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ENTERPRISE AND LIFELONG LEARNING COMMITTEE

AGENDA

27th Meeting, 2002 (Session 1)

Tuesday 8 October 2002

The Committee will meet at 10 am in The Hub, Castlehill, Edinburgh.

1. Additional item:  The Committee will consider its approach to item 5.

2. Item in private: The Committee will consider whether to take item 7 in private.

3. Inquiry into tourism: The Committee will hear a report back on the recent case
study visit to Copenhagen and Malmö.

4. Inquiry into tourism: The Committee will take evidence from�

Denise Drummond (Director) Tourism People

Marc Robertson (Manager for Wales, Scotland and Northern Ireland)
Hospitality Training Foundation

5. Subordinate legislation: Mr Lloyd Quinan MSP to move motion S1M-3468�

that the Enterprise and Lifelong Learning Committee recommends that
nothing further be done under the Late Payment of Commercial Debts
(Scotland) Regulations 2002 (SSI 2002/235)

6. Budget process 2003-2004: The Committee will take evidence from�

Iain Gray, Minister for Enterprise, Transport and Lifelong Learning

7. Budget process 2003-2004: The Committee will consider the key issues for its
report on Stage 2 of the budget process.

Simon Watkins
Clerk to the Committee

Room 2.7, Committee Chambers
Ext. 0131 348 5207

*************
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ENTERPRISE AND LIFELONG LEARNING COMMITTEE
Tourism Inquiry, October 2002

‘Tourism People’ Submission

Introduction:

‘Tourism People’ is the industry-led skills body, established by the Scottish Executive in 2000
as an integral part of the New Strategy for Scottish Tourism.  The “skills group” has evolved
and will be building on the achievements of its predecessor ‘Tourism Training Scotland’.
‘Tourism People’ works exclusively in Scotland addressing the skills needs of the tourism
sector.
  ‘Tourism People’ and its partner organisations (see attached list) have the potential to
contribute significantly to the creation of a vibrant, dynamic and competitive tourism
industry. To do this it must support managers and employees alike to become equipped with
the required skills to operate in a highly competitive world market.  ‘Tourism People’ will
lead, co-ordinate, catalyse, advise and where necessary, criticise the tourism industry.

 Success however, can only come through the commitment of the businesses themselves.

The Scottish Tourism Industry:

During 2001, over 19 million tourist visited Scotland.  193,000 employees in 20,000 tourism
based organisations served these domestic and international tourists creating £4.5 billion for
the economy.
Tourism is at the heart of the Scottish economy and offers significant growth potential.
 As our potential visitors become ever more discerning and demanding, we must encourage
our under-performing tourism businesses to rise to the new challenges, by encouraging them
to improve performance, in every aspect of their operation, thus creating strong businesses,
which are on par with the best in the world.

The service offered by those working in the tourism industry in Scotland is inextricably linked
to the product itself. The industry is only as good as the people who work in it

Tourism People Vision and Aims:

1)  TO IMPROVE COMMUNICATIONS WITH THE INDUSTRY ON SKILLS
ISSUES:

‘Tourism People’ and its partners will stimulate the exchange of information on all skills and
people developments in the industry to help all businesses, large and small to improve
performance.   This will be achieved through ‘Tourism People’ working with its partners to:

� Identify and communicate key trends
� Promote the business benefits of Continuous Professional Development
� Promote awareness of training opportunities
� Identify leading practice
� Encourage industry to share best practice
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� Develop and refine communication channels
� Reduce duplication of effort

CURRENT TOURISM PEOPLE ACTION
� We are currently designing and developing a Tourism People web site,

www.tourismpeople.co.uk using the industry web site www.scotexchange.net as the main
access portal, reinforcing the www.scotexchange.net web site as the main tool for
communicating tourism industry trends and relevant links, thus reducing duplication
of effort. This website will offer information and practical help to al levels of tourism
businesses. It will initially include recruitment information and links to skills
provision, but will ultimately become the respected industry resource for all people
development in tourism in Scotland.

� Tourism People moderate the www.scotexchange.net “Training, Service & Quality”
discussion forum, and we are also working with Scottish University for Industry
(SUfI) in a joint tourism e-learning pilot programme through LearnDirectScotland.

Our Action plan for this year also includes the following activity yet to be undertaken: -

� Meetings with HMI, Careers Scotland, SQA, IIP, as well as with the British
Hospitality Association (BHA), and Hotel & Catering International Management
Association (HCIMA) to lobby where appropriate, and to promote their work and
initiatives which have relevance to our tourism businesses in Scotland.

2) TO MEET AND EXCEED WORKFORCE EXPECTATIONS:
The industry must ensure that current and future staff have a worthwhile and professional
career in Scottish tourism.  Attractive employment terms and conditions are therefore required
that are comparable, if not better than, other sectors, along with good career progression
opportunities.  ‘Tourism People’ and its partners will actively promote the benefits of training
and professional development in the role that it plays in attracting people into the industry,
and the positive impact it has on business performance.  This will be achieved through:

� Work with Springboard UK to make tourism a first choice career for people
throughout Scotland

� Work with Higher and Further Education and private training providers to ensure that
the industry needs are met

� Work with Investors In People Scotland
� Work with the BHA in promoting the Excellence Through People Initiative to large

and small scale businesses
� Work with the HCIMA in promoting Hospitality Assured to the industry
� Look at methods by which development tools can be endorsed by ‘Tourism People’
� Support management development programmes throughout Scotland and encourage

tourism businesses in Scotland to develop, by looking inwards (at other business
sectors within Scotland) as well as outwards (at other tourism sectors out with
Scotland) e.g. Scottish Tourism Excellence Programme

� Raise awareness and create demand for the need for sound management practice and
professional skills development as the backbone of future business success

http://www.tourismpeople.co.uk/
http://www.scotexchange.net/
http://www.scotexchange.net/
http://www.scotexchange.net/
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CURRENT   TOURISM PEOPLE ACTION

� Springboard UK receives core funding (£20,000) from Tourism People for its regional
office in Scotland

� The Scottish Tourism Excellence Programme (STEP) is currently being developed.
This is a management development programme, driven by the industry and is
innovative in its approach by using electronic mentoring to facilitate support through
out Scotland

� Tourism People supports and endorses other management development tools such as
the Tourism Master Classes and Learning Journeys

� There are other innovative management development tools which we are currently
discussing with partners (Scottish Tourism Forum)

3) TO IMPROVE ACCESS TO INDUSTRY INFORMATION AND RESEARCH:
Operating within a constantly changing domestic and global environment, the industry must
use every opportunity to gather market intelligence and utilise it in an informed and profitable
manner.  By addressing the above issues, ‘Tourism People’ will enable businesses to adapt
and respond more easily to changing customer demand.  This will be achieved through:

� Accessing and if necessary influencing, appropriate research with its partners
� Working with Future Skills Scotland to engage and inform the industry at every
       opportunity
� Encouraging businesses to use research material as part of the business planning

process
� Encouraging businesses to address future demographic changes and the effect that

these will have on their businesses

CURRENT TOURISM PEOPLE ACTION

� We are currently working with the NTO Impact Group (Dialogue Implementation
Group), and we will be shortly working with Future Skills Scotland to identify current
and past market intelligence and make information accessible to the industry.

� We will respond to research results by stimulating new methods of skills delivery e.g.
Bigthistle.com

RECOMMENDATIONS

The tourism industry in Scotland can offer many career opportunities to people of all ages
and abilities in hospitality, visitor attractions, transport, travel and retail - at all levels through
to senior management. There are also opportunities for self-employment and business start-
ups.
Many industry operators offer excellent employment packages, which include flexible shift
patterns, good remuneration and a commitment to people development. Indeed in places such
as Edinburgh, such human resource practices are vital if tourism businesses are to compete in
a tight labour market.

However it is also true that some sections of the industry suffer from a poor reputation in
career terms, and the nature of the industry is such that tourism businesses can be operated by
owners/managers who are themselves lacking relevant skills.
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This has often led to advice from careers influencers (teachers, parents etc) to young people,
to avoid the industry in favour of seeking a “proper” job!

Whilst Tourism People must and will work with employers to improve their practices, there is
a need for all involved in the industry (businesses, trade bodies, public agencies and
government) to talk-up the industry, and promote examples of good practice.

For many people, especially the young, “tourism” simply means foreign travel and holidays
abroad.
There is a need to promote the economic importance of, and the opportunities available in our
domestic tourism industry, and this should start at primary school level.

If we don’t have the right people, with the right skills we will undermine the investment in the
product and its marketing and promotion. We will also damage the reputation that Scotland
has and inhibit the economic contribution that tourism can make.

Current Tourism People Board Members and Relevant Linkages:

Chairman: Brian Houston
Tourism People’ is chaired by Brian Houston, recently retired from a career as a management
consultant. Brian’s earlier career was spent as a manager and consultant with several Scottish
companies and public bodies. Latterly he has worked across Europe and in Asia and the USA
consulting to mainly multinational clients in strategy development, management of major
business transformations and the coaching and development of boards and management
teams.

Board member VisitScotland

Paul Bean
Marriott Dalmahoy Hotel & country club
Corporate Spokesman for Marriott Scotland
Member of Scottish Tourism Forum

Derek Brown
The Edrington Group (Highland Distillers)

Stephen Ellis
Oko & Fusion Restaurants, Glasgow
Chairman of SME Reference Group, Scottish University For Industry

Kay Frew
The Auld Hoose Restaurant, Inverness
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Hans Rissmann
Edinburgh International Conference Centre
Investors in People Scotland, Investors in People UK, Board of the Sectors Skills Council
‘Hospitality, Leisure Travel &Tourism’

John Downie
Federation of Small Businesses

John Brinkins
Scottish Enterprise Tourism Team

Liz Buchanan
Tourist Board Training Ltd (Area Tourist Board/ VisitScotland partnership)

David Cochrane
Divisional Director for Springboard in Scotland

Audrey MacLennan
Highlands and Islands Enterprise Tourism Team

Marc Robertson
Manager for Hospitality Training Foundation (National Training Organisation)
Currently being replaced by new Sector Skills council for ‘Hospitality, Leisure, Travel &
Tourism’ Sector

Denise Drummond, the Director of ‘Tourism People’ has successfully operated in the
tourism industry for the past 25 years

TOURISM PEOPLE Partner Organisations:

British Hospitality Association (BHA)
The British Hospitality Association has been representing the hotel, restaurant and catering
industry for ninety years.  The association exists to ensure that the views of the British
hospitality industry are represented in a forceful, coherent and co-ordinated way to
government and policy makers in the UK and internationally, in order that its members’
businesses can flourish.

Careers Scotland (CS)
Careers Scotland aims to: Improve the employability and enterprise skills of the people of
Scotland, To increase participation in learning and employment, To be the leading national
advocate for the guidance and employability sector, In the Highlands and Islands- To make it
easy and encouraging for people to access our services regardless of geography and
circumstances.

Future Skills Scotland (FSS)
Aims to address labour market intelligence (LMI) for all sectors in Scotland.

Highlands & Islands Enterprise (HIE)

Hospitality Training Foundation (Hot)
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During the past thirty years they have been an independent and dedicated organisation that
represent hospitality employers.  Their mission is to improve the quality of the hospitality
industry by helping to develop better people with better skills through the right education,
training and qualifications

Hotel and Catering International Management Association (HCIMA)
This is a professional body for managers and potential managers in the hospitality industry
and is a registered charity.  It was founded in 1971 and brought together the common interests
of both the public and private sectors and covers all sectors of the industry from hotels,
contract catering, restaurants and pubs.

