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ANNEX A
SCOTTISH GOVERNMENT DRAFT BUDGET 2013-14 - RESPONSE TO ECONOMY,
ENERGY AND TOURISM COMMITTEE REPORT
[Committee recommendations

shown in bold, SG responses shown in normal font]

National Performance Framework
RECOMMENDATION 2 - The Committee notes the important role that the National
Performance Framework fulfils in providing a broader measurement of performance
and recommends that the Scottish Government continue to update the targets so that
they remain relevant and are date specific.
The measurement set which underpins the National Performance Framework (NPF) was
reviewed in 2011 to ensure that the NPF continued to be supported by the best quality
information, and that it remained most relevant to measuring whether the Purpose and
National Outcomes were being delivered. Where relevant, indicators have associated targets
to drive specific levels of improvement, which will continue to be the case. We strive to have
the most suitable measures of progress towards delivery of the Purpose and National
Outcomes in place and so are always open to constructive and specific conversations about
how the measurement set can be improved.
RECOMMENDATION 3 - The Committee notes the evidence suggesting a need for
greater alignment between the National Performance Framework targets and the
budget, and calls on the Scottish Government to set out how the budgetary
allocations will contribute to the purpose targets.
Since 2007, the NPF has provided a strategic direction for policy making in the public sector,
provided a clear direction to move to outcomes-based policy making and has been fully
integrated within our spending plans. The Draft Budget document's Strategic Chapter makes
it clear that outcomes are at the heart of policy making in the Scottish Government, and
central to the shift towards more collaborative and partnership-oriented delivery. Delivery of
the Purpose and National Outcomes is driven by a range of programmes that may be funded
by different budgets or taken forward by different bodies, which often relate to concerted,
long term activity.
RECOMMENDATION 4 - The Committee recognises the importance of undertaking a
range of measurements alongside GDP to determine whether the NPF target of
achieving a more successful country is being achieved. We recommend that the
Scottish Government adopt an approach of including the NPF measurements to
determine if social, economic and environmental goals are being achieved. We would
welcome the Scottish Government providing more detail in the equality statement as
to the impact of the draft budget.
As has been said above, the NPF sets out what these key social, economic and
environmental goals are through the Purpose and National Outcomes. The measurement set
which underpins the National Performance Framework is designed to measure the progress
that is being made towards these goals. Through Scotland Performs
(www.scotlandperforms.com) each National Outcome page allows the user to see how
relevant National Indicators are performing, to allow them to judge for themselves how
Scotland is doing on these key goals.
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Preventative spend
RECOMMENDATION 6 - The Committee welcomes the Scottish Government's
continued commitment to implementing preventative spend measures. We also
encourage Scottish Enterprise, Highlands and Islands Enterprise and VisitScotland to
consider how a preventative approach can be pursued in their activities.
RECOMMENDATION 7 - We ask the Scottish Government to confirm how it will
evaluate the impact of preventative spend measures within the economy, energy and
tourism portfolio.
The Scottish Government welcomes the helpful line taken by the committee on prevention.
We encourage all public bodies to consider how a preventative approach can be pursued in
their activities.
We are committed to establishing fit-for-purpose monitoring and evaluative processes
underpinning what we recognise to be a very long term shift in spending patterns and culture
in public services for Scotland. We will draw upon national and international expertise and
advice, alongside what we are learning from practitioners on the ground in Scotland to
establish such a cross sector evaluative framework.
Tackling unemployment and underemployment
RECOMMENDATION 8 - The Committee welcomes the steps taken by the Scottish
Government to allocate additional funding to support youth employment. It considers
that this will help to provide opportunities for young people to gain employment
experience and develop their skills. The Committee asks the Scottish Government to
assess the impact of this investment and current college funding on the creation of
sustainable employment.
It is always difficult to assess the contribution of individual policies to improvements in
employment due to the complex interaction of a number of factors that affect employment
opportunities. Scottish Government analysts will continue to monitor and report on the
labour market outcomes of young people in Scotland. As part of the post-16 reform
programme, the Scottish Government will be working with colleges to develop a range of
measures to assess outcomes for individuals attending college, including a measure of
employment outcomes.
RECOMMENDATION 9 - The Committee is concerned at the number of underemployed
people and the impact that this has on living standards and skills development. We
ask the Scottish Government to gather evidence on any trend with a view to
considering how this problem could be addressed.
The latest data show that in 2011, 10.5% of people in employment reported themselves as
underemployed; this compares to 6.5% in 2007 (based on the ILO definition of time based
underemployment). Over the period the number of underemployed people increased by
almost 100,000, to a level of 262,000 in 2011.
The Scottish Government will continue to publish the level and proportion of people in
employment who report themselves as underemployed as part of the annual Local Area
Labour Markets in Scotland National Statistics publication. During 2013 Scottish
Government analysts will produce further analysis on time-based underemployment and also
consider what potential evidence can be produced on other relevant measures.
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RECOMMENDATION 10 - The Committee is concerned by the higher levels of female
unemployment and by the continuing preponderance of men in certain sectors, such
as the energy sector. We recognise that there is already on-going work in this area
and ask the Scottish Government to consider how the number of women working in
these sectors can be increased. We also ask the Scottish Government to consider
how it can address the higher levels of women in low paid employment and its
consequent impact on child poverty.
As the Committee is aware, the Scottish Government has announced plans to develop a
Scottish Energy Skills Academy to ensure that there is the skilled workforce available in
Scotland to capitalise on the economic opportunities presented by this sector. A role of the
academy will be to reach under-represented groups such as women in the oil and gas
sector.
A key element of this will be ensuring that young women are attracted towards science and
engineering subjects which lead to jobs in the Energy Sector at an early stage. We recently
announced funding of £250,000 to establish CareerWlSE (Women In Science &
Engineering) Scotland. This funding will be used to intensify engagement with schools and
business and to support collaboration between schools and businesses to encourage more
girls to consider careers in science and engineering.
The Scottish Government acknowledges the link that has been made between women's
earning levels and child poverty. Given this, we are particularly concerned about the impact
that the UK Government's Welfare Reform programme will have on levels of in-work
poverty. Recognising the importance of these issues and following the Women's
Employment Summit in September last year, we have set up a group to examine the issues
and identify specific actions ..
A draft action plan will shortly be considered by Ministers. The plan includes:
• The consideration of actions that can be taken to value the child care workforce more
highly;
• Work by the analysis working group (chaired by Professor Patricia Findlay of Strathclyde
University) to better understand the nature of the pay gap;
• The re-establishment of the cross-Government group on Occupational Segregation as a
short life working group to implement recommendations from the discussions at the
Summit on this subject;
• Implementing the CareerWise initiative mentioned above.
Skills, traininQ and apprenticeships
RECOMMENDATION 11 - The Committee welcomes the significant proposed
investment in skills and training from a range of sources, particularly for young
people. It notes the concerns raised by the business sector and asks the Scottish
Government to ensure that these resources are directed at tackling the skills gaps
identified.
The Government Economic Strategy commits Skills Development Scotland (SDS) to
developing Skills Investment Plans (SIPs) for economic growth sectors. Working with key
partners including employers from organisations of all sizes, SDS will produce SIPs which:
•

