
WRITTEN SUBMISSION FROM SCOTTISH ENTERPRISE 
 
Introduction 
 
1.   This submission is aimed at assisting the Committee in their consideration of the 
Scottish budget proposals for 2009-2010. It should be read in conjunction with 
Scottish Enterprise’s Business Plan 2008/2011 which sets out our contribution to the 
Scottish Government’s overall purpose of increasing sustainable economic growth.  
 
2.   The Scottish Government’s Economic Strategy recognises that increased GDP 
growth is driven by increased productivity, population growth and economic 
participation.  It also acknowledges that Scotland’s current poor productivity 
performance arises from shortfalls in enterprise, innovation, investment and skills.  
Scottish Enterprise is best placed to focus primarily on the first three of these: 

 
o promoting Enterprise by providing responsive and focused support that will help 

growth companies and industries reach their full potential;  
 
o stimulating Innovation to support business growth including exploiting new 

products, processes and technologies; 
 

o leveraging Investment: that can create the right conditions for growth companies 
and industries to have access to property, markets and finance to help them 
grow. 

 
3.   Despite Scotland’s real strengths that should give it competitive advantage in the 
global economy, the country still lags behind its competitors in some vital areas 
including:  
 
o low investment in business R&D which, at 0.6% of GDP, is less than a quarter of 

the value invested by some competitor countries;  
 
o low levels of entrepreneurial activity with only 5% of the population creating 

businesses;  
 
o a small number of companies of scale with just 115 generating a turnover of more 

than £100 million a year; 
 
o low productivity with output per hour around 15% less than the top performing 

OECD countries. 
 
4.   The need for a supportive business environment has never been greater.  Given 
the current global economic downturn, it is even more essential that Scotland 
delivers: 
 
o responsive and focused enterprise support to increase the number of highly 

successful, competitive businesses; 
 
o targeted support to business in pursuit of opportunities outside of Scotland and 

the development of internationally competitive firms; 
 
o a broader approach to business innovation in Scotland that moves beyond 

viewing innovation as the domain of science and technology alone; 
 



o clear focus on strengthening the link between Scotland’s research base and 
business innovation and addressing low levels of business R&D; 

 
o projects and programmes concentrated on key sectors with high growth potential 

and the capacity to boost productivity. 
 
5.    Scottish Enterprise has undergone a radical transformation following the 
Enterprise Networks Review and is now more clearly focussed as Scotland’s 
Enterprise, Innovation and Investment Agency.  We are committed to working 
collaboratively with industry and the rest of the public sector to help address the 
challenges facing Scotland’s economy.  Scottish Enterprise has a role to play in 
helping Scottish businesses cope with the rapidly changing economy - responding to 
both the short term “shocks” of the global downturn and the longer term - more 
fundamental - challenge to raise Scotland’s sustainable growth rate.   
 
Scottish Enterprise’s Investment Proposals 2009/10:  
Sources & Application of Funds 
 
6.   Unlike last year at this time, we now have a clearer view of what funds we are 
likely to have available for the coming year and how we, in broad terms, intend to 
apply them.  We have also now resolved the transfer out of functions and funds as a 
consequence of the Enterprise Networks Review – a matter that understandably 
caused some uncertainty when finalising last year’s business plan.   
 
7.   Work on producing Scottish Enterprise’s next Business Plan (2009/12) is now 
well underway.   However, at this time, the planned spend outlined below should be 
regarded as indicative only because:  
 
a) we are undertaking a challenging, evidence based reassessment of the value for 
money we achieve from all of our projects and programmes;  
 
b) we are in dialogue with sister agencies (HIE, VisitScotland, Skills Development 
Scotland and the Scottish Funding Council) over the potential to further align our 
respective plans and spending proposals; and  
 
c) the Business Plan and the related investment proposals for 2009/12 are subject to 
formal approval by the Scottish Enterprise Board and the endorsement by the 
Cabinet Secretary for Finance and Sustainable Growth. 
 
