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The Committee will meet at 2 pm in Committee Room 4.  
 
1. Items in private: The Committee will consider whether to take items 5 and 6 in 

private. 

2. Inquiry into business growth: The Committee will take evidence from— 

Nicol Stephen MSP, Deputy First Minister and Minister for Enterprise and 
Lifelong Learning, Graeme Dickson, Head of Enterprise and Industrial Affairs 
Group, Ian Howie, Head of Business Growth and Innovation Division, Jane 
Morgan, Head of Enterprise Networks Division, and Rosemary Winter-Scott, 
Head of Transitions to Work Division, Scottish Executive Enterprise, Transport 
and Lifelong Learning Department.  

 
3. Subordinate legislation: The Committee will consider the following negative 

instruments— 
 
the Glasgow School of Art (Scotland) Amendment Order of Council 2005, 
(SSI 2005/525);  

 
the Education (Graduate Endowment, Student Fees and Support) (Scotland) 
Amendment (No.2) Regulations 2005, (SSI 2005/545);  
 
the Electricity from Non-Fossil Fuel Sources (Scotland) Saving Arrangements 
Order 2005, (SSI 2005/549).  

4. Business in the Parliament: The Committee will consider progress with plans 
for business in the Parliament events in 2006. 

5. Inquiry into reform of Scottish football: The Committee will discuss a revised 
draft report. 

6. Reform of bankruptcy and diligence law: The Committee will consider a list of 
candidates for the post of adviser to the Committee on forthcoming legislation to 
reform bankruptcy and diligence law.  
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Enterprise and Culture Committee 

Inquiry into business growth 

Submission from the Scottish Executive 

Introduction 
1. As the Committee is aware, the Scottish Executive’s overarching 
strategy for increasing economic growth through dynamic competitiveness 
and, in particular, higher productivity is set out in The Framework for 
Economic Development in Scotland (FEDS).  FEDS is based on the 
underlying principle that growth is primarily determined by the success of 
private enterprises that can compete effectively both domestically and 
throughout the world.  While government can make an important contribution 
by creating an environment where enterprise can flourish, it is the dynamism 
of the private sector on which future prosperity depends.  The Executive’s role 
is therefore to complement private enterprise and encourage increased 
productivity and competitiveness.   
 
2. Within the Framework, the devolved Scottish government has identified 
five key drivers of economic development that are especially important and to 
which it will give priority. 
 
3. These are key elements in promoting both private sector and public 
sector productivity: 
 
• basic education and skills: crucial to any strategy for economic growth 

and the bedrock for the foundation of a competitive economy;  
• research & development and innovation: the foundations for 

improvements in productivity and for sustainable global competitiveness;  
• entrepreneurial dynamism: the creation of new enterprise and a positive, 

risk-taking attitude to enterprise are central to the establishment of a 
dynamic economy;  

• the electronic and physical infrastructure: joining business to business, 
consumer to business, and ensuring the efficient movement of goods, 
people, and ideas to the right places at the right times; and  

• managing public sector resources more effectively: improving the 
efficiency and effectiveness with which resources are deployed in the 
provision of public services. 

 
4. FEDS underpins the Executive’s enterprise strategy, A Smart Successful 
Scotland (SSS), one of the key themes of which is “growing businesses”.  The 
structure of our evidence to the enquiry is based upon the challenges to 
growing businesses and learning and skills identified in SSS.  This is 
supplemented by discussion of other issues relating to the business 
environment.  The paper represents a standalone document and is not 
intended as a response to the work of the Committee to date.     
 
5. Any discussion of business growth needs first of all to acknowledge that 
the macroeconomic climate plays a key role, though this is a policy area 
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reserved to Westminster.  Macroeconomic stability, with low interest rates and 
inflation and an effective counter-cyclical economic policy, which has seen the 
UK and Scotland avoid recession during the recent global downturn, has been 
a benign influence on the business environment.   
 
6. It is important to recognise the regional dimension to business growth.  
Resource endowments and economic legacies vary across Scotland, which 
means there are different development challenges.  Some local economies 
are overheating, with pressure on skilled labour supply and traffic congestion.  
In other areas, traditional industries are in decline, with business and public 
services suffering from a loss of critical mass.  Regional intervention to reduce 
the local constraints on economic adjustment and dynamism can help to 
address such challenges.   

Reasons for intervention 
7. Market failure describes inefficiencies which arise due to imperfections in 
the market system.  There are various types of market failure which may 
justify interventions to aid small and growing firms.  An example relates to 
information gaps, or “asymmetries”:  
 
• Providers of finance do not have full information about lending/investment 

opportunities which can lead to greater uncertainty about levels of risk and 
lower the likelihood that lending/investment will be approved, even for 
otherwise viable projects.  Businesses with projects which only realise 
returns in the longer-term may also face financing difficulties; and that  

• In terms of advice to small firms, for example, accessing information about 
regulations and help in the form of loans and grants could prove difficult for 
some firms or potential entrepreneurs.  This may constrain start-ups and 
business expansion.   

 
8. The background analysis to FEDS1 examines market failure in various 
policy contexts, including R&D and innovation, whereby the inability of firms to 
capture the full benefits of their research, including spillovers to the wider 
economy, results in the under-provision of research.    
 
9. Geographical rigidities, including those relating to regional labour and 
housing markets, may hinder regional economic development with the result 
that the public sector intervenes to try and promote local entrepreneurship, 
and inter-regional market failures may arise where the social costs, for 
example of congestion in booming areas, exceed private costs.   
 
10. Establishing the existence of market failure is by no means wholly 
sufficient to justify public involvement.  This requires that intervention should 
aim to tackle the causes rather than the consequences of market failure.  The 
issue is where public intervention is most effective.  That means identifying 
the specific market failures that can be effectively addressed by public 
intervention.   

                                                 
1 “Background Analysis to the Framework for Economic Development in Scotland”; Scottish 
Executive, 2004. 
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11. Market failure is not the only justification for government intervention; 
there may be equity grounds or other reasons.  Government can intervene to 
improve the business environment generally, be that to encourage positive 
attitudes to entrepreneurship or improve transport infrastructure. 

Entrepreneurial attitudes 
12. SSS identifies entrepreneurial attitudes, creativity and drive as 
increasingly being differentiators that lead to success.  It stresses that these 
attitudes and behaviours are not only relevant to rates of business start-ups 
but also to innovation in established businesses, the public and voluntary 
sectors and education establishments, while FEDS highlights the need for 
positive and supportive attitudes towards business.  The Committee will no 
doubt be aware that there has been considerable debate around whether 
Scottish attitudes to business, risk and success in general are restricting 
economic development.  A focus on wider attitudes in Scottish society has 
attracted most attention: it has been claimed that there are anti-business, risk-
averse tendencies within the Scottish psyché which, combined with an 
aversion to “getting above oneself”, constrain entrepreneurial dynamism.  
 
13. Evidence to support this conjecture is mixed.  Global Enterprise Monitor 
(GEM)2 and MORI/Scottish Enterprise3 survey findings suggest that Scotland 
lags behind the UK in terms of attitudes to entrepreneurship.  However, both 
surveys show evidence of the gap closing.  Moreover, results from the 
Household Survey of Entrepreneurship 2003 carried out by NOP for the Small 
Business Service and the Scottish Executive found very few statistically 
significant differences between respondents in Scotland and England when 
asking people about their attitudes to entrepreneurship.  Finally, econometric 
research has found no separate “Scottish” effect which lies outside more 
usual economic factors, for example, household income, demographics and 
wealth.  However there is no question that an increase in entrepreneurship 
offers significant economic benefits. 
 
14. Actions to engage this cultural question include the following:   
 
• SSS stresses the leading role of the education system in developing the 

skills, experience and behaviours which support creativity and 
entrepreneurship.  Determined to Succeed (DtS) – is a major strategy 
which sits within the education system. Launched in March 2003 DtS aims 
to instil enterprise and enterprising values in our young people, better 
preparing them for the world of work. DtS has 4 key themes – enterprising 
education, entrepreneurial education, work based vocational learning with 
a relevant qualification for 14 years plus and appropriately focused career 
education.  It aims to help Scotland’s young people develop self-
confidence, self-reliance and ambition to achieve their goals - in work and 
in life.   

