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Purpose of Report 

The purpose of this report is to seek approval to homologate the response made by North and 
South Lanarkshire Councils to the Consultation by Scottish Parliament on the reforms of the 
Scottish Enterprise network. 

Background 

In September 2007, for the Cabinet Secretary for Finance and Sustainable Growth 
announced reforms to the enterprise network which: 

0 Abolished Local Enterprise Companies (LECs) and Local Enterprise Forums (LEFs) 
and replaced with a regional delivery model for enterprise support; 

0 Transferred Business Gateway and local regeneration services to local authorities; 
0 Transferred funding from Enterprise Network to local authorities; 
0 Announced the merger of Careers Scotland and Learndirect Scotland to form Skills 

Development Scotland. 

The Economy, Energy and Tourism Committee, during its consideration of the 201 0-1 1 
budget, raised some fundamental questions about the purpose of the enterprise network 
and its role in economic development. These included whether it was time to rethink the 
very purpose of an enterprise network and what tasks it should be expected to carry out 
in a modern economy. This inquiry aims to address those questions. At the end of the 
inquiry, the Committee will produce a report to Parliament, making a series of conclusions 
and recommendations for actions to be taken by the Scottish Government. 

Lanarkshire response 

North Lanarkshire Council submitted a response to the Consultation on behalf of both 
North and South Lanarkshire Councils. The full response is included as an annexe to this 
report. 

Recommendations 

It is recommended that Committee: 

i) Note the contents of the report and homologate the response submitted by the Council. 

Mhreen  Mckonachie 
Head of Regeneration Services 

Local Government Access to Information Act: for further information about this report, 
please contact Stuart MacMillan 01698 302 814 



Key questions 
Value of recent reforms 

What impact has the rationalisation of the enterprise network and the abolition 
of the LECs had on the quality or effectiveness of the services delivered? 

In relation to the transfer of the Business Gateway service, the rationalisation has 
improved the quality and effectiveness of the Business Gateway service by enabling 
the Council to: 
0 

0 

0 

Broaden the range of services on offer by providing additional business 
support services not available through the core Business Gateway contract 
Improve the responsiveness of Business Gateway to the needs of local 
businesses particularly in response to the economic downturn, and 
Create greater cohesion in the delivery of services through improved 
partnership working and greater integration with other Local Authority and 
partner services. 

One major impact has been that while the level of effort in local economic 
development activity from local authorities and other partners has increased as a 
result of the recession, yet a relatively small proportion of funding was passed across 
from Scottish Enterprise to local authorities. 

Has the transfer of activities, such as the Business Gateway service, to local 
authorities improved the delivery of services to local businesses and what 
evidence is there of this? 

We believe that the transfer of activities has improved the delivery of services to local 
businesses. There has been a history of close partnership working between 
agencies to support businesses throughout Lanarkshire. Partnership working and 
effective collaboration between agencies has been key to Business Gateway delivery 
in Lanarkshire and has been an important ongoing outcome of the 2007 reforms. A 
pan-Lanarkshire approach between North and South Lanarkshire Councils and the 
contractor, backed up by close working links with a raft of local stakeholders 
including other Council teams (employability services, property services etc), local 
employability initiatives such as Routes to Work, Lanarkshire Chamber of 
Commerce, FSB, Scottish Enterprise, local colleges, PSYBT, Job Centre Plus and 
various intermediaries, has ensured maximum potential for cross referrals and 
promotion of the partners’ offerings. 

Locally the transfer does not appear to have had any negative impact on delivery 
with services continuing to be delivered seamlessly for local businesses. Instead, the 
transfer has resulted in a more joined up, holistic and coherent approach to the 
delivery of business support in the area. 

The challenging economic conditions of the last 18 months have required local 
Business Gateway provision to be flexible and adaptable in order to address the 
changing needs of Lanarkshire businesses. By working closely with local partners 
and with the contractor, the Council has been able to review the contract to ensure 
appropriate changes are made to respond to these needs. This has included the 
introduction of new and refocused advisory services funded through discretionary 
Business Gateway budgets such as the Sub Growth Pipeline - Lanarkshire’s Local 
Discretionary Service. 



