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ENTERPRISE AND LIFELONG LEARNING COMMITTEE

AGENDA

8th Meeting, 2000 (Session 1)

Wednesday 5 April 2000

The Committee will meet at 9.00 am in Committee Room 1, Committee Chambers,
to consider the following agenda items:

1. Budget Process: The Committee will consider its input to the scrutiny of the
Scottish Enterprise and Lifelong Learning Department’s budget process for 2001-
2002. The Committee will take evidence from the Enterprise and Lifelong
Learning Department.

2. Local Economic Development Inquiry: The Committee will take evidence from
Scottish Enterprise—

Sir Ian Wood, Chairman

Mr Robert Crawford, Chief Executive

Ms Evelyn McCann, Director of Skills Development

Mr Alan Sim, Managing Director of Local Enterprise Companies Operations

3. Local Economic Development Inquiry - Final Report (in private): The
Committee will consider a draft of its Final Report.

Simon Watkins
Clerk to the Committee

Room 2.7, Committee Chambers
Ext. 0131 348 5207

Email: simon.watkins@scottish.parliament.uk

**********************************
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The following papers are attached for this meeting:

Agenda Item 1

Scottish Executive Expenditure Plans 2000-2001 to 2001-
2002 (paper to follow)

EL/00/8/1

Agenda Item 2

Scottish Enterprise Response to Interim Report

A Network for the 21st Century (Press Release)

EL/00/8/2

EL/00/8/3

Agenda Item 3

Draft Final Report [private paper]
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To John Swinney, Convenor Enterprise and Lifelong Learning Committee, Scottish
Parliament

Dear John

Please find attached a response from the Scottish Enterprise Network to the interim
report of your Committee’s enquiry into the delivery of local economic development
services.  Our response follows the structure of the interim report and responds to
each of the conclusions in turn.

We felt the report provided a well considered assessment of the current state of local
economic development services in Scotland. It also begins to point the way to
significant improvements in the quality and effectiveness of economic development
services.

A number of the issues raised are being addressed by the Network and others are
under active consideration. We look forward to working with you in the latter phases of
your enquiry.

Yours sincerely

Crawford Beveridge
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Enterprise and Lifelong Learning Committee; Inquiry into the Delivery of Local
Economic Development Services in Scotland – Interim Conclusions: Phase I

A Scottish Enterprise Network Response

Local Economic Development

Conclusion 1. There is congestion within the field of local economic development in
Scotland. There is confusion, overlap, duplication and even active competition
between the many agencies involved.

We agree there is some congestion and confusion in the field of local economic
development. The most significant overlap is between Local Authorities and LECs.  In
most cases confusion results from a genuine commitment from all involved to
improving the economic performance of local areas.

There are also legitimate differences between the objectives of LECs and Local
Authorities. For example, LECs are pursuing strategies to promote the economic
development of Scotland in a locally sensitive way, as part of a local, national and
international network, while Local Authorities are promoting their areas to provide
opportunities for their electors and fulfil statutory obligations. These are not the same
objectives but they have a lot in common which it makes sense to pursue in a shared
way. Steps are being taken to greatly enhance the co-ordination and co-operation
between LECs and Local Authorities (Community Planning should be very valuable
here).  If this fails to deliver then greater direction may be appropriate to reduce
confusion and duplication.

The Government/Scottish Enterprise’s new small business proposals will go a long
way to eliminate the inconsistency and provide better standardised programmes to a
wider customer base. These proposals include the introduction of a Small Business
brand to emphasise the provision of a one-stop-shop service.

Our new SEN 2000 programme will also enhance cohesion and minimise inconsistency
throughout the Scottish Enterprise Network. Details of this programme will be
announced in February.

Conclusion 2. However, there has been a noted increase in co-operation and
Partnership Working between these organisations in the recent past. There are now
examples of local rationalisation and good practice in some areas of Scotland, which
the Committee will examine in more detail in the second phase of its work.

The Committee’s recognition of the progress made is very welcome.

Most progress has been made in developing joint local strategies. However, we
recognise there is still some way to go, particularly on programme implementation and
business advisory services. An effective partnership does not fudge issues of
duplication and sub-optimal use of resources, it is a mechanism for bringing problems
out in the open and resolving them. Strong working relationships are needed to ensure
effective partnerships and the investment needed to maintain and build these
relationships should not be underestimated. There are significant investment costs
involved in partnership working, but if the partnership is effective the returns will
outweigh the cost.