                                                 
2 Global Entrepreneurship Monitor; Hunter Centre of Entrepreneurship, University of 
Strathclyde 2005. 
3 “Attitudes to Entrepreneurship”; MORI/Scottish Enterprise 1999. 
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• The Executive’s Fresh Talent initiative can also play a key part, since there 
is some evidence that migrants to Scotland and elsewhere tend to be more 
entrepreneurial.  For example, the most recent GEM found that migrants 
from abroad and particularly from the rest of the UK were considerably 
more likely to be engaged in entrepreneurial activity than native-born 
Scots.  The aim of Fresh Talent is to attract bright, talented, hard working 
people who can make a positive contribution to the Scottish economy, and 
promote diversity.  In October 2004 the Scottish Executive opened the 
Relocation Advisory Service, a one stop shop advice service designed to 
offer help and assistance to anyone thinking of moving to Scotland.  

• A Centre for Confidence and Well-being has been set up in Glasgow to 
research related issues with funding from the Executive and the Hunter 
Foundation.   

 
15. There has been a debate about the ambitions, capability and 
commitment to innovation of existing business managers.  A UK government 
report4 highlighted the role of poor management and leadership in 
constraining competitiveness.  Policies such as the Investor Readiness 
Programme aim to raise the aspirations of managers and have been generally 
well-received.  Business Mentoring Scotland brings together experienced 
business mentors to guide and support new and growing companies although 
this is necessarily offered to a limited number of companies.   

Business starts 
16. The development of new firms is set out in FEDS as one of the prime 
drivers of growth in the Scottish economy.  SSS notes that the rate of start-
ups is an indicator of potential for economic growth; a high rate of business 
births drives up levels of competitiveness and productivity.  This is an area 
which has had past consideration by the Committee and academics.  
Research5 has attributed 30-50 per cent of productivity growth in the UK and 
US to the entry and exit of firms in their markets, as firms are replaced by 
more competitive enterprises in the important process of business churn.  
Some academic research (see section 5) shows that increasing the number of 
start-ups can have the effect of increasing the number of high-growth 
businesses, while data on firm survival between 1973 and 1999 shows that 
the percentage of VAT registered firms remaining registered during the VAT 
year is remarkably stable, even across the economic cycle.  This may mean 
that an increase in the birth rate feeds through to an increase in the stock of 
firms.  Following the global downturn in flows of Foreign Direct Investment 
(FDI) and the withdrawal from Scotland of some foreign-owned enterprises, 
particularly in the electronics sector, the creation of domestic firms has 
assumed a position of renewed importance.  As global FDI flows pick up again 
from 2004 onwards a balanced approach to encouraging both indigenous 
start-ups and inward investors is important for the sustained growth in the 
economy. 
 
                                                 
4 “Managers and leaders: raising our game”; Centre for Excellence in Management and 
Leadership (appointed in 2000 by the then DfEE and DTI), 2002  
5 “Productivity in the 1990s: Evidence from British Plants”; Barnes and Haskel, mimeo, Queen 
Mary College, University of London, 2000. 
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17. Chart 1 shows the number of businesses registering for VAT in 2003 in 
Scotland, the other UK regions/countries and the UK as a whole.  This is an 
indicator of the number of business start-ups but excludes most of the very 
small one person businesses.  With 29 new business registrations per 10,000 
resident adults, Scotland has a relatively low rate of business starts compared 
with the UK figure of 40.  The UK figure is boosted by a higher number of 
start-ups in London and the South East; their exclusion results in the UK 
figure falling to 35 per 10,000 resident adults.  Scotland also has a lower stock 
of VAT-registered firms: 307 per 10,000 resident adults compared with the 
UK’s 378.  Scotland’s relative position on these measures has changed little 
over the long term. 
 

Chart 1.  VAT registrations per 10,000 resident adults by 
Government Office Region / Country, 2003 
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18. GEM evidence allows an international comparison.  Table 1 below 
benchmarks the total entrepreneurial activity (TEA) rate (the proportion of the 
adult population who say they were actively setting up a business or had set 
one up in the previous 42 months) for Scotland for both 2003 and 2004 
against the UK, the Global TEA rates, the 17 GEM countries included from 
2000-2004, a sub-group of 14 European countries and a group of small high 
income nations6.   
 

                                                 
6 Denmark, Finland, Ireland, New Zealand, Israel and Norway.   
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Table 1: Scottish and benchmark TEA rates 2003-2004 
  

  TEA 

Scottish TEA as a 
% of other TEA 

rates 
  2003 2004 2003 2004 
Scotland 5.5 5.1 n/a n/a 
UK 6.4 5.8 86 88 
Global TEA rate  7.5 9.3 73 55 
17 GEM countries 2000-
04 8.7 8.4 n/a 60 
14 European Countries 5.6 5.1 100 100 
5 small high income 
nations average 8.4 7.8 65 65 

 
19. The table shows that the TEA rate in Scotland declined from 5.5 per cent 
in 2003 to 5.1 per cent in 2004.  Whilst lower than the UK figure of 6.4 per 
cent it is not significantly different in statistical terms.  In comparison the global 
TEA rate increased to 9.3 per cent, but this was almost wholly due to a 
change in countries participating in GEM 2004 (neither India nor China were 
included in 2004).    Therefore, while Scotland’s TEA rate as a percentage of 
the global TEA rate declined from 73 per cent in 2003 to 55 per cent in 2004, 
it has remained unchanged as a percentage of the other benchmark country 
groups.   
 
20. Commentators have suggested a number of reasons for Scotland’s low 
VAT registration rate, including lower household income, wealth and home 
ownership; ageing population; smaller existing business base; under-
representation of business services in the economy; and higher proportion of 
UK public sector employment,7 as well as attitudinal differences discussed in 
the previous section. 
 
21. Policies to support start-up activity include the following: 
 
• There are now 44 Business Gateway outlets (plus a website) which offer 

start up information, support and advice to people interested in running 
their own business in the Scottish Enterprise area.  Equivalent services for 
start-ups are available through the Local Enterprise Companies in the 
Highlands and Islands area.  These are bringing improved access to 
consistent, quality business support provided by the public sector.  They 
also offer current, relevant business information for growing firms.   

• A new High Growth Start-Up Unit has been established in Scottish 
Enterprise, which aims, over three years, to generate 30 high growth starts 
capable of reaching a turnover individually of £5m.   

• The Enterprise Networks’ have established a National Unit for Women’s 
Enterprise and have recently published Sharpening the Focus, their 

                                                 
7 “New Firm Policies and Job Creation”; Botham and Simpson, Training and Employment 
Research Unit, University of Glasgow, 2004.  “New Firm Formation in the British Counties 
with Special Reference to Scotland”; Ashcroft, Love & Malloy, Fraser of Allander Institute, 
University of Strathclyde, 1991. 
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strategy for women’s enterprise.  A challenging target has been set: to 
increase the proportion of the self-employed who are women from 26 per 
cent in 2003 to 28 per cent in 2009, i.e. an increase of about 10 per cent in 
the 11,000 women who become self-employed each year.   

• The new Business Start-Up Grant pilot offers £1,000 grants to young 
people aged between 18-30 who want to start a business in the Scottish 
Enterprise area.  Highlands and Islands Enterprise has its own grant 
assistance scheme to support business start-ups. 

