BT as we have a Universal Service Obligations (USO) we would 
require at the very least a skeleton staff, who in many instances would be paid 
at a premium rate. This would add a significant additional cost to our 
business.  
 
In addition, the timing of the holiday is not ideal from a BT perspective as it 
would fall at a time of year when the weather often turns, as a result we could 
be left with a greater fault backlog than a holiday taken in the summer 
months. Furthermore, as a UK-wide company we would be in favour of 
greater harmonisation of holidays.  
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SUBMISSION FROM JOHN COOPER 
 
As an employer, we already grant our staff in excess of the statutory 
entitlement and would only consider effecting this holiday by removing 
another holiday day from our schedule. 
 
We already have considerable difficulties with bank holidays which do not 
mesh with the rest of the UK and the effects of this are felt well beyond the 
period of closure. 
 
The approximate cost in the Public Sector for this holiday is quoted as 
approximately £42m. We would not welcome this additional tax burden at this 
time when GDP figures are so adverse and when the numbers of employees 
in the Public Sector is rising so quickly. 
 
We note that your remit also encompasses Enterprise – look to the German 
experience and see how they are trying to claw their industry back to being 
competitive after the excesses of the past.  
 
Your committee could possibly use some lateral thinking and lay on some 
special events in the evening to mark the day instead of the easy option and 
highest cost route proposed. Perhaps that will allow us to gauge how much 
public interest actually exists. 
 
Yours sincerely, 
 
John Cooper   
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SUBMISSION FROM DAVID NISBET 
 
I am a law graduate from University of Glasgow, I am currently in California 
for the summer. 
  
I have just witnessed Independence Day, the 4th of July, here in the USA. I 
spent the day with an African American family who all got together had a big 
barbeque, a few drinks, and set off some small red, white and blue fireworks, I 
witnessed people from all different backgrounds celebrating all that is good 
about America. The pride and sense of nationhood is instilled young in the 
children, regardless of where their parents may have come from. In Scotland 
we have a culture of not being very proud of ourselves, we see pride and 
patriotism, such as that in the States, as a flaw and not a good character trait. 
Yet, Scots abroad are numerous and the Diaspora of Scots are proud of their 
country and their heritage. There is a Scottish Society in Central Valley 
California, there are highland games that take place all over this country and 
tartan week in New York. Yet we are one of the few nations that dose not 
have a national holiday. I think it is imperative that we do. Very rarely in 
politics and in life do we get the chance to do something relatively easy that 
can achieve so much good, economically, socially, and for our own sense self 
and country.  
  
St. Andrew's Day should be used to eradicate the Scottish disease of 
introverted insecurity, small mindedness, bigotry, fearing to reach to far in 
case we fail and when we do fail or succeed being shot down, we need to 
change our self image as a small unsuccessful nation to one where we are 
proud of our past achievements and are all pulling together to make it a 
successful, strong, nation where people and business want to be. This cannot 
of course all be achieved by merely designating a certain day as a public 
holiday but that day can be the focal point and the epicentre of a bigger 
political and social agenda, mobilising grass roots community groups, 
business and party leaders to make Scotland better. A "Smart, Successful 
Scotland." 
  
