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Submission from ScotlandIS

Introduction

ScotlandIS is the trade association  representing Scottish software, IT, telecomms and
creative technologies (“the software industry”).  Our remit includes promoting these
enabling industries both within Scotland and internationally, and  encouraging the
creation of an excellent operating environment in which they can prosper and add value
to the Scottish economy. This includes the availability of world class telecommunications
infrastructure and we were therefore asked to submit evidence to the Committee
regarding broadband telecommunications in 2001.

ScotlandIS is pleased to submit further evidence to the Committee in two main areas :

a) developing a national initiative for the Software industry;

b) the state of  broadband telecommunications within Scotland

A) National Initiative for the Software Industry

Industry Context
The Scottish software industry employs in excess of 20,000  people directly  (and a
further 20,000+ indirectly) and contributes some  £1.5bn to Scotland’s GDP.
(Sources : Scottish Technology Industry Monitor, Ernst & Young)

The software industry is characterised by world class levels of technical innovation, rapid
change and entrepreneurial flair.  A key component of the Knowledge Economy, the
Scottish industry has grown from a handful of companies fifteen years ago to over a
thousand today.   The industry has significant potential as a driver of economic growth in
the 21st century but is both “new” and, currently, structurally fragile.

Technology sectors worldwide have been severely damaged by the global recession.
The impact on the Scottish software and e-business supply sector has resulted in a
major restructuring, and the majority of businesses remaining are now small indigenous
companies (under 20 employees).

The significance of software to Scotland

Software is a key industry in Scotland.  Apart from the estimated one thousand software
and e-business supply firms in Scotland employing more than 20,000 people directly, the
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same number again are employed in the IT departments of major Scottish companies.  It
is a high- value add industry, generating highly skilled, highly paid jobs , and exploiting
the R&D developed within the academic base.  As an industry it lends itself to the
creation of small indigenous companies as barriers to entry to the market are relatively
low in terms of  capital requirements, and geographic location is relatively unimportant .

Operating environment

Through the late 90’s to 2001, the industry benefited from year on year growth rates of
15% plus – in some cases this led to expansion strategies which have left companies
with insufficient reserves when faced with an economic  downturn.
The global recession in the technology sectors has had a severe impact on the Scottish
software and e-business supply sector, resulting in a number of companies closing
(possibly as many as one in three), and the majority of the remainder having to reduce
staff numbers and exercise financial restraint.

In addition the venture capital community which has helped fund the sector has retreated
from the market, and there is now  an emerging funding gap for smaller recently
established companies, which is not being met by current providers.

Paradoxically this is at a time when  new technology and the pace of change is
increasing faster than ever before.  Some suggest that we are at a major inflection point
in the economic and societal change wrought by the information technologies.

In response to these changes we believe a national industry initiative is required  to
catalyse the rebuilding of the Scottish software sector on a more robust basis than
hitherto.

A vision for the software sector.

To increase the economic contribution of the industry as it emerges from the recession,
Scottish Enterprise and ScotlandIS are developing an industry initiative in consultation
with the sector,  which has a working title of “Software Game Plan”.

This initiative pre-supposes creating a renewed vitality in the software industry to create
a significant impact on the Scottish economy.   This vision will be  quantifiable in terms of
key measures such as the number of jobs and turnover and the number of new company
startups lasting beyond 3 years.

The Committee’s support for this initiative would be welcome.

By way of a footnote ScotlandIS is developing further initiatives:

a) support of start-up businesses in the sector in conjunction with Scottish Enterprise
with effect from April 2003;

b) development of an umbrella organization, the Scottish Technology Forum, in
conjunction with four other trade associations in the electronics, optronics and micro-
electronics area to enhance joined-up thinking, improve the profile of a key part of the
Scottish manufacturing base and provide a valid discussion partner for the Scottish
Executive and Scottish Enterprise.
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B) Broadband Telecommunications in Scotland

Introduction

There has been  considerable effort to the develop a  world-class  broadband
infrastructure for Scotland. The issue is how long this will take, compared with other
regions of the UK and developed countries overseas, and what can be done to speed up
the roll out?

The large corporations and educational institutions have already developed their own
broadband networks and so the focus must be on small and medium size businesses
and domestic users.

BT is the lead player in the UK and has entered into a number of initiatives with public
and private sector and research organisations throughout the UK. Currently many of the
telecommunications companies face financial difficulties, which may inhibit roll out of
their broadband offerings. (See Appendix A for ’thumbnails’ of  the main players.)

Background

Scotland is still not well placed in the UK regional and international broadband league
tables (see ‘Country Comparisons’ in Appendix B) The UK does have a higher
proportion of overall net users than some of its competitor countries but they are
connected at far slower speeds.

The UK government’s ambition is to make the UK the best place for broadband by 2005.
Ideally this would allow all individuals and all types of organisations to be  connected by
high speed, high capacity, and low cost and high quality global communications, in all
areas of Scotland.  To achieve this Scotland’s broadband network should include a mix
of fibre optic cables, high-tech copper technologies, satellite and mobile telephony.

In 2000 Scotland had the opportunity to invest in Broadband and equal or surpass other
countries. This has not happened and now many surveys suggest Scotland is falling
further and further behind nearly all other areas of the UK as well as internationally (see
‘Country Comparisons’ in Appendix B).

Broadband Applications

Broadband uses include ‘always on’ Internet access, rapid data transfer, seamless audio
and video-conferencing, instantaneous wide area networking, remote database access
and enhanced teleworking. These enable online purchasing, ecommerce and ebusiness
as well as educational services and recreational pursuits to flourish.

Broadband is also one of the reasons why a multinational company will select a country
and region to establish, and maintain job, and wealth creating factories or service
operations.

UK Regional Comparisons
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As at 23rd December 2002 the coverage for Scotland was:

39% Home; Business (not stated)
29.42% Primary/Secondary Schools
27.68% Public Libraries

The coverage for the North East region is:

69.9% Home; Business (not stated)
64.14% Primary/Secondary Schools
59.56% Public Libraries

The comparable coverage for London was:

99.7% Home
99.7% Business
98.9% Primary/Secondary Schools
99.3% Public Libraries

It may be assumed that  the high figures for London may slew the UK national
statistics when comparing with other countries.

Source  : http://www.bt.com/broadband/

ScotlandIS Involvement

ScotlandIS is committed to supporting the roll out of Broadband and will work with
members companies  and other partners to mount a nationwide marketing and
promotional campaign to highlight the benefits of Broadband to Scottish based
businesses and individuals.

(ScotlandIS is indebted to Frank Binnie, Binnie International and a Director of ScotlandIS, for
developing much of the evidence provided on broadband.)