Growing firms 
22. As the committee knows there has been increasing discussion as to 
whether public assistance should focus more on helping firms grow than on 
encouraging more starts.  SSS comments that “increasing new business 
starts are not enough to impact significantly on overall productivity.  There 
remains significant scope to improve productivity levels in established 
businesses and, while Scotland has successful, innovative businesses, we 
lack a critical mass of larger businesses.  A key challenge is growing and 
sustaining businesses of scale – both nationally and relative to others in their 
local area.”8  An independent review of Scottish Enterprise’s Business Birth 
Rate Strategy (BBRS) argued that the organisation ought to increase the 
proportion of its programme spend on high-growth starts because “additional 
high-growth starts offer the potential for a significant direct contribution to the 
economy … while the probability of displacement is lower given their focus on 
new products and processes and their greater export orientation.”9  Some 
research10 argues that public assistance should concentrate on existing high-
growth firms (i.e. not on starts) which demonstrate a wish to continue growth.  
The key challenge in this type of targeting in this way is in identifying suitable 
firms.  However, other research11 finds that variations in the employment rate 
are more closely correlated with the overall business birth rate than with the 
number of high-growth new starts, i.e. the volume of new starts is more 
important for job creation than the volume of high-growth new starts.  Scottish 
Enterprise is currently looking into the evidence as part of the organisation’s 
strategy development.   
 
23. It is important to recognise the economic impact of larger firms.  Official 
figures show that, in 2003, there were 2,270 enterprises in Scotland with over 
250 employees.  These employed over 860,000 people.12  A related issue is 
the economic effect of headquarters.  A recent study13 identifies only a 
modest impact in terms of employment but argues their main contribution is in 
longer term developmental effects through spillovers, such as innovation and 
                                                 
8 “A Smart Successful Scotland: Strategic Direction to the Enterprise Networks and an 
Enterprise Strategy for Scotland”; Scottish Executive, 2004. 
9 “Promoting Business Start-ups: A new Strategic Formula”; Fraser of Allander Institute, 
University of Strathclyde, 2001. 
10 “Understanding the Small Business Sector”; Storey, 1994. 
11 “New Firm Policies and Job Creation”; Botham and Simpson, Training and Employment 
Research Unit, University of Glasgow, 2004. 
12 Scottish Economic Statistics, 2004. 
13 “Corporate Headquarters in Scotland:  Their Nature and Contribution to Scotland’s 
Economic Development”; Botham, Training and Research Unit, University of Glasgow, 2005. 
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supply linkages.  FEDs stresses the importance of creating the economic 
environment  that  attracts  new  corporate headquarters  to  and  retains  
existing  ones  in  Scotland.    Their presence is seen to be beneficial to the 
Scottish economy: they create high-quality employment and generate a strong 
demand for business services.  The Executive also recognises the importance 
of retaining  international  business  headquarters  for  reinforcing  Scotland’s  
reputation  as  an outward-looking and dynamic economy.  
 
24. Interventions to promote growing businesses include the following: 
 
• Account management: In addition to the services provided directly by 

Business Gateway in the Scottish Enterprise area, a more hands-on 
approach is taken by the Local Enterprise Companies (LECs) directly in 
assisting growth businesses through a client and account managed 
process.  The scale of the services provided differ depending on the 
expected scale of growth. 

• The Scottish Enterprise High Growth Start-Up unit (see previous section).   
• The Investment Readiness Programme, operated by the Scottish 

Executive, provides support to help business improve their propositions to 
potential investors, aiming to raise the aspirations of business managers 
about the growth potential of their businesses.  Interim evaluation shows 
encouraging results, though with a significant amount of finance accessed 
from public sources as well as from the private sector. 

• Regional Selective Assistance is also available to aid investment and 
employment in the assisted areas.  The scheme seeks to enable or lever 
additional investment in order to secure or generate new employment in 
EU designated Assisted Areas.  The objective of the scheme is to secure 
employment in disadvantaged areas by assisting projects which otherwise 
would not have gone ahead.  The existing evaluation evidence confirms 
that the scheme is effective in supporting investment and employment, 
though there is some debate about the true net effect of this type of 
assistance, which partly reflects the difficulty in ascertaining the 
counterfactual i.e. what would have happened without the investment 
assistance.  RSA can be paid to domestic or foreign firms – for the latter it 
is a key tool for Scottish Development International (SDI) in attracting 
foreign direct investment (FDI), which can be seen as an immediate 
means of delivering the benefits of high-growth firms. 

FDI 
25. Despite a global downturn in foreign direct investment (FDI) in the early 
part of this decade and the relocation of some foreign owned plants to lower 
cost locations, the presence of foreign owned enterprises in Scotland remains 
significant.  A return to growth in many countries, especially the US and 
across Asia, has led to a moderate rise in FDI projects in the last year.  
Scottish Development International (SDI) overseas staff numbers will increase 
by 60 per cent in 2005-06 to help secure more such projects (especially high 
value added ones) for Scotland.  Whilst accounting for just 1 per cent of all 
registered enterprises, foreign firms represent 12 per cent of non-government 
employment and contribute 23 per cent of all Scottish based enterprises’ 
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turnover excluding financial services.14  Productivity (gross value added per 
employee) in foreign owned firms also tends to be higher than in Scottish 
firms.  For example, in the manufacturing sector productivity in foreign owned 
firms is over 60 per cent higher, whilst in the service sector productivity is over 
20 per cent higher.15  Wages, as measured by labour costs per employee, are 
also higher in foreign owned manufacturing and service sector firms than in 
Scottish owned firms.  This suggests that jobs in foreign owned manufacturing 
plants are not merely assembly jobs.  Foreign owned companies also 
contribute a significant proportion of Scotland’s business expenditure on R&D 
– 70 per cent of the total in 2002.  
 
26. Flows of inward investment into Scotland have contributed strongly to 
the development and changing structure of the economy over the last twenty 
years.  In particular, foreign investment in electronics was an important source 
of employment growth and acted to significantly restructure manufacturing in 
Scotland following the decline of domestic heavy and other manufacturing 
industry.  FDI offers a number of additional benefits, including technology 
transfer and improved innovation.  The key downside is that international firms 
are less tied to a region; those with cost-sensitive lower value added activities 
are more likely to relocate to low cost locations.  This process has occurred in 
Scotland in recent years.  Inward investment projects supported by SDI have 
fallen since the beginning of the decade in line with the global slump in FDI 
inflows as reported in table 2 below.  This is a major reason why SDI no 
longer targets volume alone and now actively focuses on high value FDI, in 
2003-04 securing more than 1200 planned jobs through inward investment in 
the high skill areas of research, design and development or with salaries 20 
per cent above the Scottish average 
 

                                                 
14 Inter-Departmental Business Register, 2003. 
15 Annual Business Inquiry, 2003. 
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Table 2: Inward Investment Projects Supported by SDI 

 Projects Jobs Investment (£m) 

1998-
1999 78 10,867 761.2 
1999-
2000 91 19,334 650.1 
2000-
2001 102 14,346 1763.3 
2001-
2002 59 6,386 272.2 
2002-
2003 57 7,159 205.2 
2003-
2004 65 5,475 231.5 

 
27. The decline in inward investment into Scotland reflects a global 
downturn in FDI in recent years and an effect that has also been felt across 
the UK as a whole.  For comparison, table 3 reports the share of Scottish 
projects reported to UKTI as a proportion of all projects reported to UKTI.  In 
terms of employment secured, with the exception of 1998-99, Scotland has 
still performed better than the UK as a whole over this period.   
 
Table 3: SDI Reported Projects as % of all Projects Reported to UKTI 

Year Projects (%) Jobs (%) 

1998-1999 8.3 6.2 
1999-2000 9.4 10.1 
2000-2001 8.4 11.0 
2001-2002 7.6 12.6 
2002-2003 6.9 9.8 
2003-200416 12.5 9.9 

 
Access to Finance 
28. SSS notes that access to finance continues to be a barrier to growth for 
some companies.  Surveys show that finance is cited as by far the biggest 
obstacle to starting a business.17  However, survey evidence for small 
businesses shows that, over time, finance has been mentioned less often as a 
problem for firms.18  The current low interest rate environment is a major 
factor and also, with an increasingly competitive UK finance market, banks 
appear to be paying more attention to the needs of small and growing firms.  
A key source of finance for growing firms, apart from commercial lending, is 

                                                 
16  These figures do not cover all FDI flows in the UK.  They reflect those projects reported by 
UK Investment Promotion Agencies to UK Trade & Investment.  2003-04 figures cover only 
those projects directly assisted by UK Investment Promotion Agencies. 
17 Global Entrepreneurship Monitor; Hunter Centre of Entrepreneurship, University of 
Strathclyde 2005.  “Attitudes to Entrepreneurship”; MORI/Scottish Enterprise 1999. 
18 NatWest/SERTeam Quarterly Survey of Small Business in Great Britain, 2005. 
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equity capital.  Here, recent studies19 have found considerably more venture 
capital available in Scotland than previously thought, though access by 
Scottish businesses, especially technology based start-ups, remains an issue. 
Nevertheless, these studies also found evidence that the high transaction cost 
of screening means that smaller projects are much less likely to be able to 
attract venture capital investment.   
 