Scottish Enterprise (SE)

Sector Skills Council (SSC)
Currently at the set-up stage the SSC will represent Hospitality, Leisure, Travel and Tourism
at a UK level. The bid to form the above SSC is currently at the development stage with the
Sector Skills Development Agency (SSDA).

Scottish Tourism Forum (STF)
This forum was set up to articulate and represent industry’s views on business regulation,
marketing, investment, quality, all facets of business competitiveness and on Scotland’s
international performance.

Springboard (SB)
They aim to provide education and relevant support services to young people, the unemployed
and disadvantaged groups in society prepare for working in hospitality, leisure, travel and
tourism.

Tourist Board Training (TBT)
A partnership between VisitScotland and the Area Tourist Board Network.
which, as well as operating as the training and development body for the ATBs, has sought to
provide training and development where there have been gaps in traditional provision

VisitScotland

Tourism People, 1st October 2002
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The Hospitality Training Foundation

 Submission to the Tourism Inquiry
Of

The Enterprise and Lifelong Learning Committee

Introduction

The Hospitality Training Foundation [HtF] welcomes the opportunity to give
evidence to the Enterprise and Lifelong Learning Committee in its Tourism
Inquiry.

HtF was the former National Training Organisation for the hospitality sector and
is currently involved in the Development Phase to become an employer-led
Sector Skills Council [SSC]1. The SSC will be wholly employer-led and represent
the hospitality, tourism, leisure and travel sectors. It plans to be fully established
by March 2003. The SSC will lead in the development of the training and skills
agenda throughout this sector and build upon the work of HTF in the past.

The current 'Tourism Framework for Action' is keen to present its vision of
'Scotland as a must-visit destination where visitor's needs come first and tourism
makes a vital contribution to economic growth'. This is further borne out in the
priorities of the strategy, which alongside market positioning include
consumer/customer focus and enhancing the status. HtF certainly supports this
but would also argue that the enhancing of this status must include training and
skills development as part of the equation for a successful tourism strategy. HtF
feels that the importance of skills issues are not adequately articulated in the
current 'Tourism Framework for Action'.

Priorities for the Skills Agenda

The main challenge for the Sector Skills Council is to address the issues of
recruitment, retention and skills shortages within the hospitality, tourism, leisure
and travel sector.
The priorities for this wide sector include skills and customer service, the image
of the sector, qualifications, research and skills intelligence and employer
engagement in the skills agenda. Underlining all of this is the fact that tourism is
a service industry and success depends on the relative acceptance of this
service product by its customers.

� Skills development
HTF believes that training and skills development is the key to the success of the
tourism industry.
                                                          
1 For more details about the SSC structure and HTF's position see www.ssda.org.uk
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HtF did not provide a submission to the original call from the Tourism Inquiry
because the questions did not mention training and skills development but
focused on marketing issues. However it is interesting to note that an emphasis
has now been placed upon training and skills development by other submissions
to the Committee and most notably by the Stevens and Associates' research.

The Stevens and Associates' research calls upon the tourism structure to include
support for a professional, skilled and trained workforce as a priority. It points out
the importance of investing in young talented managers who are appropriately
trained and it calls for a genuine commitment to quality service and the
appropriate training and skilling of those involved in that service delivery. HtF
fully supports this focus. There has to be a genuine commitment to quality
service in the tourism strategy and there must be appropriate training and skilling
available to achieve this.

Skills and customer service are a key constituent of the tourism product. Whilst
the issues of infrastructure, travel etc are undoubtedly important, it is the service
element that makes the difference. Without a well-trained and motivated
workforce, the tourism industry will never be the success story it aspires to be.

� Image

Tourism suffers from a poor image as a sector to work in, to choose as a career
or to develop professionally in. HtF has been actively encouraging improved
professionalism and clearer career progression routes. This can be seen within
the Scottish Credit and Qualifications Framework.
Tourism must be promoted as a first choice career and present itself as a viable
option for young people. This commitment must be generated throughout the
tourism strategy.
It is equally important to address the negative social attitudes to tourism by
improving the public and political understanding of the role of tourism in the
Scottish economy. This is associated with improving the professionalism, career
progression and skills base of those who work in or whose activities support,
tourism in Scotland.

� Qualifications

SVQ’s are increasingly the industry standard qualification in hospitality, travel
and some areas of tourism. They provide an excellent programme for skills
development but HtF recognises that they are not always the right choice for all
businesses.
HtF writes the national occupational standards, puts together the vocational
qualification programmes, and designs and operates the Modern Apprenticeship
system for hospitality. These are all developed through close consultation with
the industry, key stakeholders, vocational training providers and Further and
Higher Education. The SSC will have similar statutory obligations across the
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sector. HtF is aware of current issues with SVQs and of employers' demand for
greater flexibility of qualifications. A national tourism strategy should be able to
recognise this drive for flexibility and positively support the progress of
qualifications in the sector.
Modern Apprenticeships are gaining favour in the industry, and these
programmes continue to offer a first class structured training programme for
young people but they too must be developed in partnership with employers and
strive to match their needs.

Flexibility of training delivery must also be actively encouraged. New models of
learning delivery (i.e. Information Technology) will revolutionise the way industry
access all forms of training, at all levels. HtF is keen to ensure that any form of
training delivery is of sound quality and that it is delivering a product that reflects
the needs of the tourism sector.

The tourism sector also requires a broader approach to the funding of training
and how vocational courses are funded in order to address the requirements of
small businesses. This may include helping businesses to access more pertinent,
introductory training, which they could then progress to a vocational qualification
or addressing the training of the over 25s.

The previous Tourism Strategy laid down targets for programmes and initiatives
such as Modern Apprenticeships and Individual Learning Accounts and the
targets were achieved by HtF. In the future it is important that the approach to
such programmes is backed by employers and presents a consistent and quality
product.  A clear and focused tourism strategy needs to recognise the
contribution that a range of qualifications, funding, delivery and access makes to
the success of the end product.

� Labour Market Information

HtF has been providing the labour market information and skills foresight
research for the hospitality industry for many years and the SSC will be providing
the same information for the hospitality, tourism, leisure and travel sectors in the
future. This information must be interpreted in a sector context and disseminated
throughout the industry. Accessibility to such information must be as wide as
possible. This information will also be fed into Future Skills Scotland.
It is pertinent that the Stevens and Associates' research focuses upon this
research base for one of their key points. They argue for an' adequate,
appropriate, quality research base that supports future strategic planning'. They
also emphasise that 'industry be involved in shaping this research agenda' ' that
the 'intelligence is continually updated' and that the 'results are communicated to
the industry on a regular and frequent basis'. HtF already adopts this approach
with its labour market information and the sector skills foresight information as
well as frequently providing the industry with detailed research into other aspects
of skills information.
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There is a clear need to build on the momentum in demand for training and
solutions for skills shortages and recruitment difficulties that is already being
made in the tourism and hospitality sectors. The challenge is to ensure that this
momentum continues. This means that industry must have up-to-date LMI which
government and employers require for effective decision-making.

� Employer Engagement

HtF also supports the focus placed by the Stevens and Associates research on
creating a clear and focused national tourism strategy that engages directly with
leading private sector representatives. The SSC will be in a good position to add
clarity to the strategy by providing the employer focus to training and skills
development. Communication and marketing of the benefits of training needs to
SMEs is a vital part of the agenda for tourism.
HtF has a robust network of contacts throughout the sector and consults with the
employer networks on a regular basis. As an SSC, it will continue to act in close
partnership with the other bodies representing employers such as the British
Hospitality Association and the Scottish Tourism Forum. Employer engagement
must be sought on all aspects of the tourism strategy. This buy-in is crucial.
As part of this clear and focused tourism strategy, public sector involvement must
also be clarified. The public sector can lead, innovate and cajole, but ultimately it
is down to businesses to improve themselves. Public bodies should be there to
help fund education and training provision. HtF would also urge the public bodies
to improve the quality of how vocational qualifications are delivered in the
workplace.

Conclusion

HtF, as the Sector Skills Council for hospitality, tourism, leisure and travel, will
continue to assist government and employers to meet their skills agendas. This
skills agenda within the tourism sector must be clearly supported by the public
agencies and not undervalued. It is as a crucial element to the success of a
national tourism strategy. This strategy must be clear and focused and led by
private industry if it is to contribute effectively to the Scottish GDP and the
economic and social life of the nation and its communities.
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Enterprise and Lifelong Learning Committee

Meeting 8 October 2002

Budget 2003-04: Stage 2 Scrutiny

Introduction

The purpose of Stage 2 scrutiny of the budget is for the Committee to report to the
Finance Committee with comments on the relevant sections of the draft budget.

The Executive’s spending plans for 2003-4 were published on 12 September, as
Building a Better Scotland (BaBS), which includes the outcome of the UK Spending
Review.  The relevant sections – the Introduction and the Enterprise and Lifelong
Learning section – are attached (paper EL 02/27/4, paper copy only).  The section
on Tourism, Culture and Sport does not disaggregate the spend for Tourism and has
not been attached.

In his response to the Committee’s Stage 1 budget, the Minister agreed to offer
provision outturn figures for 2001-02 prior to consideration of Stage 2 of the budget.
The letter gave a commitment to have these figures available ‘at the end of
September.’  The table attached to this cover note gives outturn figures to level 2.
Members should note that these figures have not yet been audited.  The Executive
states that ‘it is not impossible that the audit process could alter the data or
subsequently alter the interpretation of it.’

The Minister also answered most of the other queries made by the Committee in its
Stage 1 report (see paper EL 02/27/7 attached).

The main area of interest for member at Stage 2 may therefore be the figures given
in Building a Better Scotland (BaBS).

Enterprise and Lifelong Learning Budget

The papers for this agenda item include a SPICe briefing paper (attached as paper
EL 02/27/5) which provides comparisons between the Annual Expenditure Review
and Building a Better Scotland (BaBS).  This demonstrates the impact of the
Spending Review on Executive plans over the planning period 2002/3 – 2005/6.

Building a Better Scotland contains the total budget for Enterprise and Lifelong
Learning (level 1), and the amounts for the major budget headings such as the
Enterprise Networks and the Funding Councils for Further and Higher Education
(level 2).  More detailed information will not be available in time for the Committee’s
Stage 2 scrutiny process.

Building a Better Scotland incorporates the full integration of Resource Account
Budgeting into the proposals, which means that direct comparisons with the Annual
Expenditure Report (Stage 1 of the budget process) are not straightforward.  Table 2
in  the SPICe paper demonstrates the differences between the 2003/4 figures in the
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Annual Expenditure Report and Building a Better Scotland (paper EL 02/27/5, page
3).

The papers for this agenda item comprise:
EL/02/27/3 Cover Note
EL/02/27/4 Extract from Building a Better Scotland
EL/02/27/5 SPICe briefing on the ELL budget
EL/02/27/6 Adviser Notes The Committee had asked for a series of short

information papers on a range of topics to underpin scrutiny at
Stage 2;

EL/02/27/7 Scottish Executive response to Stage 1 Report
EL/02/27/8 Scottish Enterprise response to Stage 1 Report

The Minister for Enterprise, Transport and Lifelong Learning is attending to answer
questions on the Enterprise and Lifelong Learning Budget.  Members should be
aware that transport is not within the Committee’s remit, and that tourism is not
within the Minister’s remit.  The Minister for Tourism, Culture and Sport will be
attending the Committee meeting on Wednesday 30 October as part of the inquiry
into tourism.