Summary

ScotlandIS welcomes this opportunity to submit evidence to the Enterprise and Life long
Learning Committee, both on a national initiative for the software industry and in the
development of a world-class broadband infrastructure.  Both of these issues are
priorities  in ensuring that  Scotland can maximise the opportunities provided by the
Knowledge economy and we are committed to driving the forward.

Nick Kuenssberg Polly Purvis
Chairman Executive director
ScotlandIS ScotlandIS

29.01.03
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Appendix A : Broadband : The Main Players 2002
Appendix B  : Country Comparisons for Broadband
Appendix C : Useful Websites
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APPENDIX A

Broadband The Main Players 2002

This is a selection of the organisations involved in Broadband in Scotland.

Private sector

BT

(1) BT is the major player in the UK telecommunications industry and
broadband roll out and has also entered the personal computer market.

(2) BT recently announced the first 11 towns to get “rural” broadband. BT is
continuing to enter into many partnerships throughout the UK with ISPs,
and public sector organisations. It is also trailing and rolling out a raft of
new products and services including Wi- FI, BT IPStream Symmetric and
BT DataStream Symmetric.

(3) The BT Broadband Registration Scheme is a mthod of monitoring
potential demand for upgrading BT exchanges to Broadband (please see
(http://www.bt.com/broadband/).

(4) Highland based Internet Service Provider - Scotnet, BT and Highlands &
Islands Enterprise will run trials in the Highlands that could see
broadband ADSL technology being introduced at small telephone
exchanges where previously it was not commercially viable.

NTL

NTL operator reports a decline in subscriber numbers, but foresees better
times once it has emerged from bankruptcy.  in Glasgow are delivering
over their previously installed cable network . They have entered into a
marketing alliance with Telewest in Scotland.

Thus

Thus owns the Demon Internet brand reports profits ahead of forecasts,
and says it is well placed to weather sector turmoil’s ahead.

Telewest

Telewest is facing considerable financial difficulties but within Scotland
has rolled out its small business and consumer service Blue Yonder,
which bundles services (TV, internet access and telephony) and is
proving popular.  Within Edinburgh this is delivered over their previously
installed cable network.

Cable & Wireless

Facing financial difficulties and have a relatively low profile in Scotland.
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Colloquium

ISP Colloquium, which is based in Paisley, is investing £200,000 it won in
a BT competition to run a major campaign to introduce central belt
businesses to the benefits of ADSL.

EQSN

Glasgow based company providing co-hosting, co-location and the
management of services. For all e-commerce and web-enabled
applications, EQSN aim to provide a secure, resilient, managed service to
ensure high system availability.

Scolocate

Edinburgh  based ISP, Hosting, peering and broadband company
providing services for corporates, Telcos and ISPs.

Public Sector Initiatives

Scottish Enterprise Atlas

(a) The SE ATLAS project is setting up a Telecoms Trading Exchange
(TTE), operating through London. SE intend this trading exchange will
act as a neutral information source to promote broadband services
and increase customer choice. It will operate in conjunction with a
dedicated London-Scotland high-capacity link, which it is claimed will
improve Scotland’s access to the global Internet.

(b) A second phase of the ATLAS pilot project is being planned, which
will involve installing broadband fibre connections in a number of SE-
owned business parks around Scotland, to extend the benefits of the
Telecoms Trading Exchange out to specific business communities.

Scottish Executive Pathfinder

(a) The Scottish Executive’s aim is “to make affordable, pervasive
broadband connections available to citizens and businesses across
Scotland”.

(b) At the beginning of September 2001 the Scottish Executive launched
“Connecting Scotland: Our Broadband future” which outlined the aims
for extending the availability of broadband telecommunications
services in Scotland. The pathfinder areas have been created to run
projects aimed at procuring the appropriate services. The South of
Scotland and the Highlands and Islands were selected, due to the
scarcity of population in these two areas means demand would not be
sufficient enough to attract Telecommunication Companies to invest in
Broadband, therefore being ideal as pilots.
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Education Sector

 SuperJANET
The education network has already rolled out a top quality broadband
infrastructure.
The procurement to provide replacement links for the Scottish
Interconnect has been completed. Three links have been procured from
Thus Ltd:

(5) A 622Mbit/s link from Worldcom Edinburgh to the
University of Aberdeen to connect AbMAN (Aberdeen
Metropolitan Area Network);

(6) A 622Mbit/s link from Worldcom Glasgow to the University
of Dundee to connect FaTMAN (Fife and Tayside Metropolitan
Area Network);

(7) A 155Mbit/s link from Worldcom Glasgow to Inverness
College to connect UHI Network (connecting sites in the
Highlands and Islands of Scotland).

The regional networks also ran re-procurements of their own local
infrastructures and they connected to the new infrastructure ready for the
closure of the old Scottish Interconnect (Scot-X) infrastructure at the end
of July 2002.
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APPENDIX B

Country Comparisons for Broadband

These are the latest, sometimes contradictory, survey results.

Country Comparisons

(1) The latest Nielsen-Netratings study indicates that the UK is seriously
lagging behind the rest of Europe when it comes to broadband adoption.
It has found that only nine percent of UK households use a high-speed
connection to go online, up from five percent a year ago. However, in
Germany, 39 percent of households have broadband connections at
home, while in Sweden 33 percent of households connect to the Net via a
high-speed connection. Even France, which has a far lower overall
penetration rate than the UK, has far more households connecting to the
Net via a broadband connection.

(2) According to a European consumer survey by analyst firm Jupiter
Research, the UK has just 7% of Internet users connected to broadband,
compared to 11% in France, 17% in Spain and 29% in Sweden and both
Germany and Italy have 8% of net users converted to high-speed
connections.

(3) However, Red Sheriff research group places the UK third with 41% of all
Internet activity via a broadband connection use, behind Sweden with
59% and Spain with 57%.

(4) Dec 12 2002: The UK still lags behind most European countries in terms
of broadband penetration, according to Reed Electronics Research. A
recent study carried out by fdtm on behalf of Reed, rated the UK 13th in
Europe’s broadband league.

(i) According to the research, just four percent of urban households
in the UK are currently connected to broadband, a figure that is
expected to rise to 10 percent by the beginning of 2004.

(ii) However, the UK was responsible for a quarter of all Europe’s
115,000 new broadband connections in September.

(iii) Sweden currently boasts the highest penetration rate with 25.7
percent of urban households in Sweden having a broadband
connection.

(iv) Belgium follows with 19.4 percent of urban households being
connected, while 18.1 percent of urban households in Denmark
have high speed Internet.