Through significant local discretionary funding over and above the Business Gateway 
budget, the Council has been able to provide a more holistic business support 
service for SMEs by establishing a range of local service measures, either as part of 
the core Business Gateway service (for example the Local Discretionary Service) or 
operating alongside it (for example the Local Addendum). These local measures aim 
to address the support needs of businesses which fall out with the sectoral or growth 
criteria of the main contract but have growth potential and local economic impact. In 
addition, the Councils’ business support programmes (particularly business grants 
and loans; supplier developmentlpublic procurement) dovetail closely with Business 
Gateway delivery, ensuring that access to finance for training, consultancy, capital 
expenditure and business expansion are not barriers to growth. 

Both North and South Lanarkshire Council, along with the local contractor, are 
currently pursuing a European Regional Development Fund (ERDF) application to 
deliver a suite of complementary “additional” services aimed at helping SMEs and 
social economy organisations during the current recession. 

Since the transfer of the Lanarkshire contract, the contract has achieved full spend in 
2008/9 and 2009/10 and has achieved good performance despite the negative 
impacts of the recession. For example, in 2009/10, the contract exceeded its target 
for new starts. The delivery of services to growth pipeline companies and companies 
being transferred to Scottish Enterprise account management has also showed very 
strong performance with Lanarkshire contributing the largest volume of clients 
nationally in these areas. 

In relation to customer feedback in 2009/10, the Lanarkshire Business Gateway 
contract exceeded its targets as follows: 

0 

0 

0 

Overall satisfaction - Very satisfied or fairly satisfied: Target 80% - Actual 
89% 
Service delivered met expectations - Far exceeded, slightly exceeded or met 
expectations: Target 75% - Actual 89% 
Benefit the business will gain from service received - Of significant benefit or 
some benefit: Target 76% - Actual 87% 

These figures demonstrate that the service provided is meeting and exceeding 
expectations despite the negative impact of the recession and that the quality of the 
services provided remains well above target following the transfer. 

A key frustration of the transfer has been the ongoing debate with Scottish Enterprise 
for the acceptance of companies being referred into the growth pipeline and direct 
account management. The process has been cumbersome and bureaucratic for all 
parties with monthly meetings arranged with Scottish Enterprise, the Council and 
contractor to discuss the businesses that should progress. The ultimate decision lies 
with Scottish Enterprise and has a financial impact on the Business Gateway 
contract, as the contractor only receives payment upon successful referral and 
transfer to Scottish Enterprise. 

Prior to the meetings, the Council assesses the companies that have been identified 
and ensures that only those businesses which meet the criteria move forward to the 
discussed at the meeting. Despite this, a number of businesses continue to be 
rejected for support by Scottish Enterprise leading to issues of who should provide 
ongoing support to the companies and also resulting in the contractor not receiving 
payment. 



This process requires to be reviewed nationally with the criteria for acceptance 
reviewed to ensure that all companies who would benefit from SE intervention can 
receive the appropriate support. 

Furthermore, although it is difficult to provide specific examples or evidence, there 
are growing concerns over prospecting and “cherry picking” of companies. When the 
Business Gateway contract was established the pool of companies for prospecting 
by the Business Gateway was identified as those companies not currently account 
managed by Scottish Enterprise. The concerns focus on the increased activity of 
Scottish Enterprise to prospect and engage directly with this group of companies who 
show growth prospects but are of size and scale to be categorized as Business 
Gateway customers. This needs to be reviewed nationally with a more robust 
protocol in place to avoid duplication of marketing and prospecting which can be 
confusing for companies in terms of who they should engage with. 

In addition, there is a question over the ability of Scottish Enterprise to provide the 
same levels of intensive support to those companies that the Business Gateway can 
provide during the growth pipeline and handover stage to Scottish Enterprise. This 
activity also has an impact on the Business Gateway to deliver its financial and 
performance targets to growing companies when these companies have been 
directly approached by Scottish Enterprise for support. 

What has been the experience of businesses that are not account-managed by 
Scottish EnterpriseIHighlands and Islands Enterprise since the 2007 reforms? 
Are such companies finding it difficult to attract the support they need from the 
enterprise agencies and what evidence is there of this? 