So what should St. Andrew’s day be? The day should be a celebration of our 
pride in our past achievements, the way that Scots have shaped the modern 
world; we should recognize the Great Scots that influenced science and 
technology, medicine, industry, shipbuilding, economics and the law, 
education, philosophy, art, literature, music and architecture. And most 
important of all it should be a day showcasing and celebrating the diverse 
cultures that contribute to make Scotland a great nation. It should be a day of 
fun, celebration, coming together and pride. The day could be used to move 
Scotland from being divided by faith and ethnicity to being united in pride of 
our past, our present and our future. Each year we should recognise Scottish 
achievements in whatever field, at home or abroad, big and small. The First 
Minister should continue to make a St. Andrew’s day speech recognising 
Scotland's achievements over the past year. Recognizing the young, the old, 
black or white, catholic, protestant or Muslim. Outlining the ways we can all 
work together over the next year to make Scotland better, to be a better 
neighbour and better citizen and a better nation.  
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The First Minister has said that he is "yet to be convinced" of the merits. 
However, if the holiday is combined with a determination to make the day 
more than just another public holiday then there are immediate economic 
benefits and potentially very important long lasting cultural benefits. One more 
public holiday is great, but that is all it is without a continued plan and political 
and social consensus to make the day mean something. Scotland desperately 
needs a new identity, now more than ever we do not want groups to feel 
alienated, it desperately needs a sense of pride in what is a great diverse 
country. We need to improve the living standards of Scots and to encourage 
others to live and work here. To do this needs politicians to work together in 
the consensual spirit the Scottish Parliament was designed for. We need 
strong leadership from politicians, community groups and civic-minded 
citizens. But St. Andrew’s' Day will not have any merit as a holiday unless it is 
used as a platform for celebrating our diversity and our pride to be living in 
Scotland. 
  
I would encourage the First Minister to continue the 'One Nation' theme of his 
previous St. Andrew's Day speeches, making it a national holiday rather than 
just a national day would give greater importance, attention and merit to those 
words. 
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SUBMISSION FROM IAIN ROBERTSON 
 
The question shouldn't be why St Andrews day should be a national holiday 
but why isn't it already? 
  
I am currently working in Japan as a teacher and school manager. Scotland 
simply does not exist as an entity in the minds of most Japanese people or 
Asians as a whole. Having previously worked in South Korea and travelled 
extensively across Europe and North America I am acutely aware of how 
many people view our nation. It is a marketing and cultural nightmare as many 
watch such events as the Open Championship from St Andrews and think this 
is a town in England. That will be helpful to the tourist industry when they type 
in English golf holidays into an internet search engine. 
  
Scotland is a nation that is on verge of extinction as an international reality. 
With so much to offer and contribute, culturally and intellectually, to the world 
community we must establish St Andrews day as a national holiday in 
Scotland and launch the day with celebrations and education to the whole 
world.  
  
It is time we stopped questioning why we should celebrate ourselves in 
Scotland and to the world and started doing it. I support St Andrews day as a 
national holiday and I hope the parliament does. 



EC/S2/05/17/9 
 

Annex A 

 9

 
SUBMISSIOM FROM SCOTTISH FINANCIAL ENTERPRISE  
 
Scottish Financial Enterprise (SFE) is the independent organisation, formed in 
1986, that supports and represents the interests of Scotland’s financial 
services industry. Our members encompass all sectors of the industry 
including banks and building societies, general insurance, life assurance and 
pensions, investment managers, asset servicing, corporate finance and 
broking services, professional advisors and support services. 
 
By any measure the financial services industry is of major importance to the 
Scottish economy. The industry accounts for £5bn (nearly 6%) of Scotland’s 
GDP (measured as Gross Value Added). It includes both Scottish companies 
that are leaders in global markets and international companies that are 
investing in bases in Scotland. In the last five years (1999 Q3 to 2004 Q3) 
financial services in Scotland grew by 36.5% while the overall Scottish 
economy grew by 9.5% and the whole of the UK financial services industry 
grew by 17.5% in the same period. The financial services industry accounts 
for one in 10 Scottish jobs, with over 108,000 people directly employed in the 
industry and over 100,000 more employed in support services. 
 
It is reasonable that the Scottish Executive is giving due consideration to the 
potential for a Scotland-wide holiday on St Andrew’s day. However, following 
consultation with our members, we believe that an additional bank holiday will 
not achieve the proposed objective of ensuring a public day of celebration in 
Scotland and may have negative consequences for financial services 
companies, particularly banks, and the wider business community in Scotland. 
 