(v) Rounding out the top five Western European countries are Austria
and the Netherlands with 16.3 percent and 11.6 percent of urban
households in both countries having broadband connections.
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APPENDIX C

Other Useful Sites

Wi-Fi and Professor Cave’s Report on Spectrum Trading
http://news.zdnet.co.uk/story/0,,t279-s2106160,00.html

IPV6 - http://www.cs-ipv6.lancs.ac.uk/

Wireless Broadband - http://www.ispreview.co.uk/indexc.shtml

EBusiness -
http://www.ebusinessforum.com/index.asp?layout=newdebi&country_id=GB&title=Doing
%20ebusiness%20in%20United%20Kingdom

Broadband:-

http://www.broadbandmap.co.uk/ http://www.broadband-help.com/cm_about.asp

http://www.e-envoy.gov.uk/oee/oee.nsf/sections/about-epolicy-broadband-publications-
documents/$file/BSG_Task_group_2_content_and_demand_generation.pdf

http://www.e-envoy.gov.uk/oee/oee.nsf/sections/about-epolicy-broadband-
facts_and_figures-top/$file/broadband_map.htm

http://www.point-topic.com/scripts/directory/profile.asp?country=29

http://www.ispreview.co.uk/links.shtml

http://www.oftel.gov.uk/publications/internet/internet_brief/broad0702.htm

.
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THE NEW ECONOMY- UPDATE
ROSS BURNSIDE

This briefing has been written for the Enterprise and Lifelong Learning Committee in
advance of its hearing on the New Economy on 5 February, during which the
Minister for Enterprise, Transport and Lifelong Learning will give evidence. In terms
of “e” responsibilities, the Minister is responsible for:

• e-commerce and the knowledge economy;
• development of ICT skills in the workforce and business access to e-services;
• telecoms infrastructure, including broadband;
• developments of ICT skills in the population and other issues relating to citizens’

access to and use of the internet.

This briefing provides an update on new economy developments announced by the
Minister for Enterprise, Transport and Lifelong Learning since the Committee
published its report on the subject on 19 June 2001. It updates SPICe Research
Note 01/81, New Economy Update.
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KEY POINTS OF THIS BRIEFING

• In June 2001, the Enterprise and Lifelong Learning Committee published its
Report on the Inquiry into the impact of the New Economy

• The Report made a number of recommendations around the broad categories of
Strategy, Broadband, Access, Competitiveness, Skills issues, Business support,
Culture and E-Government.   

• The Executive responded to the Enterprise and Lifelong Learning Report on 1
September 2001

• On the same day, the Executive published Connecting Scotland: Our Broadband
Future, which remains the focus of the Executive’s e-business policy

• The Minister for Enterprise, Transport and Lifelong Learning has placed great
emphasis on the need to accelerate the roll out of Broadband across Scotland

• Statistics on the roll out and uptake of broadband are sometimes contradictory,
an issue which may have implications for policy

• A number of the recommendations made by the Enterprise and Lifelong Learning
Committee have been acted upon by the Executive, whilst some to date have not
progressed

• This briefing contains a number of suggested issues for discussion with the
Minister for Enterprise, Transport and Lifelong Learning
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ELL COMMITTEE RECOMMENDATIONS – JUNE 2001

In the ELLC Report on the Inquiry into the Impact of the New Economy a number of
recommendations were made. Without agreeing on every point made by the
committee, the Executive did respond to each of the Report’s recommendations. The
ELLC recommendations could be summarised as follows:

Strategy

• An overarching e-strategy for the nation which aims to promote Scotland into the
leading group of nations within 5 years

• The Minister for Enterprise, Transport and Lifelong Learning should be given
responsibility for all aspects of the e-strategy, even areas that lie outwith the
immediate responsibilities of the department, for example, Modernising
Government

• The appointment of a senior figure, reporting to the Minister, with responsibility to
drive forward the strategy and its implementation

Broadband

• The Executive should set an ambitious target date to establish economic
broadband communication links to all businesses and homes in Scotland

• If there is to be public sector involvement in the development of
telecommunications infrastructure, this may create a need for a watchdog
function on competitive provision

• With that in mind, the Committee recommends that there is a need to clarify the
relationship between the Scottish Executive, the Parliament and the regulatory
body, OFCOM

Access: The Digital Divide

• Every effort should be made to avoid the widening of a “digital divide,” and indeed
to eliminate it

• The Executive should be open to the developments of new technology, focusing
on the potential of satellite technology to address the problem in remote areas,
and digital TV to address it in otherwise digitally excluded urban areas

Competitiveness: An inter-connector

• The Scottish Executive should take an active role in creating a competitive
Scottish telecommunications market by brokering a Scottish inter-connector link
to the global cable network

Skills Issues

• The Committee has identified signs of a shortfall of skilled staff in new economy
sectors and strongly recommends the Executive address this problem as a
matter of urgency
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• One of the main aims of the e-strategy should be the creation of a universally IT-
literate population

• The Executive should undertake studies to learn from the success of competitor
countries in attracting female students to technology based courses

• The Executive should look at further initiatives in primary and secondary
education to encourage interest in technological subjects

• Careers Scotland, incorporating the education-business partnerships, should aim
to help reinforce the work done to date by the partnerships.

Business Support

• Enterprise agencies and other economic development service providers should
undertake a thorough self-audit to ensure that their services are fully attuned to
the needs of new as well as traditional businesses

• Banks should introduce training of their staff on the nature of new economy
businesses, and business processes in order to better support their needs

• Employers should take a positive attitude to new ways of working, like extending
teleworking or telecottaging

Culture

• To become a successful e-business nation, it is essential there is a fundamental
change in culture. The committee believes that the public sector should take the
lead in bringing about this culture change by being an initiator and exemplar in
promoting the new economy

• The Executive should arrange training for all its members and staff in the new
technology and its implications

• The Executive should establish, with the industry’s co-operation, an electronics
sector group, on the basis of the PILOT initiative for the oil and gas industry

E-Government

• All public agencies (including the Parliament and the Executive) should move to
e-procurement for all its goods and services at the earliest opportunity

• The Department for Enterprise and Lifelong Learning should set an ambitious
target date to be the first Executive Department to have all its services on-line

• The ELLC commits itself to be undertake all its business electronically, except
where external contacts are not e-enabled and traditional methods are necessary

• The committee recommends that the Executive integrates its “modernising
government” e-enablement programme with its programme of civil service job
relocation

• The committee believes that recent legislation has not always been e-business
friendly and recommends that the remit of the IRIS unit within the Department for
Enterprise and Lifelong Learning be extended to cover the impact of devolved
legislation on e-business

The remainder of this briefing will look at some of the main developments in
Scotland’s new economy since the committee published its report on the subject in
June 2001.
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DEVELOPMENTS SINCE PUBLICATION OF ELLC REPORT

The Scottish Executive response to the ELL Committee report was published on 1
September 2001. The “key points” were summarised as follows:

“Strategy:
• Clear allocation of Ministerial and official responsibilities already exists.
• Cabinet and Ministerial Committees oversee policy development and achievement of objectives.
• Strategies developed.