29. Policy, therefore, can take two forms.  First, programmes to improve 
signalling, such as the Investment Readiness Programme, help growth 
businesses with the cost of developing robust proposals to attract equity 
investment.  Second, the public sector can provide finance targeted at 
particular points in the firm cycle.  Policies include the Scottish Co-Investment 
Fund, a programme of co-investment in a range of new and existing private 
sector led equity funds; and the Business Growth Fund, now redesigned as a 
debt and equity vehicle for investment in new and early stage growth 
businesses.  The Small Firms Loans Guarantee Fund guarantees loans from 
the banks and other financial institutions for small firms that have viable 
business proposals but who have tried and failed to get a conventional loan 
because of lack of security.  This is a UK wide policy but has a high rate of 
take-up in Scotland. 

Innovation  
30. FEDS identifies innovation as a key determinant of technical change and 
productivity in the Scottish economy.  Around two-thirds of total factor 
productivity growth in the UK is explained by innovation, while differences in 
innovation performance may account for around one quarter and one sixth of 
the productivity gaps with the US and France respectively.20  Innovative firms 
tend to be faster growing; by offering new and/or improved products and 
services and creating new markets they can more easily gain competitive 
advantage.  As SSS notes, opportunities to innovate occur at all stages of 
product and service life cycles and in the processes used to support delivery.  
There is an important role for the adaptation for local circumstances of 
innovation developed elsewhere.  
 
31. Evidence from the Community Innovation Survey (covering both product 
and process innovation) shows that Scotland performs well relative to the UK 
in terms of the proportion of firms innovating, but poorly relative to other 
European countries.  There is one important area where Scottish enterprises 
outperform their UK counterparts: Scotland has a significantly higher 
proportion of firms that are “radical” innovators i.e. firms that have introduced 
a new product that is just not new to their firm but also new to the market.  In 
addition, Scotland has a higher proportion of novel process innovators.  
Scotland also outperforms the UK in terms of spin-out businesses from higher 
education establishments.  However, Scotland has a poor record in business 
enterprise research and development (BERD) compared to the UK as a whole 
                                                 
19 “The Equity Risk Capital Market in Scotland: A Benchmark Analysis and Report”; Harrison 
& Don, 2004.  “Closing the Equity Gap?  A Critique of the Department of Trade and Industry’s 
Regional Venture Capital Funds Initiative”; Mason & Harrison, 2003. 
20 “A Perspective on UK Productivity Performance”, Fiscal Studies, vol. 22 no. 23; Crafts and 
O’Mahoney, 2001. 
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and the OECD.  The value of BERD in Scotland as a percentage of GDP is 
just under half of the UK figure.  Encouragingly this has been rising in recent 
years, nearly doubling between 1997 and 2002 compared with UK growth of 
just over a fifth, although the latest figure (2003) shows a slight fall.     
 
32. There is a portfolio of Scottish Executive policy interventions to assist 
innovating firms: 
 
• SMART and SPUR (and SPUR+) are long-established grant schemes;   
• The Proof of Concept Fund aims to address a gap in the 

commercialisation market between scientific discovery and prototype or 
proof of concept stage.  In Knowledge Transfer programmes academics 
work with companies on strategic projects lasting 2-3 years;  

• SCORE and SEEKIT,21 are aimed at encouraging greater co-operation 
between small and medium sized enterprises (SMEs) and the science 
base;   

• Three market-based Intermediary Technology Institutes, were set up in 
Scotland in 2004 with the aim of identifying future emerging markets and 
developing the technology required to exploit these commercially.   

 
33. Evaluation of SMART and SPUR at the UK level has shown that success 
both have encouraged nationally significant technological innovation and 
helped develop new products and processes.     

Skills and learning 
34. Skills and learning constitute one of the three key priorities identified in 
SSS, which focuses on improving the operation of the Scottish labour market, 
offering the best start for all young people and developing people who are in 
work.  Promoting the continual enhancement of skills is a key element of 
FEDS.  This is an important facet of the Executive’s drive to improve 
productivity and promote economic growth.  An emphasis on skills is also a 
vital part of the Executive’s commitment to tackling poverty and disadvantage, 
Closing the Opportunity Gap; SSS has a focus on narrowing the gap in 
employment and reducing economic inactivity.   
 
35. There is a substantial academic literature on the returns to education 
and training.  A recent paper22 suggests that 10 per cent increase in worker 
training leads to increase in productivity of around 6 per cent and an increase 
in wages of around 3 per cent. This suggests that there are potentially 
significant returns to training available at least at the industry level.  There are 
several reasons for the Executive’s focus on skills: 
 
• Skills impact on the other drivers of productivity.  For example, innovation 

is facilitated by the skills of those responsible for creating innovative 
products or procedures.  A second example is that enterprise will be 

                                                 
21 Scottish Executive Expertise, Knowledge and Innovation Transfer Programme 
22 Deerden, Reed and Van Reenen “The impact of training on productivity and wages : 
evidence from UK panel data” ”;  Deerden, Reed & Van Reenen, CEP discussion paper 674, 
February 2005. 
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boosted through the skills that school pupils are developing through the 
Determined To Succeed programme – and government has greater 
leverage on skills than on other drivers.   

• Despite the increase in productivity that skills development can bring, there 
are sometimes market failures that mean employers’ investment in training 
is below the optimum – some employers see training as a cost rather than 
an investment, and will not pay for training even where that training would 
bring business benefits; a further reason for market failure is that the 
person who invests in training will never get all of the benefits of their 
investment – as an employer who invests in training staff, some of the 
benefits will go to you but some will go to the employee, some may go to 
your competitors, etc.  Government can help to encourage economic 
growth by addressing this market failure.   

• Demand for skills is a derived demand – skills at a particular level are 
required because employers require that level of understanding or 
aptitude.  In Scotland there are many jobs which do not require a high level 
of skill to be performed effectively, which creates a lack of demand by 
employers for high-skilled employees.  Fomenting an interest by 
employers in this area is another way to encourage economic growth; this 
requires a deliberate shift of focus to encouraging employer demand rather 
than the traditional focus on increasing the supply of learning.   

 
36. Skills interventions are required at two levels:  
 
• to meet replacement demand as people retire from jobs, and to equip 

people to operate effectively in the workplace, where posts are not being 
filled because of a skills shortage or are not being carried out properly 
because of a skills gap, to guard against any reductions in current 
productivity; and 

• to ensure that the workforce in Scotland as a whole has the appropriate 
skills required to grow the economy.  This addresses market failures where 
they mean that the Scottish workforce lacks the skills to support 
productivity growth, business development wider investment in products 
and processes and innovation. 

 
Skills Shortages 
37. Recent work by Future Skills Scotland23 has found that skills shortage 
vacancies amount to around only 1 per cent of all employees and affect 
around 5 per cent of establishments. Businesses themselves reported that 
“attracting appropriately skilled staff” was a mid ranking challenge. It is notable 
that skills shortage vacancies were more common amongst growing rather 
than non-growing businesses at 2.5 per cent and 0.6 per cent of all 
employees respectively.  
 