Key Issues

There are a number of issues arising from the information presented to the
Committee which members may wish to raise with the Minister, including:

� the proposals for additional spending contained in BaBS;
� the balance between SEELLD expenditure on Lifelong Learning and Enterprise;1

� the rationale for the SEELLD budget (while increasing in real terms) falling as a
share of the total Scottish budget (particularly given that education and jobs are two
of the stated priorities of the Scottish Executive);

� the dramatic increase in the ELL ‘other’ line by 2005-06;
� the increase in expenditure on Highlands and Islands Enterprise for 2003-04 of 21

per cent between the Annual Expenditure Report and BaBS;
� the budgetary implications of the review of Regional Selective Assistance;
� the likely budgetary implications for the Scottish economy once the current

European Structural Funds programmes end in 2006;
� the question of whether allowance been made to cover those Further Education

colleges currently in debt;
� the budgetary implications of the results of the Research Assessment Exercise;
� the reasons for the Funding Councils overspending in 2000-01 and 2001-02, and

any changes to the 2002-03 budget likely in the forthcoming Autumn Revisions.

Simon Watkins
Clerk

                                           
1 SAAS and the Funding Councils account for 70 per cent of the department’s expenditure.  However,
both SE and HIE also have a role in lifelong learning e.g. Skills and Learning.
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Enterprise and Lifelong Learning Committee

Meeting 8 October 2002

Budget 2003-04: Stage 2 Scrutiny

Please find attached the following extracts from the document Building a Better
Scotland:

� Introduction
� Enterprise and Lifelong Learning Budget

This paper has not been circulated as an electronic document.

Simon Watkins
Clerk to the Committee
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EL 02/27/5
Budget Briefing for the
Enterprise and Lifelong
Learning Committee

1 October 2002

SCOTTISH EXECUTIVE SPENDING PLANS:
ENTERPRISE AND LIFELONG LEARNING

MURRAY MCVICAR

This briefing provides an analysis of the enterprise and lifelong learning elements
of the Scottish Executive’s spending plans.  These were published on 12
September 2002, following the UK Spending Review in the summer.

INTRODUCTION
Stage 2 of the Budget process for 2003-04 began on 12 September with the
publication of the Scottish Executive’s revised spending plans.  These include the
additional monies coming to Scotland from the UK Spending Review in July 2002.
The document, Building a Better Scotland (BaBS), contains spending at portfolio
and sub-portfolio levels (levels 1 and 2).1  More detailed information will be
published in the final draft budget, although this will not be available until late
October.

THE SPENDING REVIEW
The 2002 Spending Review revises existing plans for 2003-04 and outlines new
plans for 2004-05 and 2005-06.

1 Scottish Executive (2002), Building a Better Scotland.  Spending Proposals 2003-06: What the money buys.
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The budget of the Scottish Executive Enterprise and Lifelong Learning
Department (SEELLD) has seven level 2 components, which mainly comprise
funding to its NDPBs and executive agency.  Table 1 shows the expenditure at
sub-programme level and the changes that will occur between 2002-03 and 2005-
06.  These are presented in real terms, with all the figures at 2001-02 prices.2

The biggest recorded increases are in the budgets for the Funding Councils, and
‘other’ ELL expenditure.  Small falls are recorded for Scottish Enterprise and
Highlands and Islands Enterprise.  Overall the SEELLD budget is planned to
increase by 6 per cent in real terms between 2002-03 and 2005-06.  This
compares with a real terms increase of over 14 per cent in the total Scottish
budget over the same period.3

Table 1. New Spending Plans - ELL Budget (real terms, 2001/2 prices)

Programme 2002-03
Plans

2003-04
New Plans

2004-05
New

Plans

2005-06
New

Plans

Difference
02/3 to

05/6 %

£m £m £m £m £m %

Student Awards Agency for Scotland 337 345 345 338 1 0
Scottish Further Education Funding Council 410 408 433 457 47 11
Scottish Higher Education Funding Council 683 691 715 728 45 7
Scottish Enterprise 423 424 421 411 -13 -3
Highlands and Islands Enterprise 85 89 86 84 -1 -1
Regional Selective Assistance 68 63 61 60 -8 -12
Enterprise and Lifelong Learning Other 64 73 86 109 44 69

Total 2070 2092 2148 2187 116 6

Tourism, Culture and Sport 194 199 218 230 36 19

Proposals for new spending4

Specific budget pledges during the Spending Review period are as follows:

� an additional £0/8/26 million in Educational Maintenance Allowances (EMAs)
� a further £5/10/10 million for Modern Apprenticeships (MAs), with an increase

in the number to over 25,000
� extra funding of £3/40/78 million to further education
� Higher Education to receive a ‘boost’ of £4/48/82 million (£25 million in 2004-

05 to invest in strengthening science and research capacity, rising to £35
million in 2005-06)

� additional funding of £0/3/3.5 million for a new scheme of Individual Learning
Accounts

2 HM Treasury (2002) GDP Deflators (updated on 28/06/02)
3 BaBS does not desegregate plans for Tourism, Culture and Sport
4 Scottish Executive (2002), Building a Better Scotland, p.37



providing research and information services to the Scottish Parliament

3

Table 2 shows the changes between the 2003-4 figures as recorded in this year’s
Spring Annual Expenditure Report (AER)5 and the new spending.  It can be seen
that the greatest proportionate changes are in Highlands and Islands Enterprise
and in ‘other’ ELL spending, although no more detailed information is provided.
Overall, there is a £50m increase in the ELL budget over the Spring plans (over 2
per cent).  This is in line with the increase in the total Scottish budget.

The impact of Resource Accounting

However, members should note that BaBS cautions against direct comparison
between the two documents because of Resource Accounting and Budgeting
(RAB). RAB is the new form of budgeting across the UK, and Spending Review
2002 is the final stage of its introduction.  This means that, in some spending
areas, it is not strictly accurate to compare the 2002-03 and 2003-04 figures in
BaBS with those in the AER (because they are budgeted on a different basis).
BaBS states that a 'reconciliation' between the AER and the new numbers will be
published later in the autumn. 6

Table 2. Differences between the AER and BaBS 2003-04

 AER
2003-04

Building a
Better

Scotland
2003-04 Difference %

£m £m £m %

Student Awards Agency for Scotland (within DEL) 362 362 0 0
Scottish Further Education Funding Council 425 429 4 1
Scottish Higher Education Funding Council 721 726 5 1
Scottish Enterprise 426 445 19 4
Highlands and Islands Enterprise 77 93 16 21
Regional Selective Assistance 66 66 0 0
Enterprise and Lifelong Learning Other 71 77 6 8

Total (minus tourism) 2148 2198 50 2

5 Scottish Executive (2002) The Scottish Budget 2003-04, p.15
6 Scottish Executive (2002) Building a Better Scotland, p.13
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Figure 1 below outlines the major components of spend within the Enterprise and
Lifelong Learning Budget for 2003-04 following the Spending Review.  As can be
seen, four organisations account for 90 per cent of the £2.2 billion budget – the
Further and Higher Education Funding Councils, the Student Awards Agency for
Scotland and Scottish Enterprise.

Figure 1. Share of SEELLD portfolio (2003-04 BaBS)
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NEW SPENDING PLANS IN CONTEXT
Table 3 sets the SEELLD Budget (as presented in BaBS) in the context of the
total Scottish budget.  The table indicates the changes in the overall share of the
Executive budget for each level 1 budget heading from 2002-03 (the last year of
the old planning period) to 2005-06.  The figures indicate that Health and Local
Government account for nearly two thirds of the total budget.  The Enterprise and
Lifelong Learning Department accounts for 10 per cent of the budget in 2002-03,
falling to just over 9 per cent by the end of the period (although actual spending
will increase in real terms).

Table 3.  Portfolio share of Total Managed Expenditure

2002-03
(BaBS) 2003-04

(BaBS)
2004-05
(BaBS)

2005-06
(BaBS)

Change
2002-03 to

2005-06

£m £m £m £m

Central Government Support for Local Authorities 33.8 33.7 33.3 32.7 -1.1
Children and Central Government Education 1.0 1.2 1.4 1.4 0.4
Community Care 0.0 0.1 0.1 0.1 0.0
Crown Office and Procurator Fiscal 0.3 0.4 0.4 0.4 0.1
Enterprise and Lifelong Learning 10.1 9.6 9.6 9.3 -0.8
Environment 1.9 1.7 1.7 1.7 -0.2
EU Structural Funds 0.9 0.8 0.7 0.6 -0.4
Food Standards agency 0.0 0.0 0.0 0.0 0.0
Forestry 0.4 0.4 0.4 0.4 -0.1
Health 31.4 31.8 32.5 33.1 1.7
Justice 3.5 3.4 3.3 3.2 -0.3
Modernising Government Fund 0.1 0.1 0.1 0.1 0.0
Rural Affairs 2.9 2.9 2.8 2.6 -0.3
Scottish Executive Administration 1.0 1.0 1.0 0.9 -0.1
Scottish Executive Associated Departments 0.1 0.1 0.1 0.1 0.0
Scottish Public Pensions Agency 1.1 1.3 1.3 1.4 0.3
Social Justice 3.8 3.7 3.8 3.7 -0.2
Tourism, Culture and Sport 0.9 0.9 1.0 1.0 0.0
Transport 5.7 6.2 6.1 6.2 0.5
Scottish Parliament & Audit Scotland 0.7 0.6 0.4 0.3 -0.4
Contingency Fund 0.1 0.1 0.2 0.5 0.5
Public Sector Reform 0 0.1 0.1 0.4 0.4

Total 100 100 100 100 0.0

TOURISM
Planned expenditure on Tourism, Culture and Sport, will increase in real terms by
19 per cent between 2002-03 and 2005-06.  However, it is not possible from the
BaBS document to disaggregate planned expenditure on VisitScotland from the
Tourism, Culture and Sport line.

The document states that, over the Spending Review period, the Executive will:

� increase in each year (£1/2/3 million) the money spent on marketing Scotland as a
tourist destination for both Scots and visitors - promoting Scotland around the world
with benefits for tourism, and also for jobs and exports
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� increase by £2.5 million in 2004-05 and £4.7 million in 2005-06 our direct funding of
Historic Scotland, who look after some of Scotland's top historical landmarks,
including world class attractions such as Edinburgh Castle and Skara Brae -
sustaining jobs, generating economic benefits across the country

� support a new Major Events Strategy to be launched later this year aimed at making
Scotland one of the top major events venues in the world by 2015 - promoting
Scotland as a world class location

� provide the resources to support the costs of stadiums and other related work
necessary if the joint Scotland/Ireland bid for Euro 2008 is successful a tremendous
opportunity to attract additional visitors to Scotland and to put Scotland on the global
stage7

In the ministerial statement accompanying the launch of the document, Andy Kerr,
the Finance Minister, stated that over the next three years, there would be an
additional 23m for the tourism industry.8

CHRONOLOGY OF ELL SPEND
In the past, the Enterprise Committee has expressed concern that all budget
documents (AER, Draft Budget and the Budget itself) are in ‘plans’ terms, as
opposed to recording the actual spend in previous years.  This is done to enable
accurate comparison across the years from the same base assumptions.
However, it has been argued that members cannot make decisions about future
spending plans without understanding the actual spend of previous years.
Therefore, Table 4 presents these figures for the period 2000 to 2004.  For 2000-1
and 2001-02 outturn figures have been estimated by using the budget documents
for these years (published in January each year) plus the revisions published in
Autumn and Spring. These will not reflect any changes following the Spring
revision for each year and should be taken as indicative.9

There were no published draft plans for 2000-01, and no revisions for 2002-03
have yet been produced.