Infrastructure – Broadband
• The Executive’s aim is to ensure that affordable and pervasive broadband connections are

available to citizens and businesses across Scotland.
•  Infrastructure investment is likely to be most efficiently provided by the private sector in this

complex and dynamic market. However, services may not be provided in some, and particularly
rural, areas.

• The Executive will promote procurement of broadband connections for public services in a way
that stimulates providers to offer a wide range of services to businesses and consumers.

•  The public sector will consider joint public-private provision in remote areas which might not
receive sufficient provision on a commercial basis.

The Digital Divide
• The previous section sets out action being taken to avoid a geographical divide in access to

broadband connectivity.
• The Scottish Executive is committed to achieving universal access to the web by 2005.
• A wide range of actions to improve online access, skills, and content are already being

undertaken by the Executive.
• A Digital Inclusion strategy to be published in Autumn 2001 – more actions will follow.

Infrastructure – Competitiveness: an Inter-connector
• The Executive recognises that Scotland needs world class products and pricing for international

connectivity.
• The Scottish Executive and Scottish Enterprise (SEn) believe that the key failure to be remedied

is the lack of wholesale pricing.

Skills Issues
• The Executive agrees with the ELL Committee on the importance of skills to success in the New

economy.
• The Executive is actively working to ensure that Scotland has the right skills.

Business Support
• The Executive is committed to ensuring that the Scottish economy becomes a digital economy,

with businesses in all sectors and of all sizes taking full advantage of modern technologies.
• Action is taken to ensure e-business support programmes meet business needs.

Culture
• Action being taken to promote cultural change.
• Development of an information and publicity strategy for the knowledge economy.

E-Government
• Modernising Government is about improving services.”
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SCOTTISH EXECUTIVE ACTION ON THE NEW ECONOMY

On 1 September 2001, the Executive published Connecting Scotland: Our
Broadband Future, outlining their plans to extend the telecommunication services in
Scotland. The approach of the Executive was portrayed as “aggregating the
demand” for telecommunications services from different parts of the public sector
(local government services generally and libraries and schools in particular, along
with the health service). This approach is being tested in two “pathfinder areas,”
where according to the Executive’s document, “the market is unlikely to meet
demand under current procurement practices.” Procurement procedures, designed
to take distinctive local circumstances into account, are currently underway in the
two pathfinder areas:

• South of Scotland: covering the geographical areas of Dumfries and Galloway
and Scottish Borders Councils

• Highlands and Islands: comprising the geographical areas of the Highland
Council, the Islands councils, Moray Council and Argyll and Bute Council

On 2 December 2002, the Executive announced plans to accelerate the roll out of
Broadband at the launch of the report updating its Broadband strategy – Connecting
Scotland our Broadband Future: Making it Happen. Speaking about the plans, Iain
Gray, the Minister for Enterprise, Transport and Lifelong Learning stated:

By the end of 2003, we aim to take Scotland from the current ADSL1 coverage
figure of around 40% of the population….to a level in excess of 70%.

If we do not intervene, commercial projections indicate that we will not achieve
70% coverage until 2006, which is not acceptable.

Source: Scottish Executive press release, 2 December 2002

INTERVENTION

Some of the Executive intervention plans in increasing the uptake of broadband
include:

Project ATLAS

The first phase of project ATLAS (Accessing Telecomms Links Across Scotland) was
to set up a virtual Telecoms Trading Exchange (TTE) in Scotland supported by a link
(backhaul) to London. The TTE is connected to UK and worldwide telecoms
suppliers via a dedicated high capacity London-Scotland link procured by Scottish
Enterprise from Perth based SSE Telecom.

                                           
1 ADSL (Asymmetric Digital Subscription Line) is just one example of a range of technologies
generically known as DSL technologies. It allows for the transmission of digital information at a high
bandwidth on existing phone lines to homes and businesses. Unlike the regular dial-up phone service,
ADSL provides a continuously-available, "always-on" connection. Basically, ordinary phone lines (also
known as ‘twisted copper pairs’) can be transformed into high-speed digital lines, capable of
supporting advanced services.



providing research and information services to the Scottish Parliament
8

On 30 September 2002, Band-X, the bandwidth exchange, was awarded the
contract by Scottish Enterprise to offer its IP transit trading platform to the Scottish
market. The contract, called the Telecoms Trading Exchange (TTE), was established
to help deliver increased broadband links to businesses across Scotland. The project
is to run for at least three years and involves Band-X building and operating the
facility and subsequently promoting and selling the IP transit service to Scottish
wholesale customers.

This project is aimed at allowing Scottish Internet Service Provider (ISPs) to
compare information and wholesale prices via a dedicated website and purchase IP
transit in Scotland from leading international networks at London prices. London is
one of the most competitive IP markets in the world with transit prices on the Band-X
exchange below £100 per megabit.

On 22 January 2003, Band-X announced that the TTE had gone live “ahead of
schedule” and secured its first customer, Glasgow based hosting specialist,
European Quality Serviced Networks, Ltd (EQSN).

Phase II of project ATLAS aims to spread the benefits of the project more widely by
building remote hubs in some of Scottish Enterprise’s business parks, with backhaul
links to the main ATLAS hub located in Scolocate in Edinburgh. The project is
currently in the final stages of preparation for an announcement on the first phase of
implementation by the end of March 2003.

In addition to the pathfinder projects mentioned above, on 2 December 2002, the
Executive also outlined plans for trials of alternative delivery mechanisms for
Broadband in rural areas. The following are examples of some of the projects on
trial:

FIXED WIRELESS PROJECT – WESTERN ISLES

The fixed wireless project in the Western Isles aims to extend broadband access to
the public sector and businesses throughout the region. This project is currently at
the procurement stage, with plans in place to have the main network ready for March
2003.

POWERLINE CARRIER TRIALS – CRIEFF AND CAMPBELTOWN

The pilot scheme to offer 24 hour high speed Internet access for rural communities in
the north of Scotland was launched in Crieff in June 2002. Alongside a similar
initiative in Campeltown, this project uses electricity power networks to deliver
broadband communications.

RELATED DEVELOPMENTS

On 13 February 2002, BT launched their new satellite broadband service. This was
of importance in that it was designed to deliver high speed internet access to
Scotland’s rural communities. This coincided with a commitment made by Highlands
and Islands Enterprise, Scottish Enterprise Dumfries and Galloway, and Scottish
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Enterprise Borders, to subsidise satellite installation costs for local businesses in
their respective areas.2

These developments and policies emphasise the importance attached by the
Minister for Enterprise, Transport and Lifelong Learning to the roll-out of Broadband
in Scotland.