Implications to banking activity 
 
Bank holidays are not public holidays, as many people assume. Several 
businesses and schools remain open on bank holidays and banks, if they so 
choose, are free to trade on bank holidays under the Banking and Financial 
Dealings Act 1971. The Scottish banks agreed in 1996 that they would 
conform to bank holidays observed by the banks based in England.  
 
This decision enables customers to access banking services across the UK 
without any complications of delayed transaction flows or potential overdraft 
situations that had previously occurred on days that banks in Scotland were 
closed when banks in the rest of the UK were functioning as usual. Creating a 
new bank holiday that applies only to Scotland could cause public confusion 
that would be detrimental to banks and their customers. It is uncertain 
whether any bank operating from Scotland would formally adopt an additional 
bank holiday since such a move would be contrary to the banking 
community’s established aim of having a uniform approach to banking 
practice across the UK.  
 
Were banks in Scotland to close for another Scottish bank holiday, there are 
many potentially negative implications for banking customers, including the 
following: 
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1 Transactions between banks would be delayed. This would mean that 
businesses would have to pay in salaries and other payments at an earlier 
date. 
 
2 Cheque clearing would be delayed, thus potentially delaying when 
customers could access their funds. 
 
3 Retail customers who became overdrawn and were unable to pay in cash to 
a branch could be faced with overdraft charges. 
 
4 Credit card customers whose payments were delayed by a St. Andrew’s day 
bank holiday could face late payment charges. 
 
Potential impact on Scotland’s competitiveness as a business location 
and Scotland’s productivity 
 
Our labour market flexibility is an asset to Scotland and one of the reasons 
why major financial services companies and other businesses choose to 
invest here. There is an increasing trend among businesses not to take set 
local public holidays since observing these undermines smooth international 
business operations – an important issue for our financial services industry 
which operates around the world. 
 
Any attempts to force businesses in Scotland to close on a particular day 
would reduce business flexibility and competitiveness. These factors should 
be carefully considered before any steps are taken that could potentially 
undermine Scotland’s competitiveness as a business location and Scotland’s 
productivity. 
 
If businesses chose not to close on an additional bank holiday, the likelihood 
is that most of the public sector would implement the holiday closure. 
Therefore in order to compete effectively in the labour market, companies 
could be forced to increase holiday entitlement to employees, which would 
also have a detrimental impact on their competitiveness. SMEs in the financial 
services industry and other industry sectors could be particularly affected as 
they would find it harder to attract staff without providing the same holiday 
entitlement as larger organisations and would be likely to suffer a 
proportionally greater impact on their cost base. 
 
Implementing an additional public holiday would add further to public sector 
costs and place increased demands on taxpayers and the wealth-creating 
sectors of the economy. 
 
In summary we therefore advise that the negatives outweigh the possible 
gains from the proposal and the Scottish Executive should not be taking any 
action that could undermine its stated priority of growing the Scottish 
economy. 
 
Further comment and information 
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Scottish Financial Enterprise would be very pleased to provide further 
comment on any of the issues we raise in this response. Please contact 
Amanda Harvie, Chief Executive, Scottish Financial Enterprise, 91 George 
Street, Edinburgh EH2 3ES, Scotland, U.K. Tel: +44 (0)131 247 7700; Fax: 
+44 (0)131 247 7709 
 
E-mail: info@sfe.org.uk. 
 
For more information about SFE and Scotland’s financial services industry, 
please visit our website at 
www.sfe.org.uk. 
 

mailto:info@sfe.org.uk
http://www.sfe.org.uk


EC/S2/05/17/9 
 

Annex A 

 12

SUBMISSION FROM UNISON 
 
Introduction  
 
This paper constitutes UNISON Scotland’s response to the consultation by 
Enterprise and Culture Committee of the Scottish Parliament on the St. 
Andrew’s Day Bank Holiday (Scotland) Bill. 
  
UNISON is Scotland’s largest trade union representing around 150,000 
members working in the public sector in Scotland.   
 
UNISON Scotland welcomes the opportunity to respond to this consultation 
exercise.   
 