8.    Against a backdrop of economic downturn, increased opportunities and demand 
for Scottish Enterprise’s interventions, rising inflation and a reduced allocation of 
resources, 2009/10 will inevitably be challenging.  We estimate that the total 
resources available will be in the region of £289million, made up as follows: 
 

 £m 
Government Grant 224 
EU grants 8 
Property disposals 33 
Rental and other property income 7 
Co-investment Fund 10 
Other business income 7 
 289 

 



9.  The income analysis excludes the non-cash allocation of £30 million to cover non 
cash costs. 
 
10.  In broad terms, our indicative spending proposals are as follows: 
 

 2009/10 
Indicative 

 

 £m  
Enterprise:   
Company start ups and company growth 30  
Internationalisation  21  
Organisational development 14  
   
Innovation:   
IP generation including ITI Scotland 35  
Support to key sectors 21  
Commercialisation 16  
Support to growth companies including R&D 18  
   
Investment:   
Equity investment in growth companies 20  
Business infrastructure 28  
Urban Regeneration Companies 13  
   
Employment costs for staff directly involved in 
Enterprise, Innovation and Investment activities:  

  
40 

 

   
Strategic research, policy and project support: 6  
   
Information Systems & premises 16  
   
Support staff and related costs 11 

 

 
 
Notes:  
(i) the above analysis excludes the transfer in of Regional 
Selective Assistance grants and innovation grants which are 
currently administered by the Scottish Government but which will 
transfer to Scottish Enterprise from April as a consequence of 
the Enterprise Networks Review;   
(ii) the analysis also excludes the notional costs of providing 
shared services support to Skills Development Scotland across 
a range of services including research, ICT, finance & HR  

 
11.  A fuller analysis of our proposed investment in Enterprise Innovation and 
Investment is attached, together with an indication of the expected outcomes and 
deliverables from our range of activities.   We are on track to meet our Government 
efficiency target of 2% per annum compound over the period of the 3 year spending 
round, primarily through staffing efficiencies but also through a rationalisation of 
operational facilities.    
 
12.  Scottish Enterprise contributes to the Government’s Economy Strategy on a 
number of fronts and to the shared ambition for wealthier and fairer, healthier, 
smarter, stronger and greener Scotland.  We are working closely with Government to 
develop a better understanding of how our activities contribute directly to national 



outcomes and priority targets.  We also continue to work closely with local 
government over a wide range of activities and contribute to the formulation of single 
outcome agreements as part of the Scottish Government’s national performance 
framework   
 
Responding to the Economic Downturn 
 
13.  We are monitoring current economic conditions and the likely trends in economic 
output and we are committed to adjusting our planned spend, where necessary, to 
support industries and companies during these challenging times.  We are also 
engaging more closely with customers, partners and ‘intermediaries’ (such as the 
banks) to share information and insights to help ensure that the overall response 
available to Scottish companies is fit for purpose.    
 
14.  In many cases, the best response from Scottish Enterprise is a continuation of 
our existing suite of products and services but with perhaps an increased breadth 
and intensity of support.  Amongst the actions already underway or under active 
consideration are the following: 
 
o additional focus has been placed on supporting account managed companies 

through the provision of advice and support on such matters as cash flow/working 
capital management, cost reduction programmes, market development (including 
overseas), improving access to the IP (intellectual property) portfolio, exploring 
scope for structural change/mergers, etc 

 
o increased effort going into our inward investment activities, using in particular the 

shifting global economy to highlight and reinforce the attractiveness of Scotland 
to invest in or to consolidate UK/global business operations; 

o Many companies are finding it more difficult to source funding for investment and 
we anticipate making additional funding available for the increasing demand for 
our investment products.  We are also working with Europe to establish the scope 
for increasing EU backed investment funds.  This follows our successful bid for 
an additional circa £30 million from the EU into the Scottish Co-investment Fund.  
We have no immediate plans to provide loan finance but will keep a close 
watching brief on how the banks will be meeting their commitment to provide 
SMEs with access to loan finance;  

 
o increasing the resources to business advisory services which are currently 

making a difference to company success such as the Scottish Manufacturing 
Advisory Service; 

 
o availability of additional resources for business R&D through increasing either our 

relative contribution or through encouraging more applications; 
 
o a reassessment of our infrastructure projects with some being delayed by market 

conditions but opportunities arising for Scottish Enterprise to increase the pace 
and support for others where appropriate; 

 
o reducing our emphasis on longer term intellectual property generation in favour of 

shorter term impacts from commercialisation of existing intellectual property. 
 
Additional Information 
 



15.   We would be pleased to provide any additional information or clarification that 
the Committee may require and we look forward to amplifying on this submission and 
responding to the Committee’s specific question at the forthcoming evidence session. 
 