MEASURING PROGRESS ON THE NEW ECONOMY

INTERNET ACCESS

The Office for National Statistics publish a regular statistical report on internet
access across the UK, covering a country/regional breakdown. The data illustrates
the variation in internet access for households across regions. Figure 1 outlines the
most recent results which show Scottish internet access to be above the levels of
Wales and Northern Ireland, but well behind the East and South East of England,
and below the overall UK average.

Figure 1

Source: Office for National Statistics

Table 1 from the Scottish Household Survey illustrates a very clear correlation
between earnings and internet access.

                                           
2 At £900, satellite installation charges are high, and the monthly service is over twice the price of
conventional ADSL.
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Table 1
Percentage of homes with internet access by net household income

£ 1999 2000 2001 Change 99-01
Up to 6,000 5 7 9 4
6,000 - 10,000 4 7 7 3
10,000 - 15,000 9 15 18 9
15,000 - 20,000 17 26 31 14
Over 20,000 33 48 57 24

(source : Scottish Household Survey)

The Centre for Advanced Studies at the University of Cardiff has produced a
“regional competitiveness index” (Cook, Clifton & Huggins, 2001). Scotland is placed
in 7th position out of 12 UK regions at 95.1% of the UK average.  One of the inputs
into this overall index is an “index of regional knowledge based businesses”.    Figure
2 indicates that Scotland is placed 9th out of 11 regions (data not being available for
Northern Ireland).

Figure 2

Source: Cooke, Clifton & Huggins, Cardiff University, 2001

BROADBAND UPTAKE

Statistics on Broadband uptake, outlined in the evidence provided by Scotland IS,
are not encouraging. Scotland IS claim that the UK may have a higher proportion of
overall net users than some of its competitor countries, but they are connected at far
slower speeds. The statistics on broadband uptake are sometimes contradictory.

• Figure provided by the Executive, quoted above, state that Scotland currently has
ADSL Broadband coverage of around 40% of the population
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• The latest Nielson-Netratings study indicate that only 9% of UK households use a
high-speed connection to go online, compared with a figure of 39% in Germany,
33% in Sweden

• A European consumer survey, by Jupiter Research, places the UK as having just
7% of internet users connected to Broadband, compared to 11% in France, 17%
in Spain and 29% in Sweden

• Red Sheriff research group places the UK in third place in terms of broadband
connection use with 41% of all internet activity, behind Sweden at 59% and Spain
at 57%

The contradictory nature of these statistics is an issue members may wish to raise
with the Minister.

COMMITTEE RECOMMENDATIONS – STILL TO BE ADDRESSED

This briefing has summarised the Executive’s Enterprise and Lifelong Learning new
economy policy since the committee published its report in June 2001. Much of the
action taken by the Executive since the publication of the Committee’s report has
focused on increasing the uptake of Broadband in Scotland. Some of the committee
recommendations, however, do not appear to have been acted upon by the
Executive. These include:

• The Executive has not produced an overarching e-strategy for the nation – one
that incorporates “all the activity that the Executive and other public bodies are
undertaking to develop online activity” as proposed by the Committee.

• The Minister for Enterprise, Transport and Lifelong Learning has not been given
responsibility “for all aspects of the e-strategy,” even the areas that lie “outwith
the immediate responsibilities of the department” – responsibility continues to lie
with several Ministers.

• Although targets have been set (ADSL coverage to “a level in excess of 70%” by
the end of 2003), the Executive does not appear to have set an “ambitious” target
date to establish economic broadband communication links to all businesses and
homes in Scotland as recommended in the Committee report.

• The Executive has not opted to broker a Scottish inter-connector link to the global
cable network – although it has opted instead to set-up the Telecoms Trading
Exchange (TTE) in Scotland supported by a link (backhaul) to London

SUGGESTED ISSUES FOR DISCUSSION

Members may wish to raise some of the following issues with the minister:

• Would it be more effective to give the Minister for Enterprise, Transport and
Lifelong Learning responsibility for all aspects of the e-strategy?
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• Given the contradictory statistics on broadband uptake available, how robust are
the Executive’s statistics on ADSL Broadband coverage of “around 40% of the
population”?

• According to the latest published data from the Scottish Household Survey
(SHS), the digital divide actually increased between 1999 and 2001 (see table 1).
What progress has been made by the Executive in closing the digital divide?

• What were the main reasons for the Executive opting not to broker a Scottish
inter-connector link to the global cable network?

• What progress has been made in terms of attracting female students to
technological subjects?

• What is the extent of skills shortages in the “new economy” – has the existence of
“new economy” skills shortages been borne out by the work of Future Skills
Scotland or has the decline in this sector solved the immediate problem?

• The previous Minister stated that it was difficult for the public sector to be an
intelligent consumer when civil servants did not necessarily have the right skills
(Wendy Alexander, OR ELL Committee 7 Feb 2001 col 1569)  Has the issue of
getting the right skills into the civil service been addressed?

What has been the progress on the following areas

• The ‘bundling’ of public sector broadband demand in remoter areas to create a
basis for its supply by the private sector.

• The affordability of broadband.

• E-procurement in government generally.

• The development of entirely on-line services by the Enterprise and Lifelong
Learning Department.

• The launch and development of the relevant New Intermediary Technology
Institutes.
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EXECUTIVE SUMMARY
• After 30 months of operation as a social enterprise, Columba 1400 has exploded past proving its

feasibility to substantially enhance the development and employability of the long-term

unemployed, communities in poverty and youth-at-risk.

• In addition to catalysing the rural community development of north Skye, Columba 1400 delivers first-

class residential leadership experiences to people from a wide variety of organisations and

backgrounds - from the UK and around the world.  These “Leadership Academies” generate the lion’s

share of operating revenue.

• By targeting attitude as an essential foundation for personal development and using a leadership

development methodology, Columba 1400 has helped to elicit meaningful personal and collective

purpose in the lives of many people coming from "tough” socio-economic realities.

• Since opening in June 2000, Columba 1400 has graduated 661 graduates from 49 Leadership

Academies, the majority being individuals aged 16-30 from socio-economic "standing starts".

• In the Greater Easterhouse area of Glasgow where only 42% of residents under the age of 45 are

in employment and only 11% have a qualification more than standard grade/GCSE level,

Columba 1400 has had a huge impact.  In a recent survey, with a sample group of 114 participants,

over 86% have found employment or secured a place within formal education.

• In September 2001, Columba 1400 received the Sunday Mail/Lloyds TSB Great Scot “Better Life

Award” for the best example of Social Entrepreneurship in the Modern Scotland.

• Using this existing track record for excellence, The Gemini Project™ is a corporate development

offering which “redefines the boundaries of corporate social responsibility”.  This bespoke

programme brings together 8 “fast track” employees from within a company and 8 community

members from an economically challenged area into one residential leadership experience.