Celebrating St Andrew’s Day 
 
UNISON Scotland believes there would be a positive impact on having a 
national holiday concentrating on Scotland as a nation. A day concentrating 
on Scotland’s past and future would help to galvanise the nation as seen in 
the opening ceremony for the new Scottish Parliament building.  This would 
be beneficial to the tourist industry as a means of promoting Scotland not only 
abroad but also at home.  If combined with holding the holiday on either a 
Friday or Monday to produce a long weekend, this could encourage Scots to 
take short breaks within the country at a time of the year when the tourist 
industry is usually quiet. 
 
The STUC already celebrate St Andrew’s day with a march and rally against 
fascism and racism.  By having this day as a bank holiday it would provide 
further emphasis to the STUC rally. 
  
In providing employees an extra days holiday this would help reduce the 
stress-related illness of working long hours and could provide a positive 
benefit to Scottish business. 
 
Creating a new bank holiday 
 
Scotland, along with England and Wales, has the lowest number of public 
holidays in the EU with a figure of only 8 whereas the maximum is 15 days 
and the average is 12 days.  Introducing a new bank holiday helps bring 
Scotland closer to the EU average.  This would have benefits to employees 
who already suffer from some of the longest working hours in Europe.  
 
There may be some opposition from businesses to establishing this holiday in 
Scotland either through a complaint about loss of competitive advantage or 
through having different bank holidays than the rest of the UK.   
 
However as this would be a national holiday and the majority of companies in 
Scotland would be expected to participate this would limit any fears of a loss 
of competitive advantage.   
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Also there are already different bank holidays across the UK – with Northern 
Ireland actually having two more bank holidays than everyone else, so this 
should not have a serious impact on the Scottish economy in itself. 
 
Which Day? 
 
As mentioned above there is a positive case to be made about holding the 
holiday on the closest Monday or Friday to St Andrews Day.  Not only would 
there be the benefits to the tourist industry as mentioned above but a regular 
fixed date would be easier for businesses to plan into their working year and 
would limit any possible economic problems that such a holiday may impose. 
 
However as a number of existing bank holidays tend to fall on a Monday there 
may be a case for holding St Andrew’s Day Bank Holiday on a Friday.  
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LIST OF THOSE ORGANISATIONS OR INDIVIDUALS EXPRESSING A 
GENERAL OPINION ON THE BILL 
 
Expressions generally in favour of the Bill (64): 
 
Allan,  Mr And Mrs D 
Allan, Alasdair 
Anderson, Alexander 
Anderson, John A 
Baldwin, David 
Bennett, Eric 
Birney, Ross 
Boyce, John  
Brockie, Keith 
Brownlee, Bill 
Byfield, Rab 
Carnegi, Roy 
Clark, Carriona C  
Clark, William M 
Conaghan, Eddie 
Cowin, Steven (Aon Consulting Ltd) 
Culham, Douglas Archibald 
Drummond, G Deas 
Duncan, Alistair R 
Eachan 
Gilmour, Neil 
Goldie, Brian 
Gordon, Carrie 
Haswell, Rosie (Edinburgh International Festival) 
Hayter, Simon 
Huston, Jan and Bob 
Kurilla, Andrew 
Leadbitter, Graham 
Lindsay, Wm. Andrew 
MacCoinnich, Aonghas  
Macfarlane of Bearsden, Lord Norman  
MacPherson, Callum 
Maxwell, Gene 
McCorkell, I 
McEwan, Gavin 
McGinty, Brian R  
McGrath, William 
McIntyre, Norma 
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McKay, Bill 
McLachlan, Frazer 
McLean, David L 
McLennan, Grant 
Mhoireach, Ceditidh 
Morris, Donald 
Munro, Pat 
Newman, John 
Nickerson, Stuart (Solubus Ltd) 
Palmer, Jaibo 
Paulton, Robert J 
Powell, Maggie 
Robb, Steven 
Robertson, E and A  
Sandeman, Elaine and Don 
Scott, Sandra, Tony, Alasdair & Liane 
Shackman, Julie 
Shirra, David (Reed Accountancy) 
Smith, Christine 
Sproat, David 
Struthers, Richard (Reed Accountancy) 
Stewart, Dr James 
Taggart, John P 
Whittet, Mark R 
Wilkinson, Eileen & Peter 
Wilson, Andrew C 