38. FSS data suggests that the current priority for Scotland is to address the 
small number of skill gaps that arise disproportionately: 
 

                                                 
23 Future Skills Scotland “Skills in Scotland 2004”  January 2005. 
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• among people in jobs that require lower levels of skills and 
qualifications;  

• because of weaknesses in ‘softer’ core skills such as communication 
and team working; and 

• in organisations that are innovative or growing. 

Demography 
39. Population decline will tend to reduce economic growth if less labour is 
actively engaged in production. Since economic prosperity is certainly 
promoted by a strong and growing domestic market in which domestic 
enterprises can build a firm operational base, measures which seek to halt 
and ultimately reverse the decline in the population can have a positive impact 
on economic growth. 
 
40. It is also important to emphasise that, apart from overall population 
numbers, the structure of the population and especially its age and skill profile 
are important determinants for the composition of the labour force and 
employment trends. Moreover, the labour market itself will respond to 
demographic changes. 
 
41. Scottish Ministers’ aim is to reverse the population decline and continue 
to maintain the necessary skills within the Scottish labour force.  Population 
ageing lengthens the time an individual can participate in the labour market 
and contribute to the economy. At present, however, attitudes, habits, and 
institutional obstacles make it hard to realise this opportunity. To contribute 
effectively, workers have to engage in lifelong learning and keep their skills up 
to date throughout their careers, a need recognised by the Executive’s 
commitment to a lifelong learning strategy. Ageing does not pose a 
fundamental problem to economic development if workers and employers 
seize the opportunities to meet this challenge. The responsibility to deal with 
this demographic trend primarily lies with the private sector, but the Executive 
has a role in facilitating the transition to new patterns of work that take 
account of an ageing workforce, by making sure that people have access to 
information and learning opportunities. 

Business environment 
42. Other policy areas which are less directly focussed on business growth 
at the micro level may be said to have impacts which are potentially at least 
as large. 

Planning  
43. FEDS notes that clear market failures exist in land use, in that there are 
costs and benefits which do not fall to the actual user of the land, so that 
development cannot be wholly market-led and there is a role for government 
intervention through the planning system.  The Partnership Agreement sets 
the Executive’s ambitions for Scotland: driving economic growth; improving 
public services; supporting stronger, safer communities; and promoting a 
democratic, confident nation.  Achieving each of these strategic objectives will 
result in development on the ground – for example, new or expanded 
business premises, improved transport and utility infrastructure, more 
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housing, or investment to regenerate disadvantaged communities.  
Development is central to creating a prosperous, successful Scotland, and 
planning’s role is to help development happen where it is needed, in a way 
that is both sustainable and inclusive, providing certainty to investors, and 
commanding the trust and confidence of communities where decisions and 
actions have an impact on the ground.    
 
44. There is no doubt that the planning system in Scotland needs 
modernisation to meet the demands of a growing economy.  Scottish 
Ministers are preparing a White Paper on planning reform, which builds on a 
number of consultations over the past few years.  The Executive has 
consistently said that its objectives for modernising planning are to make the 
system more efficient and to give local people better opportunities to 
participate in the decisions that affect them.  The reforms will strike a balance 
between the need to increase efficiency and certainty in the system, making 
investment decisions easier, and the need to manage the impact of that 
investment on communities and the environment.  It is intended to publish the 
Planning White Paper this Summer. 

Infrastructure: transport / broadband 
45. Transport infrastructure plays an important part in facilitating business 
growth.  FEDS states that “an efficient transport infrastructure is central to 
Executive’s vision of a competitive economy… Located at the periphery of 
Europe, Scottish industry requires access to fast and efficient transport 
services in order to remain competitive.  The economy depends on people 
getting to their places of employment and education on time and safely, 
people being able to travel efficiently on business, and goods getting to 
market quickly.”24   
 
46. The Scottish Executive White Paper of June 2004, Scotland’s Transport 
Future, set out the Executive’s vision, objectives, policies and investment 
plans for all modes of transport.  The overall aim is to promote economic 
growth, social inclusion, health and protection of our environment through a 
safe, integrated, effective and efficient transport system.   
 
47. Promotion of economic growth is one of five key objectives for transport.  
The Executive is committed to delivering the infrastructure and services that 
link people and places to enable the economy to grow and develop.  This 
involves investing in new public transport (buses, rail, ferries, trams and park 
and ride), better facilities for freight, targeted improvements in the trunk road 
network, encouraging greater use of sea routes and canals and developing 
new direct air routes from and to Scotland. 
 
48. This is a time of unprecedented investment in transport in Scotland.  
Investment by the Executive has risen from £346 millions in 1999-2000 to 
around £1 billion in 2005-06 and by 2007-08 the budget will have risen to 
nearly £1.4 billions.   

                                                 
24 “Background Analysis to the Framework for Economic Development in Scotland”; Scottish 
Executive, 2004. 
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49. Investment is being made in improvements to both infrastructure and 
services.  Construction is well advanced on the Larkhall-Milngavie rail link and 
good progress is being made on the Stirling-Alloa-Kincardine, Airdrie-
Bathgate and Borders links, which will benefit passengers and freight.  
Businesses will benefit from the new rail links to Edinburgh and Glasgow 
airports and the Air Route Development Fund continues to develop new direct 
air links to Scottish airports.  The programme of targeted trunk road 
developments will complete the central Scotland motorway network. 
 
50. Looking forward, work is about to begin on a new National Transport 
Strategy which will set plans and priorities for the next decade or more.  The 
Strategic Projects Review, which will sit within the framework of the National 
Transport Strategy, will determine infrastructure investment priorities for the 
period after the current investment plan (approximately 2012 onwards). 
 
51. In FEDS the importance of electronic infrastructure is also highlighted.  
Broadband promotes competition, offering the prospect of lower costs and 
higher sales for Scottish businesses through improved access to markets, 
thus potentially facilitating increased productivity and economic growth.  It also 
offers reduced prices for consumers and more opportunities for people to 
develop their skills.  Currently about 94 per cent of Scottish households and 
businesses have access to broadband services, and this will rise to nearly 98 
per cent by the summer.  The Executive, in partnership with Highlands and 
Islands Enterprise and Scottish Enterprise, recently announced that it had 
signed a contract with BT which should ensure that every community in 
Scotland has access to broadband services by the end of this year.   
 
52. In addition, the Executive’s Infrastructure Investment Plan, published in 
February 2005, sets out where the Executive will target investment to grow 
the economy and provide better public services.  By providing a longer term 
vision of investment plans, it enables the private sector to plan ahead and 
gear up to take advantage of the opportunities available.  The plan adopts a 
more strategic approach and outlines future investment plans by portfolio area 
such as investments in investment in transport infrastructure; the renewal and 
modernisation of the school estate; water industry programmes; the provision 
of finance to local authorities to assist with waste treatment facilities.    

Regulation 
53. FEDS recognises that regulations can have implications for the 
competitiveness of businesses and the economy and it supports the principle 
of minimising the regulatory burden where possible.  The creation of a sound 
and appropriate regulatory environment is recognised as an essential feature 
of promoting economic and business growth. Amongst the most common 
complaints from businesses is the administrative burden and compliance 
costs that can be associated with certain types of regulation.  However, an 
OECD review of EU countries found that the UK has the lowest administration 
cost and fewer regulations for entrepreneurs than any other EU country.25  

                                                 
25 “Regulation, Productivity and Growth: OECD Evidence”, 13 Jan 2003 
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Even then, surveys of employers and SMEs suggest most of that burden 
emanates from legislation that is within the competence of Whitehall and the 
European Union.   
 
54. The Improving Regulation Unit in the Scottish Executive is closely 
involved in the development of policies, across all portfolios, which affect 
business. It ensures that Regulatory Impact assessments are completed to 
make sure that regulation is appropriate and proportionate and only enacted 
when all burdens have been assessed and evaluated. The Unit also works 
closely with industry representatives to try and ensure that UK and EU 
regulation also meets these criteria. It has supported the rolling out of the 
Better Regulation agenda both in Whitehall and Brussels. Current work 
includes evaluation and consideration for Scottish circumstances of the 
measures proposed by the Hampton and Better Regulation Task Force 
reports announced by the Chancellor of the Exchequer, in his most recent 
budget.   