University of Strathclyde awards a certificate in professional development in coaching to each

attendee of the project.  Rolls Royce and Lloyds TSB in Scotland piloted The Gemini Project™ in

2002 and have booked again in 2003.

• By exemplifying an entrepreneurial culture within the voluntary sector, Columba 1400 has

demonstrated a powerful case study of social economy, rural community development, inclusion,

values education and corporate innovation.  After opening in June 2000, Columba 1400 will return

its first profit to the organisation in 2003.

• Already in partnership with many organizations throughout the UK, Columba 1400 seeks to contribute

its unique talent of opening attitudes towards education, work and citizenship.  As a laboratory of

accelerated alternative learning, Columba 1400 stands at the ready to further the entrepreneurial
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agenda of moving the corporate and voluntary sectors forward together in a Modern Scotland -

working smarter together instead of harder on our own.

BACKGROUND

Columba 1400 was inspired, founded and is currently chaired by Norman Drummond, former BBC

National Governor and Chairman of the Broadcasting Council for Scotland. Chaplaincies to The

Parachute Regiment, The Black Watch and Fettes College were followed by 12 years experience

as Headmaster of Loretto School. As part of his continuous work with the potential of others

throughout his life, Columba 1400 represents a place where people come to understand the

vocation of leadership in personal and professional life.

Columba 1400 was designed to serve as “a pulse at the heart of a unique rural island community”.

The Centre offers local residents and visitors a high quality restaurant, internet café, games room,

library, and crèche facilities.  As a LearnDirect learning centre, Columba 1400 offers local

residents a year round gateway to learning 12 hours per week.

Fundraising of £2.5M for the Centre began in 1997, to honour the 1400th anniversary of St.

Columba's mission to Scotland.  The Centre is open to all and unconditionally welcomes the

diversity brought to the table by different cultures and backgrounds.

After 30 months of operation as a social enterprise, Columba 1400 has exploded past proving its

feasibility to substantially enhance the development and employability of the long-term

unemployed, communities in poverty and youth-at-risk.

In addition to catalysing the rural community development of north Skye, Columba 1400 delivers

first-class residential leadership experiences to people from a wide variety of organisations and

backgrounds - from the UK and around the world.  These “Leadership Academies” generate the

lion’s share of operating revenue.

By exemplifying an entrepreneurial culture within the voluntary sector, Columba 1400 has

demonstrated a powerful case study of social economy, rural community development,

inclusion, values education and corporate innovation.  After opening in June 2000,

Columba 1400 will return its first profit to the organisation in 2003.
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ENTREPRENEURSHIP FOR SOCIAL IMPACT

Many people find the world around them a daunting place and find it difficult to identify meaningful

purpose in their lives.  This is perhaps no surprise when we consider the levels of unemployment

and poverty, problems associated with homelessness and drugs, and the rate of youth suicide.

In Scotland, recent surveys have demonstrated the startling realities shaping the attitudes of our

young people, especially:

• 1 in 4 Scottish children come from backgrounds of poverty;

• 1 in 9 Scottish children run away from home before the age of 16;

• 2 in 3 Scots between the age of 15 and 25 say that they feel depressed “most of

the time”.

Columba 1400 addresses this situation by offering people an alternative perspective – supported

by a practical range of tools which allow them to respond in their home communities.  It offers

participants an alternative perspective on their current reality with an ability to respond to those

situations thrust upon them, and the desire to pursue situations requiring their contribution.

The core curriculum is anchored by The Columban Code of Responsible Leadership™ – the six

principles of:

����������� ���	
��� ���
������� ����������� �������������
� ��������
�

                                     

These six themes provide a scaffolding for the following core topics:

• Community Building

• Core Values

• Responsible Leadership

• Vocation

• Communication

• Conflict Resolution

• Problem Solving

• Decision Making

• Team Dynamics

• Ethics

• Leadership simulation -  business and community
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• Columba’s Challenge™

ENTREPRENEURSHIP FOR SOCIAL IMPACT

Our experience has found that tremendous leadership potential exists in those who have

experienced the weathering of "tough realities".  By tapping into this talent constructively, we are

positioning a leadership resource where it is needed most.  This is not an altruistic mission at

work, but one that possesses tangible value to employers and communities.

The impact of the Columba 1400 Leadership Academies is measured through monitoring

outcomes achieved in the Greater Easterhouse area of Glasgow and progress reports from

partner organisations in various parts of Scotland, most notably Ayrshire, Dundee, Dunfermline

East, Edinburgh and Perth.  The support of both Highlands and Islands Enterprise, through Skye

& Lochalsh Enterprise, and Scottish Enterprise, through SE Glasgow, SE Ayrshire and SE

Tayside, has been particularly appreciated.

In the Greater Easterhouse area of Glasgow where only 42% of residents under the age of 45 are

in employment and only 11% have a qualification more than standard grade/GCSE level,

Columba 1400 has had a huge impact.  In a recent survey, with a sample group of 114

participants, over 86% have found employment or secured a place within formal education.

Excellence is a function of innovation and ongoing programme refinement.  Columba 1400, in

conjunction with the Greater Easterhouse Development Company (GEDC), developed the “What

Other Way” (WOW) Programme in 2001.

The WOW programme is specifically targeted at long-term unemployed and youth-at-risk in the

Greater Easterhouse Community.  It is a comprehensive programme that guides and supports

participants before, during and after the Leadership Academy on Skye.

The WOW programme is currently being piloted for replication by Jobcentre Plus across Scotland,

in addition to community initiatives in Dumfries and Galloway, Govan (Glasgow) and South

Kessock (Inverness).

Initial groundwork is being completed in Paisley, Renton and Craigmillar.

Partnership is at the core of Columba 1400’s developing work and success, within which of

particular help and significance have been The Prince’s Trust Scotland, Youth at Risk and The Big

Issue in Scotland.
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REDEFINING THE BOUNDS OF CORPORATE SOCIAL RESPONSIBILITY

A busy schedule of pilot programmes in the first two years has made strategic partnerships with

the corporate sector essential, in order to achieve a balance between the delivery of a social

product and the sound future of the operation.

THE GEMINI PROJECT™

Using our existing track record for programme excellence, The Gemini Project™ is a corporate

offering which “redefines the boundaries of corporate social responsibility”.  This bespoke

programme brings together 8 “fast track” employees from within a company and 8 community

members from an economically challenged area into one residential leadership experience.

University of Strathclyde awards a certificate in professional development or performance in

coaching to each attendee of the project.  Rolls Royce and Lloyds TSB in Scotland piloted The

Gemini Project™ in 2002 and have booked again in 2003.

Strategically, the concept of the Gemini Project™ positions Columba 1400 as the hub of a future

leadership network, bringing community problem solvers together to interface with the most

proven, respected and trusted leaders from government and business.