Our experience has been that there are key gaps in the levels of business support 
across the network. This is particularly the case for larger companies who contribute 
significantly to the local and wider economy in terms of employment and/or the 
product or services they provide. Due to the sector or inability to meet growth criteria, 
they currently cannot be accepted into Scottish Enterprise account management. 
These companies still require business support, yet there is a clear gap in provision 
for them. This has been one of the key frustrations of the current Business Gateway 
contract and has placed additional pressure on the ability of the Business Gateway, 
local councils and other partners to support these companies. 

In Lanarkshire, progress has been made in responding to these gaps in service 
provision by creating a Local Discretionary Service (Sub-Growth Pipeline) within the 
Business Gateway contract, and for those companies who cannot be accommodated 
within the Business Gateway contract, a complimentary “Additional Business 
Support” service has been created out with the main contract. These additional 
services have relied on local funding being diverted to support these businesses. In 
addition, the continuing ability to provide support through local council budgets will be 
subject to ongoing budget reviews and will also be dependent on the outcome of the 
current ERDF application. 

It is vital that detailed discussions on post-2012 delivery of the Business Gateway 
commence as soon as possible and that the current gaps in provision are fully 
explored to ensure that future models are fit for purpose and provide appropriate 
support to those businesses who require assistance. 



How joined up are the various agencies that are now charged with supporting 
economic recovery? Are there examples of successful partnership working 
between, for example, SE or HIE and local authorities? How has the 
establishment of the strategic forum assisted in this regard? 

At a regional level, there is now a lack of visibility of Scottish Enterprise activity. 
There is some continuing representation of SE at Community Planning Partnership 
and Local Economic Forum meetings, however, this is sporadic and there are no 
opportunities for strategic or operational planning discussions which had existed 
before the transfer of activities. Such discussions were invaluable to establishing 
and implementing regional economic strategies, policies and priorities, ensuring that 
local regeneration existed in a parallel and joined up way between local authorities 
and the local enterprise companies. This has resulted in a weaker local economic 
forum. 

Have COSLA and SE been able to agree on what constitutes local, regional and 
national regeneration? Are local authorities maintaining levels of local 
regeneration activities? What benefits have accrued from the transfer of local 
regeneration activities to local authorities? What has been the impact on 
regional regeneration projects? Have any regeneration projects failed or been 
cancelled as a consequence of this transfer of responsibilities? 

COSLA and SE might have done this at a national level, however, it has only filtered 
down to a limited degree at local authority level. With some projects like Fusion 
Assets a clear line has been drawn, but with others, in particular Ravenscraig, which 
technically is a regional project and still with SE, the Council has found itself very 
much in the position of having to take the lead -with no financial recognition of this. 

While North Lanarkshire and South Lanarkshire Councils have maintained local 
regeneration activity levels for this financial year, with local authority cutbacks and 
external funding streams such as the Town Centre Regeneration Fund, ERDF and 
Vacant and Derelict Land Fund ceasing at the end of this financial year, the Council 
will not be able to maintain activity at this level in the future. Potential new funding 
streams such as JESSICA are likely to be grossly over committed. 

One of the main benefits is that councils are now better placed to take forward 
projects and activities which fit better with local authorities, and in our opinion, while 
still an issue, the pressure on annuality of spend, is not as severe in local authorities 
which ultimately means better value for money. 

Ravenscraig has previously been mentioned as a regional project that has been 
neglected by SE. With regards to the other regional project in North Lanarkshire, 
Gartcosh, SE has disengaged from this, with the project now being taken forward 
very much in isolation from the Council. There is also little evidence that SE still 
consider this as a priority. 

While Ravenscraig has not failed or been cancelled, it has certainly stalled as a result 
of apparent SE loss of interest, and is only proceeding as a result of North 
Lanarkshire Council’s initiative, funding and willingness to push forward with 
alternative funding mechanisms such as Tax Increment Finance. 

Similarly, while the Clyde Gateway has received a fair amount of investment, there 
are now questions emerging around its future funding and the sustainability of the 
investment. 



The Cabinet Secretary envisaged that Regional Advisory Boards would provide 
a link between local, regional and national delivery. How is this working in 
practice and what links have been provided? 

The Regional Advisory Boards do not have any visibility locally, nor appear to have 
the prominent role that the Local Economic Forums once had. They are therefore 
not providing the desired link between local, regional and national delivery as 
envisaged by the Cabinet Secretary. 

What advantages has the establishment of Skills Development Scotland 
brought in terms of the delivery of the skills agenda and have there been any 
difficulties? 