The main point to note is the substantial difference between spending as
budgeted for in January 2000 and 2001, and the actual expenditure for 2000-01
and 2001-02.  Both Funding Councils incurred greater expenditure than budgeted
for in 2000-01 and 2001-02, while Scottish Enterprise spent at exactly the
budgeted total.

In its Stage 1 report this year, the Committee noted that in the budget for the
Student Awards Agency, £48 million for bad debts together with £52 million for
Capital Charges had been removed from the budgets for 2002-04.  In his

7 Scottish Executive (2002), Building a Better Scotland, p.28
8 SP OR 12 September 2002, col. 13671
9 Sources. For 2000-01: Scotland’s Budget Documents 2000-01, plus Autumn and Spring Revisions.  For
2001-02: Scotland’s Budget Documents 2001-02, plus Autumn and Spring Revisions. For 2002-03: The
Scottish Budget 2003-04: The Annual Expenditure Report of the Scottish Executive, plus Scotland’s Budget
Documents 2002-03.  For 200304: The Annual Expenditure Report, plus Building a Better Scotland
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response, the Minister confirmed that these adjustments were the result of
changes in the resource budgeting treatment of student loans and stressed that
‘these adjustments have absolutely no impact on the funding  available for student
support.’

Table 4.  Reconciling the documents (cash terms)

Budget (as
passed)

Outturn
(based on

Spring
revisions)

Draft
Budget

Plans

Budget
(as

passed)

Outturn
(based on

Spring
revisions)

Draft
Budget

Plans

 Budget
(as

passed)  AER

Building
a Better

Scotland

£m £m £m £m £m £m £m £m £m

SAAS (within DEL) 189 212 430 487 328 436 346 362 362
SFEFC 358 371 413 416 425 429 419 425 429
SHEFC 609 631 660 659 705 676 699 721 726
Careers Guidance 23 24 30 31 28 33 0 0 0
Scottish Enterprise 392 393 395 398 399 396 419 426 445
HIE 66 70 68 68 75 70 74 77 93
Regional Selective Assistance 70 83 76 76 61 70 70 66 66
Other 22 47 50 48 86 55 66 71 77

Total (minus tourism) 1729 1831 2122 2183 2107 2165 2093 2148 2198

2000-01 2002-3 2003-42001-2

ISSUES

� Is the balance between SEELLD expenditure on Lifelong Learning and
Enterprise correct?10

� Given that education and jobs are two of the stated priorities of the Scottish
Executive, is it appropriate that the SEELLD budget (while increasing in real
terms) is falling as a share of the total Scottish budget?

� Are members content with the proposals for additional spending (page 2
above)?

� Why is expenditure in the ELL ‘other’ line (Table 1) expected to increase so
dramatically by 2005-06?

� What will be the pattern of expenditure on VisitScotland over the Spending
Review period?

� Why has expenditure on Highlands and Islands Enterprise for 2003-04 (Table
2) increased by 21 per cent between the Annual Expenditure Report and
BaBS?

� What are the budgetary implications of the review of Regional Selective
Assistance?

10 SAAS and the Funding Councils account for 70 per cent of the department’s expenditure.  However, both
SE and HIE also have a role in lifelong learning e.g. Skills and Learning.
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� What will are the likely budgetary implications for the Scottish economy once
the current European Structural Funds programmes end in 2006?

� Has allowance been made to cover those FE colleges currently in debt?

� What are the budgetary implications of the results of the Research
Assessment Exercise?

� Why did the Funding Councils overspend in 2000-01 and 2001-02 (Table 4)?
Are any changes to the 2002-03 budget likely in the forthcoming Autumn
Revisions?

If you have any comments or questions about this Budget Briefing, please contact Murray McVicar
on extension 85377 or murray.mcvicar@scottish.parliament.uk

Budget Briefings are compiled for the benefit of Members of Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.

mailto:murray.mcvicar@scottish.parliament.uk
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NOTE 1: REGIONAL DEVELOPMENT AGENCIES  - COMPARATIVE
ADMINISTRATIVE COSTS AND TOTAL EXPENDITURE

The table below sets out the levels of total expenditure, administrative expenses
and wages and salaries for eight of the nine regional development agencies.
Administrative costs and wages and salaries of the English regional development
agencies are much smaller proportions of total agency expenditures than for the
Welsh Development Agency and Scottish Enterprise. This can be explained by
the fact that the remit and terms of reference of the English regional agencies
are narrower than those in Wales and Scotland. The London Development
Agency (LDA), in particular, has quite a large budget but very low levels of
running costs. Much of the development work of LDA is property-based and
deals with urban regeneration. Scottish Enterprise has a much wider area of
responsibility for than any of the English regional agencies. The RDAs are
relatively new and it remains to be seen how far they are able to extend their
operational remits.

Table 1: Regional Development Agencies’ Administrative Costs and Total
Expenditure: 2001-02

Agency Total
Expenditure

(£m)

Administration
& Expenses

(£m)

(% of Total
Expenditure)

Wages &
Salaries (£m)

(% of Total
Expenditure)

Welsh
Development
Agency (DA)

146.587 33.665 23.0 22.033 15.0

Scottish
Enterprise

392.7 73.7 18.8 49.6 12.7

East of England
DA

36.797 5.493 14.9 3.289 8.9

North East DA 152.421 16.583 10.9 7.020 4.6
South East
England DA

82.233 8.533 10.4 4.680 5.7

Yorkshire
Forward

163.722 14.868 9.1 6.279 3.8

South West
England AD

95.894 8.253 8.6 4.365 4.8

North West AD 277.0 23.8 8.6 8.6 3.1
East Midlands

DA
92.106 8.82 9.6 4.85 5.3

London DA 246.84 5.645 2.3 2.719 1.1

Sources: Annual Reports 2001-02
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NOTE 2: COMMENTS ON THE SCOTTISH EXECUTIVE’S REPONSE TO THE
COMMITTEE’S STAGE 1 REPORT

In his recent (16th September, 2002 ) response to the convenor, the Minister
accepted a number of the Committee's recommendations. In particular, the
Committee's comments and recommendations regarding Scottish Enterprise
appear to have been accepted in full by the minister.

I therefore offer a few comments on the additional information provided by the
Executive in respect off cross-cutting budget work between Enterprise and
Lifelong Learning and other Departments. The examples of cross cutting budget
work given by the Executive appear to be mostly demand-driven, i.e. of necessity
Departments need to work together in drawing up budgets in areas such as the
Education of Health Professionals, Teacher Training and Childcare. The
example relating to the Scottish Qualifications Authority is one in which resource
planning is required by statute.

The review of Regional Selective Assistance has produced a number of sensible
proposals to improve the operation of RSA. The scale and number of these
initiatives makes it important that the new procedures are monitored effectively to
ensure that they are effective in delivering an improved service. The decision to
accept more risk in giving assistance to high technology projects is noteworthy.
The Committee might wish to inquire what additional criteria will be used in the
assessment of risk in these projects. A higher failure rate is readily
acknowledged in the new initiative. What are the risk/return targets implicit in this
change of policy? Will the use of RSA in supporting at higher risk projects be
purely demand driven or has an indicative allocation been made?
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NOTE 3: ANALYSIS OF COMPREHENSIVE SPENDING REVIEW (CSR)

Tables 1 and 2 below set out the comparative results of the CSR on the
Enterprise and Lifelong Learning elements of Building a Better Scotland. For the
UK as a whole the CSR set out an average real increase in spending on
Education of 5.7%. It has not been possible to strip out of the UK total the
Further and Higher Education spends and so the comparison can only be made
in terms of overall Education spending. When a more complete disaggregation of
the CSR is made available it may be possible to compare the ELL Education
allocation with its national counterparts.

 Row 7 in Table 1 shows the total level of real expenditure on Education in
Scotland. It includes expenditure by Local Authorities (Specific Grants (row 6)).
Spending on Education in Scotland is set to rise by an average of 4.3% per
annum out to 2005-06 and this compares with average annual growth rates of
6% and 5.7% for England and the UK as a whole respectively. The ELL element
of Education expenditure is set to rise by just over 2% per annum between 2002-
03 and 2005-06.

Table 1: Comparative Education Expenditure in the CSR and BABS
(£million in constant 2001-02 prices)

2002-03 2003-
04

2004-
05

2005-
06

Average
annual
real
change
(%)

1 Scottish Awards
Agency

337 345 345 338 0.1

2 Scottish HE Funding
Council

683 691 715 728 2.2

3 Scottish FE funding
Council

410 408 433 457 3.6

4=1+2
+3

“ELL” Education 1430 1,444 1,493 1,523 2.1

5 Education& Young
People

219 276 332 342 16.3

6 Specific Grants 185 133 139 217 10.8
7=4+5
+6

Total “Education”
(Scotland)

1,834.3 1,853 1,964 2,082 4.3

8 Total “Education”
(England)

45,000 48,100 50,000 53,200 6.0

9 Total “Education”
(UK)

53,700 57,100 59,800 63,500 5.7
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Turning to the level of expenditure on Enterprise, the CSR plans for an annual
average increase in expenditure on Trade and Industry of 2.8% over the 2002-03
to 2005-06 period as set out in Table 2 (row 6). The English RDAs’ budget will
rise by an annual average of 4.5% (row 6). The ELL Enterprise spend over the
same period is set to fall by 1.2% per annum. There is clearly a divergence in
policy priorities in terms of support for industrial development between Scotland
and England. Perhaps the relatively generous treatment of the RDAs  reflects the
fact that they are still comparatively immature.

The latest Northern Ireland draft budget also reflects something of a
downgrading of industrial development in the Executive’s priorities. In each of the
next four years between £40 and £50 million will be taken off the Invest Northern
Ireland budget.

The ELL Other heading which comprises, inter alia, the Renewables Obligation,
learndirect scotland and EMAs will grow rapidly over the next four years. The
Committee might like to find out which level 3 category of spending will receive
the largest increases.

Table 2: Comparative Enterprise Expenditure in the CSR and BABS
(£million in constant 2001-02 prices)

2002-03 2003-
04

2004-05 2005-
06

Average
annual
real
change
(%)

1 Scottish Enterprise 423 424 421 411 -1.0
2 Highlands & Islands

Enterprise
85 89 86 84 -0.3

3 Regional Selective
Assistance

68 63 61 60 -3.4

4 Enterprise & Lifelong
Learning Other

64 73 86 109 +19.5

5=1+2+3
+4

Total “ELL”
Enterprise

576 576 568 555 -1.2

6 Regional
Development
Agencies

1,585 1,711 1,744 1,812 +4.5

7 Trade & Industry
(UK)

4,700 5,000 4,900 5,100 +2.8
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NOTE 4: TOURISM NUMBERS AND PROMOTIONAL EXPENDITURES 1994-
2001

The total number of tourist bednights peaked at 97.3 million in 1997 and stood at
78.2 million in 2001. The number of overseas bednights peaked  at 20.5 million
in 1996 and last year  stood at 15 million. Figure 1 below shows the total number
of bednights (right hand axis) set against the level of real promotional
expenditure on tourism and the number of overseas bednights (left hand axis).
The level of promotional expenditure in real terms was fairly constant during the
mid to late 1990s. It rose sharply last year presumably in response to adverse
developments in the global economic environment.