 
 
 

 
Scottish Enterprise 

October 2008 
 



Attachment 
 

Proposed Indicative Funding of Enterprise, Innovation & Investment 
Funding analysis and specification of deliverables 

 
ENTERPRISE:  £65m 

Business Gateway national 
framework and other enterprise 
support 
 

£6m National support to the Business 
Gateway including market 
intelligence, website and marketing 
and other projects aimed at 
addressing increased enterprise 
activity.  
 

 

Developing high potential 
companies 
 
 
 

£16m 800 - 1,000 growth business 
increasing sales by £1m+ in 
previous 3 years. 1,900-2,100 
growth businesses supported (75-
80% in priority industries), support 
includes strategy development, 
market development, business 
efficiency; £400m to £600m annual 
turnover growth in growth 
businesses supported. 
 

 

Developing the business 
environment 
 
 
 

£8m   

Internationalisation including support 
for Scottish companies to develop 
overseas markets and foreign direct 
investment into Scotland 

£21m 1,800 - 2,400 planned high value 
jobs through inward investment. 
Maintaining overseas presence 
(Europe, North America, Asia and 
Pacific), support to companies to 
internationalise, international 
marketing to attract foreign direct 
investment. Globalcot and 
International Advisory Board. £xm - 
£ym annual turnover growth in 
supported businesses. 
 

 

Skills utilisation including 
organisational and leadership 
development 
 
 

£14m growth businesses supported in 
organisational development 
including leadership skills and 
Training +; talent.scotland and 
attraction of skilled individuals in 
life sciences, electronics. 
 

 

 
INNOVATION:  £90m 

IP Generation including ITI Scotland 
 

£35m ITI Scotland covering Energy, Life 
Sciences and Tech-media and 
other IP generation initiatives. 
 

 



Innovation support to key sectors 
 
 
 

£21m Energy: Demonstration facilities in 
renewables (fuel cells, power 
networks), Life Sciences (TMRC, 
Stem Cells), Tourism: golf, food, 
whisky, destination events.  Food 
& Drink: health innovation centre, 
collaborative supply chain. 
Financial Services: supply chain 
development 
 

 

Commercialisation activity 
 
 
 

£16m Refocus commercialisation support 
on market demand and 
consolidation of approach.  x to y 
knowledge transfers supported 
(licences, acquired, collaborative 
ventures) Proof of Concept, 
Edinburgh-Stanford Link. 
 

 

Innovation support to companies 
including R&D+ 
 
 

£18m 22-27 high growth start ups 
(including spin outs) with potential 
to reach a value of £5m (£2m 
GVA) in 3 years. A major drive to 
increase innovation by businesses, 
to support growth, including new 
products & services, processes 
and business models. Increase 
investment in R&D by assisted 
businesses of £50m to £60m. 
 

 

 
INVESTMENT:  £61m 

Business Infrastructure 
 
 
 

£20m Life Sciences: Bio-quarter, 
regenerative medicine. Energy: 
Fife Energy Park, Energetica. 
Tourism: destination development 
including National Parks, 
Edinburgh, Glasgow, St. Andrews. 
Electronics: Pacific Quay, 
Advanced Forming Research 
Centre, Digital Media Park. 
Financial Services: International 
Financial Services District. Value 
of additional investment onsite in 
high impact projects on 1:2 to 1:2.5 

 

Scottish Enterprise’s non 
operational property portfolio 
 
 

£8m   

Support to Urban Regeneration 
Companies 
 

£13m   

Scottish Co-investment Fund 
 
 

£10m Attract specialist money to invest in 
priority industries, continue to 
increase the availability of private 

 



 
Scottish Venture Fund/Seed Capital 
Fund 
 
 
 

£10m
equity finance.  Leverage of 1:2 to 
1:3. 
 

 

 
 
N.B. The figures outlined above should be regarded as indicative only because:  
 
a) we are undertaking a challenging, evidence based reassessment of the value for 
money we achieve from all of our projects and programmes;  
 
b) we are in dialogue with sister agencies (HIE, VisitScotland, Skills Development 
Scotland and the Scottish Funding Council) over the potential to further align our 
respective plans and spending proposals; and  
 
c) the Business Plan and the related investment proposals for 2009/12 are subject to 
formal approval by the Scottish Enterprise Board and the endorsement by the 
Cabinet Secretary for Finance and Sustainable Growth. 
 
 
 
 

Scottish Enterprise 
October 2008 

 