THE BARR LEADERSHIP INSTRUCTORS

In 2002 William J. Barr OBE, Chairman of Barr Holdings, announced the appointment of 25 Barr

Leadership Instructors - an interdisciplinary team of proven practitioners that will design and

deliver the curriculum of Columba 1400 programmes worldwide.

Members of the Barr Team have included Chief Executives, Company Directors, Community

Leaders, Local Crofters, Police Inspectors, Specialist Speakers, former SAS Commanders, Media

Personalities and other guests of the Centre.
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THE FUTURE

The success of Columba 1400 to date lies in the core of its philosophy, its methodology and its

strong partnerships.  This opens up a wealth of opportunity for expansion into a variety of settings

and a variety of client groups, including other areas of disadvantage.

Columba 1400 is currently developing a number of exciting expansion initiatives, involving:

a)  Staffin Capital Development

b)  The Columba 1400 Foundation

c)  Outreach Programmes across Scotland

d)  Scotland Values Education Initiative

e)  International Licence Agreements

Already in partnership with many organizations throughout the UK, Columba 1400 seeks to

contribute its unique talent of opening attitudes towards education, work and citizenship.

As a laboratory of accelerated alternative learning, Columba 1400 stands at the ready to further

the entrepreneurial agenda of moving the corporate and voluntary sectors forward together in a

Modern Scotland - working smarter together instead of harder on our own.

"It is the nature of man to rise to greatness if greatness is expected of him".

John Steinbeck
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THE SOCIAL ECONOMY
ROSS BURNSIDE

This briefing has been written for the Enterprise and Lifelong Learning Committee in
advance of its hearing on the Social Economy. This briefing outlines some of the
unique features of the social economy, analyses its extent in Scotland and overseas
and describes public policy towards the social economy particularly in terms of
European funding.
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KEY POINTS OF THIS BRIEFING

• The social economy has drawn increased attention from policy makers in recent
times

• It constitutes an important body of intermediate economic activity, sitting
alongside the formal economy, operating in areas of service provision that it does
not pay the private sector to exploit

• There is debate in the social economy literature about defining precisely what
constitutes a social economy organisation

• As a result, there have been varying evaluations about what the social economy
is worth to the Scottish economy as a whole – depending on the definition and
methodology used

• Using a narrow definition puts the number of social economy jobs in Scotland at
around 55-60,000, a broader definition puts the number of paid employees at
around 107,000

• Social economy organisations range from community/voluntary groups, charities
through to credit union and housing groups

• According to statistics from the Scottish Council for Voluntary Organisations,
around half of the social economy organisations in Scotland are involved in social
and heath care

• On Monday 27 January 2003, the Scottish Executive announced a £6 million
funding package designed to support the development of the Scottish social
economy sector – on the same day they also launched a Review of the Scottish
Executive’s policies to promote the social economy

• Social economy organisations have been successful in attaining European
funding

• The social economy has become an important element of many economies
throughout the world
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WHAT IS THE SOCIAL ECONOMY?

The social economy1 plays an important role in the regeneration of disadvantaged
communities and in tackling problems of social exclusion more generally. It
constitutes an important body of intermediate economic activity, sitting alongside the
formal economy, operating in areas of service provision that it does not pay the
private sector to exploit. Unique features of the social economy have been identified
as:

• its “not for profit” motivation – any profits are not distributed to the “owners” of the
businesses but are reinvested for community benefit;

• its existence in response to a need not supported by the market;
• its strong level of volunteering input – services are provided by paid employees,

but voluntary activity is also a major feature;
• its capacity to build a relationship of trust with its client groups;
• its expertise in dealing with disadvantaged groups and communities;
• the fact that excluded groups and communities are often involved in the

ownership and management of its organisations;
• its high degree of autonomy from the state.

(Simon Clark Associates, 2002; McGregor, et al., 1997; Salamon et al., 1999)

The social economy is extremely diverse, making it hard to define. Indeed, a study of
the literature on the subject reveals that there is no clear and standard definition of
what the social economy means (see Simon Clark Associates, 2002). It does not fall
into any Standard Industrial Classification (SIC), categorised by a mode of supply,
but shares institutional characteristics as a mode of delivery. A social economy or
“third sector” business will hold a variety of goals and does not follow conventional
market force rules in the supply of its goods or services. It features a heavy
involvement by its target community in its operations and governance. As one study
said:

“The social economy is essentially a ‘small business’ and a service sector
which directs its resources and activities very much towards disadvantaged
areas and groups. Its primary beneficiaries include the unemployed and those
on low incomes. The social economy makes a direct contribution to the
alleviation of poverty. It represents a significant means of reaching excluded
individuals, including them in meaningful activity, improving their capacities and
circumstances and potentially drawing them on into the mainstream economy.”
(McGregor et al, 1997)

THE SOCIAL ECONOMY IN SCOTLAND

The social economy is a broad tent, with a whole spectrum of activities being
provided by diverse organisations. These organisations may be involved in areas of
economic and community development, education and training, campaigning and

                                           
1 Other terms that have been used to describe the space occupied by the social economy are the third
sector, the not-for-profit sector, and the voluntary sector.
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advocacy, culture and recreation. Table 1 provides a breakdown of the 50,000 social
economy organisations2 by field of work.

Table 1: Breakdown of Number of Organisations by field of work for Voluntary Sector Charities
plus Housing Associations and Credit Unions (2000/01)

Source: Scottish Council for Voluntary Organisations (SCVO)

In recent years there have been a number of attempts to research the worth of the
social economy to Scotland. Regardless of which study one looks to it is clear that
the social economy plays on important part in Scottish society.

Research by McGregor et al, 1997, and the SCVO has attempted to evaluate the
worth of the social economy. SCVO research calculates there to be around 107,000
paid employees in the Scottish social economy sector, a mark-up of the McGregor et
al study (carried out by Simon Clark and Associates, 2002) would suggest around
55-60,000 paid employees in the sector.

For the purposes of this paper, we will look primarily at the most recent figures
produced by the Scottish Council for Voluntary Organisations (SCVO). In terms of
calculating what contributes to their figures, the SCVO use the phrase “social
economy” to “describe the economic dimension [my emphasis] of voluntary sector
activity.” It has been suggested (Clark and Associates 2002) that SCVO incorporates
the widest definition (by comparison with the rest of the literature on the subject) of
the social economy in determining what encompasses the sector.

Research by SCVO calculates that in 2001 there was a sector income of £2.8 billion,
equivalent to around 3% of Scotland’s GDP and equivalent to the agricultural output
of Scotland. It estimates that the sector provides employment to 107,000 employees,
around 80,000 full-time equivalents.