Figure 1: Overseas Tourism, Total Tourism Bednights and Tourism
Public Expenditure
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NOTE 5: GLOBAL FOREIGN DIRECT INVESTMENT TRENDS

As Tables 1 and 2 show global foreign direct investment fell by just over 50 per
cent in 2001 in response to the bursting of the technology bubble and other non-
economic factors. Both the United States and European Union suffered falls in
FDI of around 60 per cent. Within the EU the worst affected locations were
Germany (minus 83.7 per cent), Belgium and Luxembourg (minus 79.2 per cent),
Denmark (minus 78.4 per cent) and Ireland (minus 59.5 per cent). In the United
Kingdom as a whole the decline was 53.8 per cent. The decline in FDI in
Scotland last year is estimated at minus 61.5 per cent.
If this is correct then the decline in FDI into Scotland is similar to that
experienced by Ireland over the same period.

Table 1: Global Foreign Direct Investment Trends (1970-2001)
(Inflows in $ millions at current prices)

Year 1970 1975 1980 1985 1990 1995 2000 2001
World 12,526 26,580 54,596 57,596 202,782 330,516 1,491,934 735,146
United
States

1,260 2,560 16,918 20,490 48,422 58,772 300,912 124,435

European
Union

5,127 9,879 21,317 15,879 90,213 114,439 808,519 322,954

Belgium &
Luxembourg

314 955 1,545 1,051 8,047 10,689 245,561 50,996

Denmark 104 267 52 124 1,132 4,177 32,289 6,969
France 622 1,564 3,283 2,595 9,049 23,676 42,930 52,623
Germany 770 689 333 494 2,962 12,025 195,122 31,833
Ireland 32 158 286 164 627 1,447 24,117 9,775
Italy 624 645 577 1,072 6,411 4,842 13,377 14,873
Netherlands 633 1,232 2,278 1,505 10,514 12,301 52,453 50,471
Spain 222 686 1,493 1,968 13,984 6,161 37,523 21,781
Sweden 108 80 251 430 1,971 14,448 23,367 12,734
United
Kingdom

1,488 3,319 10,123 5,476 30,460 19,968 116,552 53,799

Source: UNCTAD
http://www.unctad.org/en/subsites/dite/fdistats_files/fdistats.htm
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Table 2: Change in FDI Inflows 2000-2001

Year 2000 2001 200-01 % change
World 1,491,934 735,146 -50.7
United States 300,912 124,435 -58.6
European Union 808,519 322,954 -60.1
Belgium &
Luxembourg

245,561 50,996 -79.2

Denmark 32,289 6,969 -78.4
Finland 8,834 3,615 -59.1
France 42,930 52,623 +22.6
Germany 195,122 31,833 -83.7
Ireland 24,117 9,775 -59.5
Italy 13,377 14,873 +11.2
Netherlands 52,453 50,471 -3.8
Spain 37,523 21,781 -42.0
Sweden 23,367 12,734 -45.5
United Kingdom 116,552 53,799 -53.8
Source: UNCTAD
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NOTE 6: THE PROOF OF CONCEPT FUND

The Proof of Concept Fund  was launched initially as a three year, £11 million
Fund in October 1999.  However, on the basis of its popularity and the early
indications of significant progress made in the first two years, the Proof of
Concept was extended to £33 million over a six year period. There have been
three funding rounds to date:

� the first round covered the areas of biotechnology, microelectronics and
food and drink.

� The second and third rounds expanded the Fund’s remit to include all
emerging technologies - optoelectronics, creative industries,
communications technologies, forest industries, tourism and energy.

Discussions with Scottish Enterprise indicate that there have been no significant
levels of applicant slippage. The application process screens applications
against a set of project and investment criteria. The application process seems
to be demanding and appropriately rigorous. It is likely therefore that applicants
are more likely to fail to meet the assessment criteria than they are to be rejected
because of lack of resources in the Fund. As the table below shows the initiative
is gradually maturing at each round of funding.

Proof of Concept Fund:
Summary of Awards Rounds I-III

Sector Round I Round II Round III TOTAL
Projects Value Projects Value Projects Value Projects Value

Biotechnology 4 £1.0m 10 £1.5m 15 £2.7m 29 £5.2m
Communications
Technologies

- - - - 4 £0.4m 4 £0.4m

Creative
Industries

- - 5 £0.6m 4 £0.6m 9 £1.2m

Energy - - 5 £0.7m 4 £0.6m 9 £1.3m
Food and Drink - - 5 £0.7m 2 £0.3m 7 £1.0m
Microelectronics 4 £0.4m 5 £1.1m 3 £0.4m 12 £1.9m
Optoelectronics - - 6 £1.0m 4 £0.6m 10 £1.6m
Tourism - - - - 1 £0.2m 1 £0.2m
Other emerging
technologies

- - - - 2 £0.3m 2 £0.3m

TOTALS 8 £1.4m 36 £5.6m 39 £6.1m 83 £13.2m

Round 4 for outline applications to the Proof of Concept Fund closed on the 17th
September. 124 applications were received by the closing date. The amount of
funding applied for totalled just under £20.4 million. The proposals were
submitted from universities, research institutes and NHS trusts throughout
Scotland. Applicants will be informed whether or not they will be invited to
proceed to the detailed application stage by 11th October 2002.
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The Scottish Executive response to the Committee’s Stage 1 Report is
attached.  The Committee’s recommendations are contained within the
response.  The response refers to a letter sent on 13 September, the contents
of which largely duplicate the response and which has not therefore been
attached; a copy of the letter is available from the Clerks if required.

Simon Watkins
Clerk to the Committee
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ENTERPRISE AND LIFELONG LEARNING COMMITTEE’S REPORT TO THE
FINANCE COMMITTEE ON STAGE 1 OF THE BUDGET PROCESS (2003-04)

I am writing in response to the recommendations and submissions contained in the Enterprise and
Lifelong Learning Committee’s report on stage 1 of the budget process for 2003-04.  For ease of
reference, the following paragraph numbers are those as contained in the Committee’s report.

Before commenting, may I just say that I am pleased to note that the Committee has found a big
improvement in the scope and detail of the budget information contained in the ELLD chapter of
‘The Scottish Budget’ and that informal briefing sessions which were introduced for the first time
this year have proved to be beneficial.  I know the Committee is aware of the considerable effort
which staff in the Department – and indeed across the Executive as a whole - put into the Annual
Budgetary Process, often within relatively short timescales and it is good to know that efforts to
improve the content and value of the budget proposals for the benefit of the readership are being
recognised.

Scottish Executive

7. The Committee agreed to confirm its request to the Scottish Executive for provisional
outturn figures for 2001-02, prior to consideration of Stage 2 of the budget process

You wrote to me on 11 June 2002 regarding this same recommendation and in my reply of 13
September 2002 I advised that your request for this information has been considered by the
Executive. I was pleased to tell you that I can offer the information requested. The Executive are
required to prepare and submit their draft accounts for audit by the end of September and only un-
audited figures will be available at that time. The Committee will appreciate that un-audited data
must be treated with care and discretion in the knowledge that it is not impossible that the audit
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process could alter the data or subsequently affect the interpretation of it. However, such provisional
information should assist the Committee in its consideration of the Stage 2 Budget process.

9. The Committee noted that in the budget for the Student Awards Agency, £48 million for bad
debts together with £52 million for Capital Charges had been removed from the budgets for 2002-04.
These alterations appear to be due to changes in the way in which these budget items were treated
under Resource Accounting and Budgeting. The Committee draws the attention of the Finance
Committee to the treatment of these funds.

I can confirm that these adjustments are indeed a result of changes in the resource budgeting
treatment of student loans. The important point to bear in mind is that these adjustments have
absolutely no impact on the funding  available for student support.

10. The Committee would welcome from the Scottish Executive examples of cross cutting
budget work below this level.

ELLD has extensive and close relations with other Departments of the Scottish Executive in policy
implementation and programme delivery.  Careful attention is given to ensuring that so far as
possible there are neither overlaps nor gaps in the way closely aligned programmes are put together,
delivered and funded.

This request was also included in your letter to me of 11 June 2002 and examples were provided in
my reply of 13 September 2002. However these examples giving an indication of the nature of this
activity have been repeated as appendix A for ease of reference .

11. The Committee recognises that the implementation of the new Regional Selective
Assistance (RSA) will require careful management and would welcome details of the rules
changes once available.

The review of RSA, published in February 2002, was not primarily about changing the rules of the
scheme. Rather, its purpose was to consider RSA’s continued relevance and contribution to
Scotland's economic development, and to suggest ways in which the scheme might be improved to
meet future needs.

Following the review, a number of RSA new initiatives are being taken forward, geared to delivering
more focus on growing Scottish firms and to supporting more quality projects.  These initiatives,
grouped under five broad headings and showing how we plan to achieve them, were outlined in my
letter of 13 September 2002 in response to your letter of 11 June 2002. These have been repeated as
Appendix B for ease of reference.  Wilson Malone, the official with lead responsibility for RSA,
would also be happy offer the Committee an informal presentation or discussion about the scheme.

12. In relation to the Scottish Renewable Obligation, the Committee believes that it would be
beneficial to monitor the growth of businesses in this sector and is minded to return to this
issue in due course.

The Executive is committed to creating a policy, economic and planning environment  that will offer
the opportunity for Scotland to become a world leader in renewable technology.  The Scottish
Renewables Obligation (ROS), which came into force on 1 April 2002, is the mechanism by which
the Executive supports and encourages the renewables industry.  Since the ROS came into force, the
amount of interest amongst developers has substantially increased, leading to a number of proposals
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for new development.  We expect these developments to lead to additional economic activity,
particularly in the remoter areas.  The new Vestas wind turbine factory at Campbeltown which
employs 100 people is a good example of employment being created by the renewables sector.

Scottish Enterprise

I am aware that the Committee has written separately to Robert Crawford at Scottish Enterprise
regarding a number of the recommendations in its report. At the present time, officials in the
Enterprise Networks Division in this Department are in discussion with staff in both Scottish
Enterprise and SPICe on the precise nature of the detailed information you are seeking prior to the
Committee’s consideration of stage 2 of the budget process.

For the avoidance of doubt however, let me say that I am sympathetic to the Committee’s requests
for additional information from Scottish Enterprise to help inform its consideration of the budget
process. We are working with Scottish Enterprise to ensure that the information supplied in due
course is as helpful as possible for the Committee's purposes.

As you will be receiving a response to your report by the beginning of September before you require
a response from Scottish Enterprise, I trust you will accept that at this time, all of the detail that you
have requested and the best way of making that available to the Committee has not been finally
agreed. On that understanding therefore, I would respond to the recommendations below as follows:

16. The Committee recommends that Scottish Enterprise should provide the baselines for
each target in the budget.  The Committee also recommends that target and baseline figures
are presented in the budget together with proposed spend, and that sustainable development
targets be incorporated.

Scottish Enterprise will build on the existing budget tables in the Annual Expenditure report to
improve and expand on performance targets and their relationship to budgets and outturn figures.

17. The Committee recommends that Scottish Enterprise include more detailed
information, to the operational programme level, in their budget.

I am keen - as also is Scottish Enterprise – to preserve in the annual budgeting process, a  breakdown
of the 3 strategic themes for Smart, Successful Scotland. However, I agree that it would be helpful to
the readership if those themes could be broken down further in terms of business activities with
associated spend, identified by the 12 priorities of A Smart, Successful Scotland. The positive
response I have given above to the recommendation at paragraph 16 will also have a bearing on this
recommendation. If more operational detail is needed, I propose that it is included in SEn’s
Operating Plan.