Are based on authoritative and robust sectoral Labour Market Information (LMI),
especially that of the Sector Skills Councils (SSCs) and other recognised employer
bodies;
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•
•
•
•

Are demand led, taking into account the demonstrated needs of the industry;
Identify priority interventions;
Demonstrate impact and contribution; and
State the respective roles for the public sector and others.

After consultation with employers and industry, the SIPs developed by SDS will be concise
and action focused, containing a statement of the vision; evidence; key issues; main
priorities; and an initial action plan. SDS is collaborating with skills partners, industry and
employers to better understand skills needs in Engineering, Forest & Timber Technology,
Construction, Chemical Sciences and Textiles. SDS is also responding to stakeholder
demand by leading development of a Regional Skills Action Plan for the Highlands and
Islands. Publication is planned for summer 2013.
SDS is also committed to developing a new integrated web service to simplify engagement
with employers. Our Skillsforce provides access to skills development resources for
business, connects users to the services of its partners in addition to its own, and provides
opportunities for employers to interact with SDS. Insights gathered through the user data
from this service will be fed into planning systems and into discussions with Government and
partners about future investment in Scotland's skills. The web service will be fully backed up
by telephone support and by a network of partners in the skills and learning system, as well
as employer bodies. SDS's aim will be to provide a consistent level of advice to employers,
irrespective of their first point of contact.
RECOMMENDATION 12 - The Committee is concerned that, despite current high
levels of unemployment, there still appears to be skills shortages in certain sectors. It
believes that this reflects a disconnect in supply and demand in the employment
market. We welcome the Cabinet Secretary's commitment to working with the industry
leadership groups and ask the Scottish Government to provide data on skills
shortages once available and reassurance on how these will be addressed.
A skill shortage is a specific type of hard-to-fill vacancy. Vacancies can be hard to fill
because there are not enough applicants and/or because there is an issue around the quality
of the applicants, e.g. a lack of relevant experience. A skill shortage is a hard-to-fill vacancy
where employers cannot find applicants with the skills, qualifications or experience to do the
job. Issues relating to the attitude, personality or motivation of applicants are not skill
shortages.
Skill shortages are uncommon, with only three per cent of establishments in Scotland
reporting they have at least one skill shortage vacancy. Out of all vacancies, skill shortages
account for 17 per cent. This means that for the vast majority of employers, the labour
market works well. Demand for applicants with suitable skills, qualifications and experience
is generally met.
There is variation in skill shortages by sector. The sectors most likely to report a skill
shortage vacancy are Manufacturing (7 per cent of establishments reported they had at least
one skill shortage) and Community, Social and Personal Services (6 per cent of
establishments). Please see table at Annex B for full details of the latest data available.
These are from the 2011 UKCES Employer Skill Survey: results are not available for all
sectors due to the relatively small sample size in Scotland. A more comprehensive set of
sectoral results should be available for Scotland after the 2013 UKCES Employer Skill
Survey, due to a larger sample.
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Productivity
RECOMMENDATION 13 - The Committee is aware of the need to increase productivity
levels and calls on the Scottish Government to renew its focus on this target. In
addition, we would welcome an assessment of the success of the various approaches
taken by its enterprise agencies to improve productivity.
The Scottish Government remains committed to our ambitious target to rank in the top
quartile for productivity against our key trading partners in the OECD by 2017. In 2011,
productivity in Scotland, measured as GDP per hour worked, was once again the third
highest amongst the regions and nations of the UK, after London and the South East.
Annex C is a note prepared by Scottish Enterprise that seeks to provide an assessment of
the success of approaches taken to improve productivity.
Infrastructure