Figure 1 below outlines the main sources of income to social economy organisations.
The chart highlights the importance of public sector grants and donations, which
remain the lifeline of many organisations in the sector. However, figure 1 also
reveals that “self-generated income” has become a major part of the sector’s income
(32%) and arises from the sector’s economic activities, such as trading, rental
income and returns from investments. Correspondingly, a significant amount of
income comes via service-level agreements with local authorities (8%), underlining
                                           
2 50,000 is the number of social economy organisations in Scotland according to Scottish Council for
Voluntary Organisations (SCVO) research.

%
Social Care 42
Culture and Recreation 18
Economic and Community Development 11
Education and Research 7
Health Care 7
Religious Activities 5
General Charitable Purposes and Representation 4
Accommodation 3
Environment and Welfare 3
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the role of the social economy in public service delivery. In recent years there has
been an increased effort by policy makers in supporting the role of the social
economy. Speaking in February 2000 as Minister for Communities, Wendy
Alexander stated that:

“Social economy organisations have great potential to work in partnerships, as
intermediaries between the state and the individual….There are opportunities to
expand the social economy’s work in the fields of poverty relief, care provision,
employment and training, housing or personal finance….We want to make sure
that good ideas for social enterprise are not thwarted because of lack of money
or a lack of vision.”3

Indeed, the Executive published a Review of the Scottish Executive’s Policies to
promote the social economy on Monday 27 January 2003. Launching the review,
Deputy Social Justice minister, Des McNulty stated:

“Good relationships between social economy organisations and the public and
private sectors are vital if we are to use their complementary strengths.”

On the same day, the Executive announced a £6 million funding package to run from
2003-04 to 2005-06. Of this £6 million, Communities Scotland will contribute £3
million and the Scottish Executive £3 million. Set plans for how this money is to be
allocated have yet to be announced, but at the press launch it was stated that the
money could be used to:

• strengthen the asset base and capability of social economy organisations;
• improve staff training and development within social economy organisations;
• support entrepreneurial innovation by social economy organisations.

                                           
3 Scottish Executive Press Release, Business and Voluntary Sectors must work together, 4 February
2000.
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Figure 1

Source: Scottish Council for Voluntary Organisations

EUROPEAN FUNDING

The social economy’s unique motivation, ability to build trust with their clients,
expertise in dealing with “problem” groups and areas, and direct representation of
their communities through their management structures, have all led the EU to value
the input of social economy organisations to the management of the Structural
Funds. In particular the focus of many organisations in the sector in dealing with
disadvantaged or socially excluded individuals has enabled the sector to become a
significant recipient of European Structural Funding.

The main fund which provides assistance to many of the social economy principal
clients is Objective 3. In Scotland Objective 3 funding is provided by the Scottish
ESF Objective 3 Operational Programme. The fund, which consists of five priorities,4

provides assistance to support unemployed individuals back into work and to move
socially excluded individuals closer to the labour market, and is worth �������
(roughly £312m) between 2000-2006. The programme also provides assistance to
build the capacity of organisations, such as social economy organisations, delivering
services to target groups supported by the programme (Scottish ESF Objective 3,
2000).

The Scottish ESF Objective 3 Programme Management Executive also manage
funding delivered in Scotland via the EQUAL Community Initiative. A Development
Partnership (DP) under Theme D of the EQUAL Programme has been established to
strengthen the social economy in Scotland. This programme aims to strengthen the

                                           
4 For more information on the Scottish ESF Objective 3 Operational Programme and on the operation
of the Structural Funds in Scotland more generally see, SPICe paper SM DA01-03 ‘European
Structural Funds’.

Sources of Income to Social Economy sector, 2000/2001

Self Generated Income
32%

Local Authorities
8%

Other public sector/grants, etc.
27%

Private Sector/sponsorship
1%

General public donations
19%

Charitable trusts
6%

National Lottery
7%
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social economy (third sector), in particular the services of interest to the community,
with a focus on improving the quality of jobs.

Given the importance of European funding to the sector, SCVO has engaged heavily
with European funding structures. Symptomatic of this process was the
establishment of SCVO’s European Unit in 1991 to provide a range of services to
support voluntary, community and social economy organisations applying for, or in
receipt of, European Structural Funds.

The European Unit of SCVO continues to develop and manage projects that support
the work of social economy organisations. SCVO also manages, on behalf of the
Scottish ESF Objective 3 programme, the Direct or ‘Global Grants Scheme’, which is
worth roughly �����	
�£6.9m) between 2000-06. This scheme provides Objective 3
funding in the form of small grants (typically around £10,000) to voluntary and
community organisations within the Scottish Objective 3 programme area (principally
Lowland Scotland) (Scottish ESF Objective 3, 2000b, p4). The scheme focuses on
three main areas of activity:

• projects which enhance local networking such as locality studies, social audits,
community learning programmes, community profiling, project-specific feasibility
studies;

• projects that increase social cohesion such as food co-ops or development of
infrastructure bodies such as a village hall development group;

• projects that develop community enterprise.

IMPORTANCE OF SOCIAL ECONOMY TO OTHER COUNTRIES

Recent years have seen a surge of interest throughout the world in the broad range
of organisations that are institutionally separate from the state and operate outside
the normal confines of the market. A study carried out for the John Hopkins Center
for Civil Society Studies (1999) aimed to evaluate the impact and contribution of
social economy organisations. What the study revealed was the increasing
importance of social economy organisations to many economies throughout the
world.

The study, which was carried out in 1995 in 22 countries,5 calculated that the social
economy is a $1.1trillion (US) industry employing 19 million full-time equivalent paid
workers, equivalent to 27% of all public sector employment in the surveyed nations.
Non-profit expenditures in these countries averaged 4.6% of the 22 nations’ GDP. If
the nonprofit sector in these countries were a separate economy, it would be the
eighth largest economy in the world, ahead of Brazil, Russia, Canada and Spain.

Figure 2 breaks down the social economy’s share of total paid employment in each
of the 22 surveyed nations.

                                           
5 The 22 nation-states were as follows: Austria, Belgium, Finland, France, Germany, Ireland,
Netherlands, Spain, United Kingdom, Czech Republic, Hungary, Romania, Slovakia, Australia, Israel,
Japan, United States, Argentina, Brazil, Colombia, Mexico and Peru.
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Figure 2

Source: The Johns Hopkins Comparative Nonprofit sector Project

Although it is more important to some countries than others, figure 2 reveals that the
social economy constitutes a sizeable component of a wide assortment of
economies throughout the world.

Although the methodologies and year of the publications are different, if Scotland
were placed in the John Hopkins table based on the SCVO figures (107,000 total
social economy employees) and the current total employment figures in Scotland
(2,415,000 total employees in Scotland6), Scotland would rank somewhere in the mid
range at about 4.3% of total employment.

                                           
6 From Office for National Statistics, Labour Market Statistics January 2003 Scotland.

Social economy share of total paid employment, by country, 1995
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