18. The Committee requests further information on where future potential business
transformation savings would appear in the budget and which areas of the budget could
potentially benefit in future from such savings.  The Committee also requests further
clarification on the level at which staff changes will be made.
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Scottish Enterprise will provide a statement of the benefits to be achieved through the business
transformation process and how savings realised will be re-invested to deliver new projects.
Clarification on the overall impact on staff changes will also be provided.

19. The Committee recommends that the operating plan incorporate softer targets which
measure Scottish Enterprise’s relationship with other agencies and that Scottish Enterprise
provide further information on its partnership satisfaction index.

Scottish Enterprise currently includes a range of ‘soft targets’ in its operating plan and progress
being made towards establishing a partner satisfaction index will be provided.

20. The Committee requests further information on this [administration costs] and how the
expenditure on consultants is handled within the Scottish Enterprise budget.

Scottish Enterprise will breakdown expenditure on consultants .

22. The Committee would recommend that Scottish Enterprise ring fence any spend for
Careers Scotland to ensure that its funding allocation remains clear and transparent.

The planned budget for Careers Scotland in terms of both administration and programme expenditure
will be shown separately.

23. The Committee considered that there might be merit in presenting the budget from
Scottish Enterprise in a different way than by Strategic aims.  One such approach would be to
look at the clusters of related sectors e.g. Biotechnology, to reveal how much was spent on these
priorities.

It would be possible to break down the Scottish Enterprise budget other than by the three strategic
aims of A Smart, Successful Scotland. The most informative and meaningful alternatives would be
best agreed with the Committee.

24. The Committee would recommend that more detail be provided within the budget on
the nature of local opportunities.

Scottish Enterprise will provide further details on this topic.

I trust that this response will be sufficient for the Committee's purposes. I would however be pleased
to elaborate further on any point should the need arise.

Yours sincerely

«Signature»
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ANNEX A

Examples Of Cross-Cutting Budget Work Between ELLD And Other
Departments Of The Scottish Executive.

ELLD has extensive and close relations with other Departments of the Scottish Executive in policy
implementation and programme delivery.  Careful attention is given to ensuring that so far as
possible there are neither overlaps nor gaps in the way closely aligned programmes are put together,
delivered and funded.  The following examples give an indication of the nature of this activity.

1. Adult Literacy and Numeracy

Our Adult Literacy and Numeracy strategy promotes cross-cutting and joined up thinking at both the
national and local level.

While I retain overall responsibility for the strategy, the new development centre on adult literacy
and numeracy is being established in Communities Scotland, within the Development Department,
reporting to Margaret Curran.  This will ensure a joined up approach between the two Ministers and
Departments and encourage people focussed regeneration. I also very much welcome the new
priority being given to literacy and numeracy within the schools curriculum and my officials are in
regular dialogue with  the Education Department on the various initiatives.

£18.5m over 3 years is going through local authorities to community learning strategy partnerships
where all sectors, including colleges, the voluntary sector, LECs and private providers, have access
to it.  Local authorities were asked to provide action plans, agreed with partners, on how to make
most effective use of the new resources.  Partnerships had to demonstrate that the new resources
were focussed on priority groups and expanding provision in a co-ordinated way to meet the national
target of helping 80,000 over 3 years.

2. Childcare

In July 2001 we announced extra support for childcare provision for Further and Higher Education.
The budget consequential allocation was £3m/yr. for 3 years.  This was supported by a further
£3.5m/yr. for two years from the Minister for Social Justice.

In this regard:
� Over the period 2001 – 2004, £1.5/£1.5/£1/5m is being provided for FE students by the Minister

for ELL through budget consequential process; and a further £1.5/£1.5/£0m by the Minister for
Social Justice.

� Over the period 2001-2004, £1.5/£1.5/£1.5m is being provided for HE students by the Minister
for ELL through budget consequential process; and a further £2m/£2m/£0m by the Minister for
Social Justice.

3. Qualifications

The main sponsor for the funding of the Scottish Qualifications Authority (SQA) is ED.  However,
the SQA effectively operates as two separate organisations and the SQA Accreditation Unit is totally
independent from the main SQA awarding body, as laid down by statute.  This arrangement ensures
impartiality, as the Accreditation Unit maintains the national quality assurance of all SVQ awarding
bodies including the SQA.
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The Accreditation Unit receives independent financial funding in the form of a grant in aid from
ELLD.

ED and ELLD SQA budgets do not overlap.  The budgets paid by each Division are for separate
areas of the SQA organisation.

4. Education of Health Professionals

ELLD chairs a Tripartite Group which acts as a forum for Health, ELLD and the SHEFC to discuss a
number of vital cross-cutting links in relation to education of health professionals and research.

Examples of where SEHD funding has been provided for HE provision are:

� Medical Schools: SEHD has provided funding to build new medical school facilities for
Glasgow and Edinburgh Universities as part of its investment in Health facilities for those cities.
The Glasgow project involved a £6.1m transfer to the institution in 2001-02.  The Edinburgh
University Medical School is a PFI project and over £25m has been provided to meet Edinburgh
University’s share of the capital costs.

� Allied Health Professionals:  SEHD are intending to transfer around £290k to ELLD to fund an
additional 65 places in key areas such as Radiography, where there are currently acute shortages
in the NHS.  This funding will not transfer to the ELLD baseline but will be allocated for 4 years
to cover the lifetime of the course.

� Nursing: 90% of places for nursing students in Scotland are funded directly through SEHD
contracts with the institutions.

� Research: The Chief Scientists Office invests a sum of around £9m annually in research in the
HEI sector.  This largely takes the form of classical research grants under the dual support system
and career development opportunities.

In addition to this, SEHD provides a funding stream for higher education that is not a direct
investment in HEIs, namely funding for Health Boards for the additional costs of teaching the
medical element of the medical course.

5. Teacher Training

In 2001-02 ED provided additional funding of over £2m to ELLD for additional teacher training
places in light of the McCrone settlement.  No additional places were funded for 2002-03, but ED
has provided £1m in transitional funding.

SEED also supports a range of projects within HEIs which assist in delivering policy aims examples
of which are:

� Contribution to the Scottish Institute for Language Teaching based at Stirling University
(£50,000)

� Contribution to the SCHOLAR projects (IT assisted learning of Advanced Higher subjects – to
be rolled out to other levels) run by a consortium including Heriot Watt University (£200,000)

� A website and production of support materials for the Anti-Bullying Network based in the Moray
House Faculty of Edinburgh University (£100,000)

� Constancy support to the McCabe Review of Sex Education from Glasgow University Faculty of
Education (£20,000)

This is all funding which goes directly to the HEIs, not through ELLD/SHEFC, for services which
the ED wishes to purchase/support.
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6. Science Cross-Cutting Group

Responsibility for science is widely dispersed through the Executive.  There is a range of policy
areas that are informed and underpinned by science.

The Science cross-cutting Group (SCG) has been established in the Executive to take forward A
Science Strategy for Scotland, which provides a framework for further action on science and in
developing science policy across the Executive and to shadow the activities of the Scottish Science
Advisory Committee.  SCG has all main policy areas involved (ELLD, ERAD, DD, HD, ED, FCSD)
to ensure that the cross-cutting nature of science is exploited fully.

Science and Higher Education Research Branch within ELLD co-ordinates progressing the Science
Strategy; however each department has a responsibility to lead on those commitments/objectives
contained within the Science Strategy relevant to its area including the funding thereof.

7. Energy Issues

The energy industry is hugely important to the Scottish economy, as is the secure supply of
affordable energy. For these reasons ELLD leads on the Executive’s interest in energy matters
generally and has specific policy responsibility for business energy efficiency. There are overlaps
with SEERAD which leads on environmental issues, including renewable energy; and with the
Development Department which deals with domestic energy efficiency. In terms of budget overlap,
there is overlap with domestic energy efficiency where ELLD holds the budget for domestic energy
efficiency but the Development Department is tasked with delivering the allocation via the Energy
Saving Trust. In addition, the Development Department has a separate budget for ‘Warm Deal’
which is closely linked with domestic energy efficiency policy.

8. Telecommunications and Digital Inclusion

ELLD has responsibility for the Executive’s interest in telecommunications and e-commerce issues
generally, including liasing with the UK government on broadband policy. Policy on digital
inclusion also sits with ELLD. There is close liaison with FCSD which leads on the Pathfinder
Project and public sector procurement of broadband.
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ANNEX B
RSA - New Initiatives

Following the review of Regional Selective Assistance (RSA), initiatives to deliver more focus on
growing Scottish firms and to supporting more quality projects, will be pursued through:

� more joined-up delivery

� The Department and Scottish Enterprise are aiming to provide to all RSA applicants, the sort of
joined-up approach to customer handling, which hitherto has more usually been offered to inward
investors.  To help achieve this, we are currently piloting more collaborative ways of working
with 3 of the LECs.

� For larger cases involving grant of over £250,000 and which are expected to create or safeguard
larger numbers of jobs, RSA will be made conditional on applicants working with LECs to
ensure that they have in place appropriate workforce development measures, such as pursuit of or
accreditation under the Investors in People standard.

� To complement the New Deal initiative, potential RSA applicants will be offered a premium rate
of grant of up to £5,000 per job, to encourage the recruitment and retention of New Dealers.

� streamlining: faster simpler processes

� For grant applications up to £50,000 we will aim to reduce decision times from the current target
of 21 working days to an average of 10 working days.

� Extending current streamlining for grant applications of between £50,000 and £250,000, aiming
to reach a decision in these cases in an average of 20 working days (at present our target for say a
£150,000 grant, is 40 working days).

� These changes should benefit 4 out of 5 grant applicants – and particularly so, smaller local
firms.

� more and better information to firms, especially Scottish firms

� We have sought professional advice on how best to target and inform firms about RSA. Partly
flowing from this, a new RSA website together with associated literature, are currently scheduled
for introduction in October 2002.

� We will offer meetings with every potential RSA applicant, where possible also involving a
representative of its LEC, during which we will aim to talk the firm through the application
process, hopefully thereby fast tracking its application and our decision making. Equally, where
it becomes clear in such discussions that the venture in question is unlikely to attract RSA, then
an early indication to this effect, though not always welcome, ought to help reduce wasted effort
for all parties, in pursuit of support for non-eligible projects.
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� more support for R&D and commercialisation projects

� We will endeavour to increase business investment in research and technology and to
encourage commercialisation of academic know-how, by counting as eligible costs for RSA
projects, the acquisition of intangible assets such as patents and intellectual property.

� We will also, where appropriate, use new scope to link grant offers to the salary costs of
newly created jobs, thereby better assisting projects which may be low on capital expenditure
but which could still create worthwhile jobs. Though not restricted to any particular sector or
project type, such scope seems likely to have most potential benefit for e.g. research projects
which may involve more brain-power than equipment.