Partnership working is continuing to evolve across Scotland and we will encourage the
development of good practice across the Network. We look forward to the
recommendations from Phase 2 of the Committee’s work.
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Conclusion 3. A number of options for restructuring the delivery of services have been
made to the Committee in the course of the Inquiry, which are reproduced here without
endorsement by the Committee:

• That there should be a statutory requirement for Local Enterprise Companies and
local authorities to work jointly, for instance producing joint economic strategies.
This requirement might take in Further Education colleges and other providers.

See response to Conclusion 1. Is legislation needed to achieve this? Perhaps this
should only be considered as a last resort if sufficient progress can’t be made in other
ways.

• That there should be a merger of Local Enterprise Companies and local authority
economic development activities (possibly including chambers of commerce and
area tourist boards).

We must recognise the legitimate difference between local and national agenda and
objectives for Local Authorities and LECs; mergers may compromise both. However,
herein lies the most significant area of overlap and duplication. Maximum pressure
should be put on co-operation and collaboration initiatives. Only if this is unsuccessful
should formal merger of LEC and local authority economic development activities be
considered.

• That the independent company status of LECs be removed, leading to economies
of scale in the provision of ‘back office’ support, and releasing more resources to
assist business.

Many of benefits can be achieved by more cohesive working through SEN 2000 (see
response to conclusion 1). This should allow the Network to achieve the best of both
worlds by maximising consistency and resource utilisation across the Network, while
continuing to allow the LECs to be sensitive to local needs and opportunities within the
context of a Scottish strategy.

• That the legislation on the composition of LEC boards should be amended to
ensure that they more accurately represent the local community and other
providers. They should become more accountable and transparent in their
operations.

LECs are not specifically covered in the legislation setting up Scottish Enterprise. LEC
Board appointments are strictly in line with the Nolan guidelines. Some of the elements
of SEN 2000 will increase representation, accountability and transparency. As currently
constituted LEC Board members are not representatives but offer perspectives from
different sectors. They use this perspective to help develop the Scottish economy in a
locally sensitive way.

• That there should be a clearer delineation and complementarity in the roles of LECs
and local authorities, with for instance LECs taking unique responsibility for the
provision of business advice and support, and local authorities taking
responsibility for the provision of property.

We are happy with the idea of clearer delineation. How this might best be achieved is
likely to depend on local circumstances and capabilities, which may vary from area to
area. We would like to consider specific proposals in detail. We would also be
concerned not to damage the strength of the integrated package the network can offer.
For example, ensuring the provision of the right sort of property is often critical to the
success of projects, e.g. Biotech in Tayside, Project Alba. It is also important that
property provision is handled in relation to national and regional market conditions, to
avoid problems of oversupply and market distortion.
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• That enterprise trusts become a part of the LEC structure.

We aim to discuss this with Business Enterprise Scotland as part of our ongoing
dialogue which is designed to support their initiatives to provide more efficient and
consistent services across Scotland. The local boards and sharp local focus of the
Enterprise Trusts are important features to be considered and we must ensure that this
very valuable element is utilised to the benefit of the local communities.

• That there is scope for the development of a nationally branded business support
service that might include telephone helpline access.

We accept this and are working towards it (see response to Conclusion 1).

• That the Scottish Executive should withdraw from the direct delivery of schemes,
e.g. on innovation, and pass this to Scottish and Highland and Island Enterprise.

This may offer the chance to further integrate delivery and reduce costs.

Conclusion 4. There is too much inconsistency across the LEC network in the
effective delivery of services (particularly in relation to national programmes), and not
enough collaboration and consistent sharing of good practice.

We agree. One of the strengths of the Network is the opportunity it offers for
collaboration among LECs and the sharing of good practice. We are committed to
maximising this opportunity. The SEN 2000 proposals will address this.

Conclusion 5. An Economic Development Strategy for Scotland needs to be
developed, to which all major agencies ascribe.

We agree that there needs to be a very strong shared commitment across
organisations in Scotland about what needs to be done to secure Scotland’s economic
future and the contribution that different organisations can make to this. We hope we
have made a substantial contribution to this with our new Network Strategy launched
in January 1999 and the inclusive process we went through in reviewing it. We look
forward to working with the Executive as it develops its Framework for Economic
Development in Scotland.

Conclusion 6. A Lifelong Learning Strategy for Scotland is also required, which draws
together the myriad of current initiatives and schemes.

This will be an important component of an economic development strategy for
Scotland. Again we hope we made a major contribution to this end with our ‘Know
How’ strategy launched in 1999.

Business Support

Conclusion 7. The account manager system of working with companies should be
applied across Scotland and integrated between providers, acknowledging that
professionally competent personnel will be required for this task.