Tax 
55. Tax and business taxation in particular is another issue which has 
generated much debate.  Non-domestic rates are devolved to the Scottish 
Parliament.  Since devolution, the Executive has controlled changes in the 
poundage rate to limit increases to no more than the growth in the Retail Price 
Index.  When assessing the overall tax burden on businesses, arguably it is 
more informative to consider all taxes rather than just ‘business taxes’.  Basic 
economic theory shows that, to a greater or lesser extent, taxes on labour will 
partly be borne by firms paying higher wages so they can still attract labour.  
Similarly, taxes such as VAT affect both businesses and consumers. Also, 
revenue through income taxes paid by unincorporated businesses is not 
included in business tax figures.  Considering total tax revenue as a 
percentage of GDP avoids the problems of the incidence of tax and analysing 
taxes in isolation.  Scotland lies towards the lower end of a cross-country 
comparison. 
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Source: OECD (2002); GERS (2003) 
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56. The chart below shows that, while business property taxation as a 
proportion of GDP is high by international standards, individual taxes should 
not be considered in isolation – other business taxes are lower than in most 
other countries.  An OECD review of EU countries found that small 
businesses in the UK also have the lowest tax burden of anywhere in 
Europe.26   
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Enterprise and Culture Committee 

24th Meeting 2005 – 22 November 2005 

Subordinate Legislation 

Note by the Clerk 

SSI 2005/525 

Background
1. The following instrument was laid before the Parliament on 4th November 

2005 and is attached to the paper: 

The Glasgow School of Art (Scotland) Amendments Order of 
Council 2005, (SSI 2005/525) 

This instrument is subject to negative procedure within 40 days.   

Purpose of instrument 
2. This Order makes a number of amendments to SI 1996/120 in relation to 

the constitution, functions and powers of the Governors of The Glasgow 
School of Art and the arrangements to be adopted by it in discharging its 
functions.   

Subordinate Legislation Committee report 
3. The Subordinate Legislation Committee (“SLC”) considered the instrument 

at its meeting on 14 November 2005.  

4. The SLC noted that the transitional provision in article 1 of the Order refers 
to “elected” Governors while the principal Order provides for the 
appointment of Governors, only some of whom are elected.  The SLC has 
sought clarification from the Executive as to whether this provision is 
intended to apply only to those Governors who are elected. 

5. It was not clear to the SLC whether the exception in this article is a 
personal exception or an exception which applies only for the duration of 
the present period of office of a Governor.  The SLC has sought 
clarification from the Executive.  

SSI 2005/545

Background
6. The following instrument was laid before the Parliament on 

4 November 2005 and is attached to the paper: 

The Education (Graduate Endowment, Student Fees and Support 
(Scotland) Amendment (No. 2) Regulations 2005, (SSI 2005/545) 

This instrument is subject to negative procedure within 40 days.  

Purpose of instrument 
7. A previous instrument, The Education (Graduate Endowment, Student 

Fees and Support (Scotland) Amendment (No. 2) Regulations 2005 
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(SSI 2005/341), amended existing regulations to create a new category of 
student eligible for support and liable for the graduate endowment 
comprising non-UK EU nationals, and the children of such nationals, who 
are ordinarily resident in Scotland and who have been ordinarily resident in 
the UK for three years. The regulations before the Committee at this 
meeting (SSI 2005/545) make further amendments in relation to this new 
category of student.  

Subordinate Legislation Committee report 
8. The SLC considered the Education (Graduate Endowment, Student Fees 

and Support (Scotland) Amendment (No. 2) Regulations 2005, 
(SSI/2005/545) at its meeting on 14 November 2005.  

9. The SLC has sought clarification from the Executive in respect of what 
plans there are for consolidation of the regulations amended by this 
instrument. 

SSI 2005/549 

Background
10. The following instrument was laid before the Parliament on 8 November 

2005 and is attached to the paper: 

The Electricity from Non-fossil Fuel Sources (Scotland) Saving 
Arrangements Order 2005, (SSI 2005/549). 

This instrument is subject to negative procedure within 40 days. 

Purpose of instrument 
11. This Order provides for Scottish supply successor companies to nominate 

a person to secure a certain amount of generating capacity from non-fossil 
fuels generating stations and for the nominated person to offer for sale the 
electricity made available to him.  

Subordinate Legislation Committee report 
12. In relation to regulation 10(m), the SLC has asked the Executive for 

clarification of whether the amendment applies to payments accrued prior 
to the original date of coming onto force of subsection 10, 1 October 2001, 
or prior to the date of coming into force of the new amendment. 

13. The SLC also requests explanation of the use of the words “came into 
effect” instead of the more usual reference to coming “into force”. 

Procedure 

14. All of these instruments are subject to negative procedure. Under Rule 
10.4 of the Standing Orders, this means that they will come into force and 
remain in force unless the Parliament passes a resolution, not later than 
40 days after the instrument is laid, calling for its annulment. Any MSP 
may lodge a motion seeking to annul such an instrument and, if such a 
motion is lodged, there must be a debate on the instrument at a meeting of 
the Committee. 
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15. These instruments are subject to annulment under the Parliament’s 
Standing Orders until 13 December 2005 (SSIs 2005/525 and 545) and 
until 17 December (SSI 2005/549). 

16. In terms of procedure, unless a motion for annulment is lodged, no further 
action is required by the Committee. The instrument is due to come into 
force on 1 June 2005. 

Recommendation 

17. The Committee is invited to consider any issues that it wishes to 
raise in reporting to the Parliament on these instruments. 

Stephen Imrie 
Clerk to the Committee 
17 November 2005  
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ENTERPRISE AND CULTURE COMMITTEE 

Update on preparations for the single-issue seminar and Business in 
the Parliament Conference 2006 

Note by the clerk 
 
Background 
 
1. In September 2005, the Scottish Parliament and Scottish Executive organised 
the second Business in the Parliament Conference (BIPC 2005).  The aim of this 
unique partnership event between the Executive and the Parliament was to build on 
the work of the first BIPC held in April 2004 and to engage Scottish business in 
continuing to grow Scotland's economy.  As well as business and political speakers, 
the event included six workshops exploring themes from the Enterprise and Culture 
Committee’s business growth inquiry. 
 
2. This paper summarises the BIPC 2005 and proposes that a third 
conference be organised for 2006. Additionally, a single-issue interim seminar is 
proposed, on a much smaller scale and with specific objectives to progress work on 
one subject (most probably public sector procurement).  The aim of the seminar 
would be to continue the momentum of the 2005 conference and demonstrate both 
parties’ commitment to listening to, and working with, business.  The seminar would 
also report to the BIPC 2006 to show tangible progress between conferences.  Both 
the conference and the seminar would be partnership events between the Enterprise 
and Culture Committee and the Scottish Executive.   
 
3. This paper recommends that the Committee formally agrees to approach 
the Scottish Parliamentary Corporate Body for funding for a seminar and BIPC 
2006 event, and to classify the latter as one of the ‘major events’ within the 
Parliament during 2006.  
 
Summary of the Business in the Parliament Conference 2005 
 
4. BIPC 2005 attracted over 270 confirmed delegates including more than 60 
MSPs, compared with 194 delegates registered of whom 24 were MSPs in 2004.  
Every MSP was offered the opportunity to invite a business person from a private 
company of significant importance to the economy in their constituency or region, 
and the number of MSPs doing so increased in 2005.  To ensure a productive 
balance, and acting on feedback from the 2004 event, organisers invited business 
leaders from the largest Scottish industrial sectors and offered ten places each to the 
five main business organisations1.  The business organisations supplied five of the 
six chairs for the break-out workshops; six business journalists acted as facilitators.  
In addition the Deputy First Minister contacted the Chief Executives of the big six 
companies headquartered in Scotland to enlist their support and ensure senior level 
representation at the Conference.  Finally, places for representatives from public 
sector bodies (for example Scottish Enterprise/ Highlands and Islands Enterprise 

                                            
1 CBI, Chamber of Commerce, Institute of Directors, Federation of Small Businesses and Scottish 
Council for Development and Industry. 
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and the LECs) were deliberately limited, to maximise the attendance of active 
business leaders.   
 