� accepting more risk in aiding high-tech projects

� We will be less risk averse than before, in considering projects involving e.g. university spinouts,
high tech start-ups and other knowledge-intensive activities. In this way, we hope to encourage a
more entrepreneurial approach by firms and private sector financiers, in their pursuit and
development of technologies which could significantly impact on Scotland’s economy. It is
though, recognised that we may as a result suffer a greater number of grant write-offs, since a
relatively higher proportion of such projects will fail, in comparison with those involving more
conventional business models.
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Appendix A: Scottish Enterprise Network: Project detail breakdown 2002/03 

GROWING BUSINESS

Aim 02/03 Expenditure Targets Projects Examples
£m

Entrepreneurial Dynamism and Creativity Innovation infrastructure 2.8 Expert help (£1,000k), Opto-electronics (£400k), Get into Enterprise (£200k), Company Support (£200k), Electronic Design Centre 
(£30k)

Business start up and survival 15.1 8,000 new business (3,040 women, 850 SIPs, 630 young people, 70 from 
people from an ethnic minority background)

mainstream business start up support (£9,800k), small business growth support (£1,100k), Women into business (200k), youth 
business initiative (£100k), PSYBT (£670k), Micro credit programme (£330k), Entreprenuership buddying (£250k), Personal 
Enterprise Shows (£400k), 

High growth start up and survival 3.5 175 high growth businesses SBG high growth start up support (£2,300k), venture capital access and investment funds (£560k), business incubation centres 
(£360k), 

Business competitiveness and innovation 45.2 500 companies showing improved innovation performance, 50 
businesses achieving environmental standards, 300 high technology 
companies assisted, increase by 3 number of specialist venture 
capitalists operating in Scotland

property support to develop indigenous businesses (16,700k), Account Management of Businesses (£9,000k), Business Growth 
fund (£2.6m), Leadership development programmes (£310k), services to software (£370k) sustainable business development 
programmes (£390k), Premier Advisor support (£730k)

Local opportunities 7.9 Foot & Mouth recovery business support - Borders & Dumfries & Galloway (500k), Business park developments - various LECs 
(£400k), Fish Action Plan - Grampian (£440k) Social economy development-various LECs (£200k)

sub-total 74.5

More E-Business E-business application 9.7 1,425 new organisations marketing & transacting on line, 25 organisations
re-engineering their business model through e-business

e-business company support (£1,800k), e-learning (£1,440), 1st steps (£320k), E-comm advisers (£240k), e-supply chain 
development projects (£190k), Winners at the web (£120k), e-business website (£150k), e-business week (£120k), local 
partnership funding (£250k)

Local opportunities 0.4  Foot & Mouth recovery e-business - Dumfries & Galloway (£405k), e-tourism - various LECs (£170k), ICT Social Enterprise - 
Ayrshire (£50k)  

sub-total 10.1

Increased Commercialisation of R&D New products and processes in organisations 7.5 520 new products/ processes, assist 170 businesses to make applications 
for innovation funding

Small Company innovation Grants (£1,460k), product development and process improvement business support (£3,100k) Forestry 
product development (£80k),  BioAdventures incubator (£155k), Bioinformatics (£140k), functional foods (£90k), Creative 
industries development (£200k) 

Commercialisation of knowledge 18.9 50 spin outs from business and academic institutions, 100 collaborative 
ventures between universities and business, 70 licences acquired by 
business to exploit intellectual property

Proof of Concept (£5,190k), Intermediate Technology Institutes (£1,400k), Edinburgh-Stanford Language Technology (£1,320k), 
Research Institutes (£1,400k), Biotech commercialisation (£1,100k),   commercialisation support to HE institutes (£880k),  Scottish 
Technology Fund (£880k), Technology Counsellors (£600k), HEI International Research Collaboration project (£760k), Enterprise 
Fellowships (£100k)

sub-total 26.4

Global success in key sectors increase participation of businesses in Cluster activity by 500, support 30 
joint ventures and strategic alliances by Cluster participants

£40m overall but spread through the plan.  Tourism Development (£300k), Golf Tourism (£450k), Dark fibre broadband test 
network (£400k), Food & Drink development (£120k),  Financial Futures (£100k)

sub-total 5.2

TOTAL - GROWING BUSINESSES 116.2



GLOBAL CONNECTIONS

Aim 02/03

Digital Connectivity ICT in disadvantaged communities 0.6 10% increase in computers with internet access in disadvantaged areas Digital Champions (£400k), ICT social enterprise (£120k) ICT learning centres (£100k) 
Competitive wholesale telecoms market 5.5 3 broadband hubs to provide high quality telecom services Project Atlas (£5,200k), Telecoms development (£250k)

sub-total 6.1

Involvement in Global Markets Attract high value activities to Scotland 7.3 900 R&D FDI jobs, 420 FDI jobs above £30k salary, 6000 overall FDI 
jobs

overseas offices and marketing (£3,370k), specific company support (£2,600k), Cluster support (£155k), case management, 
intelligence and marketing (£520k)  Globalscot (£200k)

Internationalisation of Scottish organisations 17.2 550 organisations in key industries participating internationally of which 
500 export related (new exporters and existing exporters to new markets) 
and 50 other deeper forms of international activity e.g. joint ventures, 
global companies

export support (£4,400k), overseas trade offices (£2,700k) trade missions support (£1,600k), Scottish Equity Partners (£1,260k), 
Cashmere Club (£390k), overseas missions, Global companies programme (£510k), 

Local opportunities 2.5 specific inward investment company support - various LECs (1,200k), Alba marketing - Edinburgh & Lothian (£200k), Foot & 
Mouth recovery  farm restructuring - Dumfries and Galloway (£250k)

sub-total 27.0

Globally Attractive Location Physical business infrastructure 53.0 80,000 sqm of accommodation for key industries, 70 hectares of land for 
key industries, development of 5 world class locations, 3 strategic 
regeneration plans

Projects over £1m: Pacific Quay (£4.8m), Lomond Shores (£4.4m), Edinburgh Waterfront (£4.2m), Easter Inch Site ((£1.6m), 
Biotechnology campus (£2.1m), Heriot Watt Research Park (2.5m), Glenbervie (£1.7m), Rosyth Ferry Infrastructure (£1m), 
Dundee Medipark (£1m)

International connectivity 1.0 3 new international business links Rosyth Ferry visitor facilities (£300k), aviation projects (£260k), Railfreight projects (£150k)
Local opportunities 3.3 Strathclyde Park Property Management - Lanarkshire (£1,900k), Falkirk Millennium link corridor - Forth Valley (£100k),  Derelict 

land regeneration - Lanarkshire (£250k)
sub-total 57.3

People choosing to live and work in Scotland Scotland's key locations 3.5 Glasgow Public Realm (£1.3m), Dundee city centre (£600k), National Park developments (£120k)
Retain & attract individuals 1.1 attract and retain 100 individuals with key skills (pilot) Technology Talent Pool (£460k), Software academy (£180k), 

sub-total 4.6

TOTAL - GLOBAL CONNECTIONS 95.0



LEARNING AND SKILLS
Aim 02/03 Expenditure Targets Projects Examples

Improving the operation of the Scottish labour maCore skills for adults 1.3 Family Learning Centres (£500k), Community IT skills (£40k),
Future Skills Scotland & labour market 2.7 40 work based pilots to respond to potential redundancies PACE redundancy initiatives (£990k), Future Skills Scotland (£600k), Finance Futures (£550k)
Careers Scotland 35.0 Careers Scotland (£35m)
Local opportunities 1.5 Lighthouse Real Centre - Glasgow (£70k), Ethnic Minority Training - Fife (£30k), Financial Futures - Glasgow (£50k), Graduate 

Biocareers (£20k) 
sub-total 40.5

Best start for all our young people Skills Seekers and MAs 72.3 20,000 MAs in training and 16,000 Skillseekers, (26,500 of these being 
aged between 16 and 19).  5,000 MAs achieved, 1,300 Skillseekers 
achieving a VQ level 3, 1,200 young people with special needs 
progressing onto mainstream programmes

Main stream Skillseekers and MA programmes £60m, Get Ready for Work £12m 

Local opportunities 0.3 College co-ordinators and development - Fife (£150k), European Computer Driving Licence in schools - Forth Valley (£10k), 
inclusiveness - Glasgow £25k)

sub-total 72.6

Narrowing the gap in unemployment Target residents of disadvantaged areas 7.8 2,600 adult programme participants with 670 leavers being in 
employment 3 months after leaving training

Glasgow Works (£2,600k), SIP initiatives (SEA £770k, SEL £360k, SER £460k, SEFV £300k) Social economy development 
(£80k)

Target economically inactive people becoming a 43.1 8,200 adults in work based training and development activity of which 
1,260 in employed status and 2,800 leavers still in employment after 3 
months.  1,000 New Future Fund starts

Training for Work (£29,000k), New Futures Fund (£6,010k), Glasgow works (£1,200k), local inclusion initiatives (£2,500), training 
& employment grants (£850k)

Local opportunities 1.2 Partnership projects - Glasgow(£860k), Social Economy initiative - Forth Valley (£90k), 
sub-total 52.1

Improved demand for high quality in-work trainingWorkplace training 8.4 800 IiP recognitions and reviews Investors in People company support (£2,200k), Workforce development initiatives (£900k), , Tourism training (£330k)
Management capability 1.8 3,500 managers taking part in management development activities Management development (£300k), organisational development (£240k) management training in the energy sector (£100k), 

learning journeys (£50k), creative industries management training (£70k), Biotechnology knowledge & learning (£140k), learning 
organisations (£50k) 

Core skills of those in low skilled  / low paid work 10.8 2,200 low paid staff with low level qualifications undertaking core skills 
development

ILAs (£10m), FMD core enterprise skills development (£200k), Core skill development (£150k)

sub-total 21.0

TOTAL - SKILLS AND LEARNING 186.2

PERFORMANCE DRIVERS - Internal research and development

Aim 02/03
Relationships

Relationship building 3.0 achieve Charter Mark, increase customer satisfaction rating from 3.1 to 
3.3

Local Economic Forum administration, Partnership development activities, Business Awards, Communications and Marketing, 
stakeholder management, Customer surveys, focus groups

sub-total 3.0

Processes Market analysis, appraisal and segmentation 0.6 Channel management, customer segmentation 
Product and service development 8.8 5 consistent Network products launched and 30 being developed Shared services implementation, Business Transformation support
Capture, store, share and use knowledge 6.3 economic evaluations, strategy development, economic research, performance management, business planning
Communication and channel management 1.9 web portal, CRM development, 

sub-total 17.6 Businees Transformation projects (£13,000k)

PEOPLE AND PROGRAMME DELIVERY 75.0

GRAND TOTAL 493.1



SCOTTISH ENTERPRISE

FURTHER EVIDENCE FOR THE ENTERPRISE & LIFELONG LEARNING
COMMITTEE – ENTERPRISE AND LIFELONG LEARNING DEPARTMENT
BUDGET ENQUIRY

This note responds to the letter from Jane Sutherland to Robert Crawford of 4
June requesting further information following the publication of the
Committee’s Stage 1 report. It is structured according to the specific
information requested.

Information at operational programme level (e.g. implementation of
project Atlas project, business growth fund etc.)

Further operational programme detail with costings is set out in appendix A.
For illustration an even more detailed breakdown is given in appendix B of
each project over £50k by LEC which contributes to the priority ‘Increase
commercialisation of R&D’.

Scottish Enterprise budget target and the corresponding baseline figure

The Operating plan budget, by strategic priority, for 02/03 (target) and 01/ 02
(baseline) is given in appendix C1.

It should be noted that Smart Successful Scotland (SSS) was published just
before the start of the 01/02 operating year and projects were allocated to
budget headings, which reflected the new strategy as appropriately as
possible within the time available. Substantial further work was carried out
during the planning for 02/03 to ensure that the operating plan fully reflected
the priorities of SSS. Therefore it is more appropriate that 02/03 should be
seen as a base year for considering the work of the Network against SSS.
Comparing spend by priority between 01/02 and 02/03 will therefore show
apparent changes that are the result of reclassification e.g. most inward
investment activity in 01/02 was categorised under ‘Globally Attractive
Location’ while in 02/03 it is categorised under ‘Involvement in Global
Markets’.