We agree on the value of using account manager systems and indeed this is very much
our practice. Details of proposals to integrate systems in different organisations need
to be developed further.

Conclusion 8. Providing a greater level of advice to start-up companies, and to more
of them, should be a priority. Support provided to start-up companies should also be
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longer term, and based more on enhancing the company’s own development capacity
(e.g. exporting, e-commerce and product development).

We agree that we need to help secure more start-ups and nurture them in their early
stages. We feel we should focus on enhancing the development capacity of those start-
ups with the highest, sustainable growth potential. This will offer the maximum return
for the deployment of public funds and will help reduce the displacement of existing
businesses.

E-commerce techniques offers the opportunities of providing a high quality service to
greater numbers of firms. We are actively exploring how we might best exploit this.

Conclusion 9. There needs to be better professional training of business advisers, and
the development of a formal accreditation system.

We agree. We have proposals for adopting this for business advisory work funded by
the Network.

Lifelong Learning

Conclusion 10.The field of lifelong learning is as congested as economic development
generally. More co-ordination and less competition is required, as well as more
leadership. The Committee intends to further investigate the degree of congestion and
fragmentation that exists in this field.

We agree that greater co-ordination is needed between those in the public sector trying
to stimulate greater demand and improved attitudes to lifelong learning by companies
and individuals. A joint committee chaired by Janet Lowe has been set up by SHEFC,
SFEFC and Scottish Enterprise to help promote greater co-operation in this area.

For those supplying learning, greater competition may be the order of the day –
particularly as new technology allows providers outside Scotland greater access to
what have traditionally been domestic markets.

Conclusion 11. In general LEC-managed training programmes are currently constrained
by frameworks that are too rigid, ‘volume driven’ and focused on easily measurable
outputs.

We recognise the need for greater flexibility to link individual aspirations with the
needs of the economy. This is the main thrust of our ‘workforce development’ ideas,
which we have developed in the context of overall Government policy in this area, to
address issues raised in the ‘Know How’ strategy. These plans will make skills work
more client focussed through the development of individual learning accounts. A
stronger focus on labour market intelligence will also help here.

Conclusion 12.An example of these problems is provided by the implementation of the
Skillseekers programme at local level, where Scottish Vocational Qualifications are the
only option offered, and leads the Further Education Colleges into direct competition
with LEC providers.

Again we accept the need for focus on quality and flexibility to meet individual and
market needs, but we also recognise that SVQs may be valuable in many cases. We
have endeavoured to maximise value for money from our training activities and the
achievement of SVQs has been a tangible way of monitoring this. However we accept
this does not tell the whole story, hence the search for ways of achieving greater
flexibility in workforce development. Further Education Colleges are often key
providers of LEC sponsored training.
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Conclusion 13.There has been considerable progress in developing the portability of
qualifications, but there is scope for further progress.

We agree.

Workplace Learning

Conclusion 14.There now exist some very good examples of good practice in Scotland,
but the Committee recognises that this requires to become more comprehensive This
includes schemes where both employee skills and company productivity have
improved. There is substantial scope for the dissemination of this good practice.

We agree and will endeavour to spread good practice. We would like to see increased
emphasis on workplace learning. Some of the elements of our workforce development
ideas offer the opportunity to stimulate employers, particularly small and medium sized
companies, to invest more in their own skills programmes to boost company
productivity.

Conclusion 15.There is an urgent need to promote workplace learning, and the
Committee will investigate how best to achieve this objective.

The Committee’s determination in this regard is very welcome. Again we hope our
workforce development ideas will be very relevant here.

Information

Conclusion 16.There needs to be further development of a framework to measure the
performance, efficiency and impact of economic development activities. The measures
currently used are often too crude.

We agree and welcome the Committee’s recognition of our performance measurement
work alongside partners in this area.

Conclusion 17.There should be a review by the Executive of the economic data
available at local level to inform policy, and there should be a direction on publicly-
funded agencies to share information that they hold.

The new Labour Market Intelligence Unit should help in this regard. Our ‘Knowledge
Web’ proposals (which we have discussed with colleagues in the Parliament) and our
plans for an Internet Research Catalogue covering our research work should help in
the  sharing of knowledge.
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FOR IMMEDIATE RELEASE ON THURSDAY MARCH 2ND 2000

A NETWORK FOR THE 21st CENTURY

The Scottish Enterprise Network today unveiled a package of reforms which confirm
and consolidate the move to Network Operations.  The aim of the reforms is to
achieve a more coherent, consistent, accountable, transparent and customer-focused
Network.