5. The conference comprised an informal discussion among three guests in the 
Chamber and a reception on the Thursday evening, and speeches, six workshops, a 
networking lunch, a plenary report from the workshops, a debate, question time and 
an international speaker on the Friday.  The business speakers were asked to 
consider challenges to running a business in Scotland, and the workshops were 
based around six themes highlighted in the Committee’s business growth inquiry 
emerging issues paper.  The workshops were summarised orally at the plenary by 
the workshop chairs and notes taken by Scottish Executive staff took were later 
submitted in writing to the Committee as evidence for its business growth enquiry.  
The 2005 format largely followed that of the BIPC 2004 with the addition of the 
evening informal discussion in the Chamber and the debate.  Sessions in the 
Chamber were webcast on Holyrood TV and to Scottish Executive staff via their 
SETV intranet.   
 
Delegate feedback and media coverage 
 
6. Delegate feedback from the BIPC 2005 event was extremely positive.  As well 
as rating the event very highly in several categories, the delegates offered written 
comments in support of similar future events and made suggestions for 
improvement.  A summary of the delegate feedback is attached.2  The Scottish 
Parliament and Scottish Executive organisers held a further meeting with the event 
managers after the feedback was available to reflect upon the event together and to 
note lessons learned in order to improve organisational effectiveness and delegate 
satisfaction at any future event. 
 
7. Media coverage was fairly extensive.  The 2005 conference featured as a lead 
item on Newsnight Scotland on 8 September.  All the main national newspapers 
(including The Herald, Sunday Herald, Scotland on Sunday, Daily Record, Scotsman 
and Sunday Times) ran stories following the conference.  There was also significant 
coverage in the regional and local press.  Although some of the coverage was mixed, 
it contributed to the debate about how the Parliament and Executive engage with 
business.  
 
Proposal for a Business in the Parliament Conference in 2006  
 
8. After a meeting in mid-September, where a general agreement in principle 
was reached, the Convenor wrote to the Deputy First Minister, Nicol Stephen MSP, 
asking for his agreement to hold a Business in the Parliament Conference in 
partnership in the latter half of 2006.  The Deputy First Minister will be writing to the 
Convenor, agreeing.  The Scottish Executive has allocated funding for 2006 in line 
with their ‘listening to business’ agenda.  As well as reporting progress on issues 
raised at the 2004 and 2005 conferences, possible themes for a 2006 BIPC might 
                                            
2 The feedback comments and graphs have also been published on the Scottish Executive’s BIPC 
website, together with a transcript of the Friday Chamber sessions, feedback from the six break-out 
workshops, PowerPoint slides from Kevin Sneader’s presentation on Scotland’s international image, 
and other conference-related materials.  http://www.scotland.gov.uk/businessintheparliament
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include a connection to Scottish Enterprise’s International Advisory Board which 
meets twice yearly around February and September, or a connection to the 
globalscot network Conference.  The clerk has been asked by the Convener to meet 
with Scottish Enterprise and the Executive to discuss the possibilities of this tie up.   
 
Proposal for a single-issue seminar 
 
9. At their September meeting, and in his letter mentioned above, the Convenor 
also asked the Deputy First Minister for his support for a one-off seminar to discuss a 
single issue arising from the Business in the Parliament Conference in 2005.  The 
Convenor suggested public procurement practices as a potential subject for such a 
seminar as it had been mentioned by at least one business speaker and had been a 
recurring theme in the plenary, the debate and question time sessions, although it 
had not been one of the themes upon which the conference had been structured.  In 
his reply the Deputy First Minister pledged his full support for such an event in 
addition to BIPC 2006.   
 
10. Scottish Parliament and Scottish Executive officials propose to collaborate in 
partnership to coordinate a half-day seminar for no more than 30 business people 
and MSPs, to be held at the Scottish Parliament, and to be jointly hosted by the 
Committee Convenor and the Deputy First Minister.  To ensure continuing 
momentum between Business in the Parliament conferences, officials suggest that a 
target date of March 2006 for the seminar would give enough time to organise a 
quality event but not overly disrupt the simultaneous coordination of a full September 
or October conference.  A March date would also allow for a transcript and feedback 
from the seminar to be published and disseminated widely before the BIPC 2006 
event, ensuring continuity links can be demonstrated between the events.  In order to 
ensure delegates can participate fully, officials recommend a Monday afternoon slot 
so that a large enough Committee Room is available to facilitate round-table 
discussion and debate.  If the Committee approves the seminar plan, the BIPC 
organisers would begin drafting an agenda and considering themes, possible guest 
speakers or experts, and whom to invite as participants.   
 
Costs 
 
11. The Business in the Parliament Conference is a unique partnership event 
between the Scottish Parliament and Scottish Executive.  The two bodies have 
agreed previously that costs are shared between them using a 30:70 ratio.  The 
Scottish Parliament pays the smaller share because it provides the venue gratis.   
 
12. The proposed seminar is new and would require a small amount of additional 
funding in the 2005-6 financial year (assuming it is held in March 2006 as proposed).  
However, officials do not propose to contract the services of an event manager for 
this seminar, so costs will be simplified and lower.  It is expected that the bulk of the 
expense will comprise catering (a light finger buffet lunch and afternoon coffee) and, 
possibly, travel claims for business delegates.  There may also be a cost associated 
with providing audio and transcription services, but again, it is not expected to be as 
large as the parallel cost for the full conference.    
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13. Officials estimate the total cost of the seminar for 30 delegates to be less than 
£10,000 (to be shared between the Scottish Executive and the Scottish Parliament 
according to the agreed ratio), to be allocated to the 2005-6 financial year.  At that 
cost, the Scottish Parliament share would be £3,000. 

 
14. For the full conference, costs are as follows.  In 2004, the total cost for the 
BIPC was approximately £27,000; in 2005 the total cost was approximately £40,000.  
The increase can be attributed to more delegates attending (increasing catering 
requirements and travel and subsistence claims); and a more sophisticated event 
being offered (including more complex broadcasting requirements).   
 
15. At the same time, some significant costs remained level.  Events management 
was provided by the same contractor for both events, at the same price.   However 
when the public tender was being let in 2005 it was noted by BIPC organisers that 
several other bids were more expensive for the same service; one or two companies 
tendering offered bids above the cost of the whole event.  Although organisers 
remain hopeful that a suitable similar price will be agreed for next year, they cannot 
guarantee the SPCB that the BIPC 2006 would cost no more than the 2005 event, 
because the successful events management bid might submit a significantly higher 
tender price.   
 
16. Officials estimate the total cost of the BIPC 2006 for 250 delegates will be less 
than £50,000 (to be shared between the Scottish Parliament and the Scottish 
Executive according to the agreed 30:70 ratio), to be allocated to the 2006-7 
financial year.  At that cost, the Scottish Parliament share would be £15,000. 
 
Recommendation 
 
17. That Members note the progress with the planning of the 2006 Conference 
and request that the clerk ensures that the Committee is kept abreast of 
developments and have adequate opportunities to discuss provisional programmes, 
possible speakers etc during the next stages of the planning process. Furthermore, 
that the Committee delegates day-to-day input into the planning to the Convener and 
Deputy. 
 
18. That the Committee formally agrees to approach the Scottish Parliamentary 
Corporate Body for funding for a seminar and BIPC 2006 event.  
 
 
Stephen Imrie 
Clerk to the Committee 
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ANNEX 
 
FEEDBACK FROM BIPC 2005 
 

2nd Business in the Parliament Conference - Friday 9 September 2005 

What is your overall impression of the conference?
 (1 Very Poor / 5 Excellent)

1 2 3 4 5

 
 

2nd Business in the Parliament Conference - Friday 9 September 2005 

Please rate the event management
 (1 Very Poor / 5 Excellent)

1 2 3 4 5
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2nd Business in the Parliament Conference - Friday 9 September 2005

How did you find out about the conference?