Since the restructuring of the enterprise network and the formation of Skills 
Development Scotland, local authorities have raised a number of issues in relation to 
how the new organisation links into Community Planning Partnerships. The 
concerns have been discussed recently by the SLAED employability group and can 
be summarised as follows - 

Significant period where SDS staff disappeared from local partnerships - 
there was a period during the reconfiguration of SDS when there was a 
genuine lack of direction and input due to the nature of the review and the 
loss of experienced staff. 
Lack of input from SDS into CPP Outcome Agreements. 
Lack of local discretion for SDS staff. 
Apparent lack of effective financial planning and budget management - 
leading to large underspends. 
Inconsistency in audit requirements - issue with claiming of TFW outcomes 
not consistent with approach to auditing Business Gateway. 
Lack of transparency of financial allocations and lack of data sharing with 
local authority - in the past there has been a reluctance to share data, e.g. 
school leaver destinations and the mechanisms applied in effective data 
collection. 

Attempts have been made to respond to these issues through the development of 
delivery agreements with SDS in each local authority area, however there is a 
consensus that the process of development has been lacking strategic direction and 
that often the end result lacks tangible outcomes for work between SDS and local 
authorities. 

From a local authority perspective there have been no discernable advantages 
gained from the creation of SDS and the linking of the former Careers Service 
function, Skills function within Scottish Enterprise and Learn Direct. The transition 
process from the former agencies into the new organisation seems to have taken a 
considerably lengthy period. Part of this has been the creation of a new delivery 
structure which despite rhetoric appears to provide a far from integrated approach to 
service implementation from its component parts. The apparent rationale for the 
delay in development and implementation of delivery arrangements seems to be the 
reference to a new and young organisation finding its feet. This would have been 
more easily accepted in 20071 2008 than in 20091 2010. 

At a local level, one of the key issues arising was the complete removal of key 
management/ senior staff who had long experience and understanding of our area 
over a number of years. This took place overnight, and despite best efforts, the 



engagement of SDS in important local partnership structures has proved challenging 
as new personnel have been appointed and taken up post. Given the significant 
changes over the first two years of its existence, there has been a perception of 
hiatus in service delivery at a local level. 

Over the last year, SDS introduced a process of creation of Service Delivery 
Agreements at local authority level. The principle is laudable and was warmly 
welcomed in Lanarkshire. How successful its implementation has been remains to 
be demonstrated. There’s a sense that having introduced this approach expectations 
have been raised that SDS may have difficulty in meeting. 

Furthermore, the varying compliance issues in delivering government contracts has 
created additional bureaucratic problems for local authorities, for example, Training 
for Work requiring signatures for validation. There are various contracts each of 
which has different processes for compliance. Each of these contracts is audited 
separately, rather than local authorities being audited as a single entity for all of its 
financial compliance and procedures. 

In addition to this, there are specific issues that have impacted on local authorities, 
including: 

0 There are further requirements for the Local Authority i.e. to provide training 
for Careers School Staff on Curriculum for Excellence. This was not 
negotiated but has come from SDS (perhaps through the Minister). 
There are some issues in relation to the demands being made of school staff 
to provide data on school leavers at very short notice and there have been 
issues raised around the role of the school careers staff in supporting this 
activity. In the past, demands from SDS have not been complied with as the 
burden has often been left with the schools which has not been appropriate. 

Issues also remain around access to information on SDS activities, performance and 
in particular investment levels locally that allow the Councils and other partners a 
greater understanding of its role and contribution to the wider employability 
partnership agenda and to outcomes and targets in the Single Outcome Agreements. 

How will services be protected in light of any planned further restructuring 
exercise within Scottish Enterprise and/or Highlands and Islands Enterprise? 

The success of the transfer of the Business Gateway to local authorities lies in the 
ability of the contractor, Councils and other partners to work with and support local 
companies to ensure that local and wider economic needs are met through the 
delivery of localised joined-up business support. The move by Scottish Enterprise to 
work more on a regional and national basis and also on higher level initiatives has 
created a gap in the support mechanisms for those larger companies that do not 
meet the growth or sectoral criteria to be account managed by SE. The experience 
with the Business Gateway has shown that the focus on local delivery working with 
Individual companies works well and achieves greater local outcomes. It is essential 
now that a delivery model post 2012 focussing on local provision addresses the gaps 
that now exist. 