Scottish Enterprise targets and baseline figures and proposed spend

Priority targets by strategic theme for 02/03 (target) and 01/02 (baseline) are
given in Appendix D with proposed spend already detailed in appendix C
(detailed spend against targets for 02/03 is shown in Appendix A).

                                                          
1 This is based on the final operating plan, the original submission to the Committee was based on a
draft. The published plan can be found at http://www.scottish-enterprise.com/about/what/operating.



In year output targets act as a short term proxy for guiding the Network to
achieve the outcome measures identified by the Joint Performance Team
(JPT) in ‘Measuring Scotland’s progress’. Substantial work was conducted to
develop in year measures for 02/03 which better aligned to the JPT
measurement framework particularly in regard to the new Global Connections
strategy where a new set of measures were developed which reflected this
change in approach.  Again it is probably more appropriate that 02/03 should
be seen as a base year for measuring the Network against SSS.

Where new measures and targets are introduced every effort is made to
ensure they are stretching yet achievable, Executive and Non-Executive
Board experience and judgement is critical in this process.

Sustainable Development targets

Of the 22 priority operational targets in the SE Operating Plan for 2002/03,
four are directly related to sustainable development other than economic
sustainability. These indicators contribute directly to the indicators highlighted
in the Scottish Executive Environment Group publication ‘Meeting the
Needs….. Priorities, Actions and Targets for sustainable development in
Scotland.’

� Assist 50 businesses in achieving recognised environmental standards
(e.g. EMAS, ISO 14001)

� Support 850 business starts by residents of social inclusion partnership
areas (SIPs)

� 2,600 adults from disadvantaged communities participating in “in work”
training and development

� Support 8,200 adults in work based training and development activity

Business Transformation: savings and use of benefits

The Business Transformation Programme was in part inspired by the
Modernising Government Agenda.  Its primary focus is to improve the
performance of Scottish Enterprise, making it more efficient and more
effective in the delivery of ‘A Smart, Successful Scotland. This will be
achieved through the development of new and improved ways of working and
increased efficiency and productivity, which will allow resources to be made
available to deliver more outputs and help build a stronger Scottish economy.

Initiatives include more consistent products for customers, better web based
products, new performance management systems, improved customer
relationship management, better knowledge management, shared services,
improved procurement etc. The Network is planning to achieve benefits from
Business Transformation and other efficiency initiatives worth £200mn by
2006.



Resources freed up will be used to deliver key themes of Smart Successful
Scotland through the achievement of priority targets in the Network Operating
Plan and additional work to bring about a step change in the economy.
Examples of the projects and programmes involved are given below. The
precise levels of expenditure on these in future years have still to be
determined.

Growing businesses – increased commercialisation of research:
Intermediate Technology Institutes

‘Intermediary Technology Institutes’ will be aimed at significantly
boosting business related research, the commercialisation of research
and the creation of new high growth technology companies. This will
build on the recent success of the Research Fellowships and Proof of
Concept fund.

Global Connections – Digital Connectivity
Project Atlas

The provision of high quality telecoms at competitive prices is a key
requirement for a modern economy. Project ATLAS will include:

� A Telecoms Trading Exchange (TTE) web site that will provide a
transparent, reliable and impartial source of information on
broadband services and prices, and a trading function which
increases competition.

� Provision of neutral telecoms capacity from Glasgow, Aberdeen and
Edinburgh to London’s international telecoms gateway. This will
permit those Internet service providers and telecommunications
companies participating in the TTE to offer their services at
competitive prices in the Scottish market.

� Provision of neutral telecoms infrastructure at key locations in
Scotland, open to all telecoms suppliers. Initially, this is proposed
for selected business parks, which are owned or part owned by
Scottish Enterprise.

Skills and Learning – Best start for young people
Modern Apprenticeships

We are placing ever-increasing importance on Modern Apprenticeships
and we will be extending this programme, in particular we will focus on
improving achievement rates and on increasing the number of
employers who take on a Modern Apprentice for the first time
especially in under represented sectors.  Work will be undertaken to
extend the take up of Modern Apprenticeships to all ages.



Skills and Learning – Improving the operation of the labour
market
Better all age guidance

Scottish Enterprise (with Highlands and Islands Enterprise) is
implementing Britain’s first all age careers advisory service, Careers
Scotland.  This will help people make informed decisions throughout
their working lives.

SE Staff changes

The following staff changes will be made to increase the efficiency of Scottish
Enterprise and ensuring a greater proportion of staff in ‘customer facing’
positions.

Scottish Enterprise staff numbers (excluding Careers Scotland)
Date Operational

Staff
Support staff Total

2000 1433 (73%) 523 (27%) 1956
2002 1217 (74%) 417 (26%) 1634
2004 1200 (80%) 300 (20%) 1500

These will effect all parts of the organisation.

Partnership satisfaction index

Work is currently underway to establish a partnership satisfaction index to
complement our customer and employee satisfaction indexes. This involves
interviews with key partners to find out more about their experience of working
with the Network and what they value.  This will enable the design and
delivery of a formal survey, planned for early in 2003.

Administration costs

The Network’s delivery and running costs (£75m - 2002/03) are split into two
elements: staff costs and running costs. 65% (£49m) is committed to staff
costs of which 72% (£35m) is currently for customer-facing staff. These are
staff that directly deliver economic development services and initiatives. This
proportion is planned to rise to 80% by 2004. Support staff provide services
such as customer relations (so that we can identify and understand customer
requirements in more depth); legal (given the high number of contracts etc
that are required in delivering economic development); and, economic
analysis, monitoring, evaluation and appraisal (to ensure our delivery is
achieving economic benefit).



The second element (35%) supports the Scottish Enterprise’s Network
operation throughout the country e.g. IT, rent, rates, heating, lighting etc.

Consultants

It is not cost effective for SE to employ on full time permanent contracts all the
skills we require to carry out our business.  There are times when we require
to employ consultants/contractors for specific assignments, either to cope with
peak workloads or to provide specialist expertise and skills for specific pieces
of work, or where an independent view is needed e.g. evaluating projects.  In
these situations consultants and contractors are employed for specific periods
on short-term contracts or as fixed term staff.  In most cases the cost of
consultants is charged against specific project budgets. In deciding which
budget is charged with the costs of such arrangements we employ the
projectisation criteria agreed with the Scottish Executive which state that such
costs can be charged to project budgets where:

� the expenditure is project specific
� there is an exit strategy
� the staff concerned have specialist knowledge not otherwise available

within SE and not required by SE on an ongoing basis
� the staff concerned have limited managerial or administrative

responsibilities; and
� there is a fixed term contract for the employee in question of not more than

2 years.

Local opportunities

Further examples of ‘local opportunity’ initiatives are detailed in appendix A.
These types of projects are aimed at addressing local or regional priorities,
which may not be considered a Scotland wide priority and therefore are not
covered under the broader Network aims.  While the scale of expenditure is
not large, they are an important element in the Networks ability to work in a
way that is sensitive to local needs and opportunities.

September 2002
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                                           EL/02/27/9

Enterprise and Lifelong Learning Committee

Meeting 8 October 2002

Consideration of Motion to Annul

Approach to Item 5

On 4 July the Executive laid the Late Payment of Commercial Debts (Scotland)
Regulations 2002 (SSI 2002/335) before the Parliament. It is a negative instrument
(that came into force on 7 August) which will only cease to be law if a motion to
annul is agreed by both the Committee and the Parliament.

Formally members have up to 40 sitting days to lodge a motion for annulment, which
is then taken by the relevant committee. However these have normally been lodged
early in the 40-day period, so that committees can consider them some time in
advance of Parliament.

The 40-day deadline for these regulations is Wednesday 9 October. On Monday 7
October Lloyd Quinan MSP lodged a motion to annul the regulations. If this motion is
to be considered by the Enterprise and Lifelong Learning Committee it can only be
considered at its meeting on 8 October, so that the Parliament may conclude
consideration on 9 October.

The Enterprise and Lifelong Learning Committee has already considered the
Regulations, on 18 September, and reported to the Parliament on it. It reported that it
did not wish to make any recommendations (i.e. that it did not oppose them).

Under Standing Orders Rule 10.4.1 the Committee must take the motion that
‘nothing further is to be done under the instrument’.

Under item 1 on the agenda the position will be explained to members.

These circumstances appear to have illuminated a significant weakness in the
Standing Orders which the Committee may wish to consider referring to the
Procedures Committee.

Consideration of Motion to Annul

Item 5 of the agenda is consideration of the motion to annul. Both the member
lodging the motion, and the Minister have a right to attend the Committee and
participate in the proceedings, but not to vote.

Mr Quinan will be present at the meeting to explain the basis for his motion. It is
understood that his concerns relate to the fact that the Regulations will cover
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advocates, who will therefore be able to claim interest for late payment from
solicitors and others. The Minister should also be present.

Under Standing Orders, the debate on the motion cannot last more than 90 minutes.

At the close of the discussion, if the motion has not been withdrawn, members will be
invited to vote upon it. The convener may vote, as other members, and in the event
of a tie must use their casting vote (Standing Orders Rule 11.8.4 b).

Simon Watkins
Clerk
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Enterprise and Lifelong Learning Committee

Meeting 18 September 2002

Subordinate Legislation

The following instruments were laid before Parliament on 4 July 2002 and are
attached at Annex A:

The Late Payment of Commercial Debts (Scotland) Regulations 2002 (SSI
2002/335)
The Late Payment of Commercial Debts (Rate of Interest) (Scotland) Order
2002 (SSI 2002/336)

These instruments transpose an EC Directive on late payments into Scottish law.
The law currently gives businesses a statutory right to claim interest if another
business pays its bills late.  These instruments would give:

� a right to claim reasonable compensation from the debtor for all relevant recovery
costs incurred as a result of the debtor�s late payment, unless the debtor is not
responsible for the delay; and

� the opportunity for organisations officially recognised as or having a legitimate
interest in representing small and medium sized enterprises to take action
according to the national law on the grounds that contractual terms relating to late
payment are grossly unfair to the creditor.

The instruments are accompanied by:

� an Executive Note, covering these two instruments plus the Commencement
Order (see below);

� a copy of the Scottish Executive Improving Regulation in Scotland (IRIS) Unit�s
paper on the regulatory impact of transposing the EC Directive on combating late
payment in commercial transactions.  This is the first such impact assessment
the Committee has received;

� a copy of Directive 2000/35/EC of the European Parliament and of the Council of
29 June 2000 on combating late payment in commercial transactions. It is to fulfil
this directive that these instruments have been made; and

� a copy for information only of The Late Payment of Commercial Debts (Interest)
Act 1998 (Commencement No. 6) (Scotland) Order 2002.  This instrument is
referred to in other papers, but is not subject to Parliamentary procedure and so
the Committee is not required to consider and report on it;

� a copy of Commission regulation (EC) No 70/2001 of 12 January 2001 on the
application of Articles 87 and 88 of the EC Treaty to State aid to small
enterprises.  This regulation contains at Annex 1 a definition of small and medium
sized enterprises, which is used in the instruments under consideration; and
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� a letter from the Scottish Executive apologising for the timescale in submitting
these instruments.

The Subordinate Legislation Committee did not refer any matters to the Committee
with regard to these instruments.

Recommendation

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

Simon Watkins
Clerk to the Committee
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