6%

47%

19%

26%

2%

Invited in my capacity as an MSP

Invited by my MSP

Invited as a representative of the Business Community

Invited as a member/representative of a Business Organisation

Other

 
 

2nd Business in the Parliament Conference - Friday 9 September 2005

Which discussion session did you attend?

17%

20%

21%

19%

14%

9%

Innovating Business and Encouraging Private Sector R&D Spend

Growing a Business and Access to Capital Growth

Connecting Scotland for Economic Growth

Creating a Skilled and Flexible Workforce

The Regulatory Framework for Business

Promoting Scotland and Trading Internationally  
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2nd Business in the Parliament Conference - Friday 9 September 2005 

I had a good opportunity to contribute to this conference
 (1  Strongly disagree / 5 Strongly agree)

1 2 3 4 5

 
 

2nd Business in the Parliament Conference - Friday 9 September 2005 

I consider that this event was useful to me and my business 
 (1  Strongly disagree / 5 Strongly agree)

1 2 3 4 5
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2nd Business in the Parliament Conference - Friday 9 September 2005 

I think there should be a similar event in the future  
 (1  Strongly disagree / 5 Strongly agree)

1 2 3 4 5
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	4. BIPC 2005 attracted over 270 confirmed delegates including more than 60 MSPs, compared with 194 delegates registered of whom 24 were MSPs in 2004.  Every MSP was offered the opportunity to invite a business person from a private company of significant importance to the economy in their constituency or region, and the number of MSPs doing so increased in 2005.  To ensure a productive balance, and acting on feedback from the 2004 event, organisers invited business leaders from the largest Scottish industrial sectors and offered ten places each to the five main business organisations .  The business organisations supplied five of the six chairs for the break-out workshops; six business journalists acted as facilitators.  In addition the Deputy First Minister contacted the Chief Executives of the big six companies headquartered in Scotland to enlist their support and ensure senior level representation at the Conference.  Finally, places for representatives from public sector bodies (for example Scottish Enterprise/ Highlands and Islands Enterprise and the LECs) were deliberately limited, to maximise the attendance of active business leaders.   
	5. The conference comprised an informal discussion among three guests in the Chamber and a reception on the Thursday evening, and speeches, six workshops, a networking lunch, a plenary report from the workshops, a debate, question time and an international speaker on the Friday.  The business speakers were asked to consider challenges to running a business in Scotland, and the workshops were based around six themes highlighted in the Committee’s business growth inquiry emerging issues paper.  The workshops were summarised orally at the plenary by the workshop chairs and notes taken by Scottish Executive staff took were later submitted in writing to the Committee as evidence for its business growth enquiry.  The 2005 format largely followed that of the BIPC 2004 with the addition of the evening informal discussion in the Chamber and the debate.  Sessions in the Chamber were webcast on Holyrood TV and to Scottish Executive staff via their SETV intranet.   
	6. Delegate feedback from the BIPC 2005 event was extremely positive.  As well as rating the event very highly in several categories, the delegates offered written comments in support of similar future events and made suggestions for improvement.  A summary of the delegate feedback is attached.   The Scottish Parliament and Scottish Executive organisers held a further meeting with the event managers after the feedback was available to reflect upon the event together and to note lessons learned in order to improve organisational effectiveness and delegate satisfaction at any future event. 
	7. Media coverage was fairly extensive.  The 2005 conference featured as a lead item on Newsnight Scotland on 8 September.  All the main national newspapers (including The Herald, Sunday Herald, Scotland on Sunday, Daily Record, Scotsman and Sunday Times) ran stories following the conference.  There was also significant coverage in the regional and local press.  Although some of the coverage was mixed, it contributed to the debate about how the Parliament and Executive engage with business.  
	8. After a meeting in mid-September, where a general agreement in principle was reached, the Convenor wrote to the Deputy First Minister, Nicol Stephen MSP, asking for his agreement to hold a Business in the Parliament Conference in partnership in the latter half of 2006.  The Deputy First Minister will be writing to the Convenor, agreeing.  The Scottish Executive has allocated funding for 2006 in line with their ‘listening to business’ agenda.  As well as reporting progress on issues raised at the 2004 and 2005 conferences, possible themes for a 2006 BIPC might include a connection to Scottish Enterprise’s International Advisory Board which meets twice yearly around February and September, or a connection to the globalscot network Conference.  The clerk has been asked by the Convener to meet with Scottish Enterprise and the Executive to discuss the possibilities of this tie up.   
	9. At their September meeting, and in his letter mentioned above, the Convenor also asked the Deputy First Minister for his support for a one-off seminar to discuss a single issue arising from the Business in the Parliament Conference in 2005.  The Convenor suggested public procurement practices as a potential subject for such a seminar as it had been mentioned by at least one business speaker and had been a recurring theme in the plenary, the debate and question time sessions, although it had not been one of the themes upon which the conference had been structured.  In his reply the Deputy First Minister pledged his full support for such an event in addition to BIPC 2006.   
	 
	10. Scottish Parliament and Scottish Executive officials propose to collaborate in partnership to coordinate a half-day seminar for no more than 30 business people and MSPs, to be held at the Scottish Parliament, and to be jointly hosted by the Committee Convenor and the Deputy First Minister.  To ensure continuing momentum between Business in the Parliament conferences, officials suggest that a target date of March 2006 for the seminar would give enough time to organise a quality event but not overly disrupt the simultaneous coordination of a full September or October conference.  A March date would also allow for a transcript and feedback from the seminar to be published and disseminated widely before the BIPC 2006 event, ensuring continuity links can be demonstrated between the events.  In order to ensure delegates can participate fully, officials recommend a Monday afternoon slot so that a large enough Committee Room is available to facilitate round-table discussion and debate.  If the Committee approves the seminar plan, the BIPC organisers would begin drafting an agenda and considering themes, possible guest speakers or experts, and whom to invite as participants.   
	11. The Business in the Parliament Conference is a unique partnership event between the Scottish Parliament and Scottish Executive.  The two bodies have agreed previously that costs are shared between them using a 30:70 ratio.  The Scottish Parliament pays the smaller share because it provides the venue gratis.   
	12. The proposed seminar is new and would require a small amount of additional funding in the 2005-6 financial year (assuming it is held in March 2006 as proposed).  However, officials do not propose to contract the services of an event manager for this seminar, so costs will be simplified and lower.  It is expected that the bulk of the expense will comprise catering (a light finger buffet lunch and afternoon coffee) and, possibly, travel claims for business delegates.  There may also be a cost associated with providing audio and transcription services, but again, it is not expected to be as large as the parallel cost for the full conference.    
	13. Officials estimate the total cost of the seminar for 30 delegates to be less than £10,000 (to be shared between the Scottish Executive and the Scottish Parliament according to the agreed ratio), to be allocated to the 2005-6 financial year.  At that cost, the Scottish Parliament share would be £3,000. 
	14. For the full conference, costs are as follows.  In 2004, the total cost for the BIPC was approximately £27,000; in 2005 the total cost was approximately £40,000.  The increase can be attributed to more delegates attending (increasing catering requirements and travel and subsistence claims); and a more sophisticated event being offered (including more complex broadcasting requirements).   
	15. At the same time, some significant costs remained level.  Events management was provided by the same contractor for both events, at the same price.   However when the public tender was being let in 2005 it was noted by BIPC organisers that several other bids were more expensive for the same service; one or two companies tendering offered bids above the cost of the whole event.  Although organisers remain hopeful that a suitable similar price will be agreed for next year, they cannot guarantee the SPCB that the BIPC 2006 would cost no more than the 2005 event, because the successful events management bid might submit a significantly higher tender price.   
	16. Officials estimate the total cost of the BIPC 2006 for 250 delegates will be less than £50,000 (to be shared between the Scottish Parliament and the Scottish Executive according to the agreed 30:70 ratio), to be allocated to the 2006-7 financial year.  At that cost, the Scottish Parliament share would be £15,000. 