More fundamental, first principles analysis 

Could the Scottish Government’s economic aims be achieved in a different 
way? Are there more successful or efficient models of delivery in other parts of 
the world? 

The Scottish economy still lacks a joined up economic strategy, particularly in light of 
current economic conditions. The Scottish Government’s Economic Strategy was 
ambitious in stating aspirational targets and aims for the Scottish economy, however, 
it was light on how these ambitions would be achieved. This was before the 
economic recession, and now that economic growth has experienced such sharp 
falls in 2008 and 2009, unemployment is at levels not seen for a decade, and with the 
economy yet to fully recover, a refreshed, realistic and targeted economic strategy is 
now due. 

Lanarkshire has been particularly badly affected by the recession and has indeed 
been considered the ‘epicentre’ of the recession in Scotland, given the number of 
redundancies being announced by firms, the massive surge in unemployment and 
the impact that the recession has had on the area’s young people. As a result, 
further and continual investment will be required form the Scottish Government and 
partners involved in regeneration and economic development. 

Could services be delivered as effectively, with greater efficiency, by a single 
agency or some other structure with increased shared services etc? 
Conversely, are a single economic strategy and the SE account management 
model suitable for both Scotland and the Highlands & Islands? 

Providing the Enterprise Network with more focused and specific priorities and 
responsibilities should have driven efficiency and helped de-clutter the landscape of 
economic development and regeneration, however, the lack of visibility of SE at a 
local level has lead to the organisation being superfluous in local and regional 
development. It has instead strengthened the role and increased the responsibilities 
of local authorities in driving economic development and regeneration at a local and 
regional level. 

However, as this response has highlighted, some key regeneration projects that have 
slowed as a result of the change of SE’s responsibilities and the greatly reduced 
budgets particularly around physical regeneration. Similarly, services would certainly 
be more effective if SE engaged with local authorities and partnerships on a more 
regular and active way. 

The link between the Government’s Economic Strategy and regeneration at a local 
level could also be improved. The Economic Strategy in its current form does not 
identify how local strategic partners can work together to achieve the targets of 
growth in the strategy. There appears to be a greater focus on the activity of SE and 
SDI than the increasingly important role and responsibilities that local authorities and 
partners have. Strengthening the link between the Government’s economic 
ambitions and how these can be achieved locally will therefore make the Economic 
Strategy a more suitable model for economic development. 



What should be the role for a publicly-funded enterprise network, what 

Alternatively, what alternative exists to the current model in Scotland and what 
benefits would this have? 

. activities should it be expected to deliver and what resources are required? 

The Enterprise Agency should have a clearer, reduced and more strategically 
focussed role. The Agency’s key role should be in investing in priority industries that 
will deliver greater economic impact and benefit for Scotland. This can either be in 
encouraging existing industries or supporting the development of new opportunities, 
e.g. advanced manufacturing and life sciences. The current structures are confusing 
and difficult to understand for local providers of economic and business development. 
This has resulted in greatly reduced effectiveness of local working relationships and 
has afforded little opportunity to develop relationships between the public sector 
support agencies and key sector companies locally. While the Enterprise Agency 
has key skills and expertise that should be retained, the role for the Agency should 
be clearer and fit more effectively with local priorities and delivery, such as 
Community Planning Partnerships. 

Indeed, Community Planning Partnerships have been effective models of local and 
economic regeneration, particularly across Lanarkshire. CPPs have clearly 
demonstrated that they can be successful at working in collaboration to deliver 
services specific to local priorities. This response has already highlighted the 
sporadic nature of SE’s representation and involvement at CPPs and the negative 
implications this has had for the Agency’s reputation and impact for local economic 
regeneration. 

Do the enterprise agencies’ methodologies for calculating the return on 
investment bear scrutiny? Which activities have been identified as delivering 
most return on investment? 

The local authority sector has historically not had common methods for measuring 
economic impact and return on investment, though through work being carried out by 
the Improvement Service and SLAED’s new national performance indicators, we are 
developing a more robust framework for measuring the impact of our economic 
development interventions. There may be merit in Scottish Government establishing 
a common framework to be used by all the agencies that are active in economic 
development. 