 
Expressions generally opposed to the Bill (12):  
 
Craig, James (Carscallan Farm) 
Harper, Lindsay 
MacBeth, Heather 
MacBeth, Alan 
MacDonald, Alistair 
Menzies, Alasdair 
Moir, Ian 
Mullay, A.J 
Mullay, Marilyn 
Ross, E.H 
Sinclair, Ian 
Wicks, Mike 
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Enterprise and Culture Committee 
 

Meeting 8 September 2005 
 

Committee Work Programme (Revised) 
 

Introduction  
 
At its meeting on 8 February 2005, the Committee considered and agreed a 
revised forward work programme for 2005. Since then, a number of new 
issues have arisen and timings of planned events have inevitably changed, for 
example, the Committee now expects to receive the Bankruptcy Bill in mid- to 
late-October and has had to reschedule its expected Employability Inquiry.  
 
Therefore, it is necessary to revise the original work programme decided 
in February 2005, and such proposals are outlined below. These cover 
the period to spring 2006. 
  
September to the Christmas recess 
 

• St. Andrew’s Day Bill – commence oral evidence taking on 8 
September and complete on 13 September, with a view to 
consideration of the stage 1 report on 20 and, if necessary, 27 
September. This timetable has been agreed to previously by the 
Committee. The first day of consideration of the Bill at stage 2 is likely 
to commence on 8 November. 

  
• Football Inquiry – take the final oral evidence from previously identified 

witnesses on 13 September and discuss emerging issues and tentative 
conclusions (in private) at the same meeting, with a view to 
consideration of a final report on 27 September. 

 
• Business Growth Inquiry – continue with oral evidence taking sessions 

including: panel in investment challenge (20 September); 
transport/communication/education panels (27 September); informal 
round table session on social enterprises (4 October); fact-finding visits 
(w/c 24 October); visit and formal committee meeting with Minister and 
chief executives of enterprise agencies, in Thurso (14-15 November) – 
with a view to then considering a final report and publishing before the 
Christmas recess. 

 
• Consideration of the Executive’s 2006-07 budget – it is proposed to 

hold the evidence taking session with the Deputy First Minister, 
Minister for Tourism, Culture and Sport and officials from the enterprise 
agencies on the 1 November, with a view to considering a report on 8 
November in order to report to the Finance Committee. 
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• Committee Awayday on 21 November – to discuss: business growth 
inquiry and issues for final report; any activities in relation to the 
Cultural Commission’s report and the views of the Executive; ideas for 
the work programme for 2006-07, and the proposed Employability 
Inquiry.  

 
• BBC reviews and Ofcom reviews – there will be a one-off meeting on 

29 November with senior representatives of BBC Scotland and with 
Ofcom to review progress with the respective reviews. 

 
Post-Christmas recess until spring 2006 
 

• Bankruptcy Bill – its is anticipated that the Committee will be 
undertaking stage 1 consideration of the Bill during this period, and 
possibly starting stage 2.  

 
• Employability Inquiry – depending on when the Scottish Executive 

publishes its employability framework, the Committee will need to 
consider when to start its Inquiry, which may be during this period. 

 
Meeting schedule 
 
Weekly meetings are planned from 8 September, with the normal Tuesday 
afternoon pattern recommencing on 13 September. It is expected that the 
Committee meets weekly, at least until the Christmas recess. This includes an 
informal meeting on the 4 October.  
 
Recommendation  
 
The Committee is invited to consider and agree the proposed work 
programme for the remainder of 2005 and the beginning of 2006.  
 
Alex Neil 
Convener 
2 September 2005   
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