The reforms have been developed by the Network over the last 12 months and are
consistent with the recent announcement by the Scottish Executive Minister for
Enterprise and Lifelong Learning, Henry McLeish, to review the Enterprise Networks
and with the current review of local economic development being undertaken by the
Scottish Parliament’s Enterprise and Lifelong Learning Committee.

Sir Ian Wood, the SE Chairman, said:  “The existing structure of the centre at
Bothwell Street and 13 significantly autonomous LECs, has served Scotland well for
almost a decade but it now needs to adapt to the challenges of the new century and to
the new political context of a devolved Scottish Parliament.  These reforms have been
devised and agreed by the entire Network.  Today’s changes will give us a new
momentum for the new century.

“We look forward to engaging positively with the Parliament and the Executive on
further measures that are proposed to improve the effectiveness of the Network over
the coming months.”

Key changes include:

• Greater involvement of LEC Chairs and Chief Executives in the operation of
the Network

• LEC boards to be more widely representative - SMEs, Chambers of
Commerce, local authorities, higher and further education, third sector to be
included where appropriate to the area

• Fixed three-year terms for LEC Chairs and Chief Executives - appointments to
be approved by SE

• Single brand identity and names for the LECs, to include the “Scottish
Enterprise” brand-name, e.g. Scottish Enterprise Lanarkshire

• New clauses in LEC contracts to ensure consistency of service, quality and
coherent focus on Network strategic priorities
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• Greater transparency, including publication of abridged SE and LEC Board
minutes

• A Network wide executive team to ensure delivery of agreed programmes and
targets and to align LEC activity more closely to Network strategic goals

• New mechanisms to improve consultation with large and small businesses and
the third sector

Sir Ian added: “SEN 2000 brings into play for the first time the power of a truly
Scottish network.  A new Network Executive Team, made up of the LEC Chief
Executives and chaired by the SE Chief Executive, will have responsibility for
delivering the Network Operating Plan, and ensuring agreed programmes are
delivered and targets met.  Network Leadership Groups will also be strengthened to
ensure coherent delivery of the Network Strategy.

“These changes leave undiminished the vital ability of the LECs to craft local
responses to local circumstances.  But they will enable our customers to have easier
access to a simplified structure that will deliver services to a high standard and within
a consistent strategic framework, regardless of where in the country they happen to
make contact with the Network.

“At the same time, we have been anxious to ensure that the Network is open,
accessible and accountable to all its stakeholders, and that it is seen to be measuring
the standards of its work both against best practice and against the highest
expectations of its customers,” said Sir Ian.

“For that reason, SE and its LECs are setting up a new system to ensure constant
consultation between the Network and important categories of customers, including
small businesses and the voluntary sector.”

LEC contractual terms will be significantly tightened and LEC boards, while retaining
the two-thirds private sector membership prescribed at the outset, will be made more
representative of the communities they serve.   Each LEC board will in future include
members from the smaller company sector, from the local Chamber of Commerce,
from local government, from the tertiary education sector and from the voluntary
sector and/or the trade unions where appropriate to the area.

Ian Livingstone, Chairman of Lanarkshire Development Agency (to be renamed
Scottish Enterprise Lanarkshire) said: “The changes flow from a re-examination of the
SE Network structure set in motion last year, under the working title of SEN 2000.
This is not just about rebadging the LECs, but about recasting the Network in terms of
what it does, how it does it, and how it relates its work to its customer base.  The end
result will be a Network which is more accessible, more answerable, more consistent
in its performance and objectives, and above all, more responsive to its customers.

“The LECs have been criticised for being, in some respects, self-appointed and self-
perpetuating.  We’ve moved to respond to that in a number of ways: by putting LEC
Chairs and Chief Executives on three-year terms, with re-appointment to be approved
by Scottish Enterprise; by LECs guaranteeing consistent high quality in delivering
agreed activities; and by widening community representation on LEC boards.”
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Robert Crawford, who took up his post as Chief Executive of Scottish Enterprise last
month, warmly welcomed the reforms.

He said: “The impact of the SEN 2000 changes are entirely consistent with my
declared aims of making the Network more transparent, accountable, self-critical and,
above all, more closely focused on the needs of its customers.

“I believe that the changes we are putting in place today strike the right balance
between the need, on the one hand, for a LEC structure that can respond flexibly and
dynamically to local circumstance; and on the other, for a clear and consistent set of
standards in delivering the initiatives that address issues common throughout
Scotland.”
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