and the transfer of resource to capital

RECOMMENDATION 15 - The Committee notes the Office for Budget Responsibility's
estimate of returns on investment. We recommend that given multipliers differ from
project to project, the Scottish Government undertake an assessment of the fiscal
multiplier for each capital project as well as a more general assessment of the net
impact on employment of decisions to spend on capital projects rather than on
resource.
Multipliers are calculated from input output models at a sectoral level.
Multipliers by definition are broad brush sectoral averages. Therefore, a requirement to
produce project specific multipliers would involve a range of assumptions and judgement
about purchases and import propensities related to each project. These would need to be
informed either by gathering of detailed empirical evidence or via information on planned or
actual purchases obtained from the contractors. Either of these approaches would require
significant resource and cost commitments.
While the multipliers help inform the judgement over the impact of a project on aggregate
demand, they provide only a partial estimate of the economic effects (for example, they
ignore the future economic effects post completion of any capital project). Furthermore,
regardless of the accuracy of these multiplier assumptions, this type of analysis would not
capture the impact on supply-side performance of the Scottish economy. Thus it may result
in an underestimate of the long-term employment or GVA impact from investment in capital
projects and infrastructure in Scotland.
The Scottish Government will consider in more detail the recommendation that there should
be a general assessment of the net impact on employment of decisions to spend on capital
projects rather than on resource. However, it should be noted that there is already a large
volume of research in the public domain on fiscal multipliers for capital and resource
expenditure, including evidence from the Office for Budget Responsibility (OBR), the
International Monetary Fund (IMF) and the Organisation for Economic Co-operation and
Development (OECD). The OBR estimates that current spending has a fiscal multiplier of
0.6, whilst capital spending has a multiplier of 1.0. This means that capital spending will
provide a greater short term boost to the economy (Source OBR Budget Forecast June
2010) .
RECOMMENDATION 16 - The Committee notes that the substantial investment by the
Scottish Government in capital projects is a strategy to respond to the economic
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circumstances and calls on the Scottish Government to assess the impact of this
capital investment on longer-term economic recovery in the context of all strategic
options that were available.
In the current challenging economic circumstances, and with the overall reduction in budget
available to the Scottish Government, the strategic options available to the Scottish
Government have been severely constrained. We have made some tough choices to
prioritise a number of large strategic capital investments, with the Forth Replacement
Crossing, the New South Glasgow Hospitals and the schools programme. We have sought
to supplement traditional capital finance with other finance sources, such as NPD, RAB and
switching resource to capital. We have facilitated innovative investment, such as through the
National Housing Trust and Tax Incremental Financing. The alternatives to these choices
would have been to delay or forgo the benefits of the improvements now being made in our
infrastructure.
Broadband
RECOMMENDATION 17 - The Committee welcomes the Scottish Government's
ambitious target of providing country-wide broadband by 2020. We note the
substantial investment required by the private sector and the necessity for this to be
secured so as not to draw unnecessarily on scarce public resources. We ask the
Scottish Government to monitor the rollout programme and to provide the Committee
with updates on whether it is on course to meet the 2020 targets.
The achievement of world class digital connectivity is a long term programme that requires
the support and active involvement of all sectors of the Scottish economy. The Scottish
Government recently commissioned a report on the experiences of delivering high quality
connectivity in countries such as Sweden, South Korea and Lithuania and will shortly
commence a period of engagement with stakeholders across Scotland to: identify the
lessons that can be applied in Scotland; refine our vision of world class connectivity; and
advance the process of joint working to achieve that vision. A series of demonstration
projects is also being planned in order to illustrate the benefits that such connectivity can
bring.
The Scottish Government will report to the Committee on both the progress and outcomes
from this stakeholder engagement exercise and provide regular updates on the progress that
is made subsequently towards achieving its 2020 target.
RECOMMENDATION 19 - The Committee asks the Scottish Government for
reassurance that the rate of broadband rollout will be completed in time to enable the
delivery of the efficiency saving public sector reform initiatives across the whole of
the country and that no communities will be excluded.
The initial investment programme in broadband connectivity aims to deliver a next
generation infrastructure for 85% of premises across Scotland and a significant improvement
in speeds for those premises where next generation services are not practicable at this
stage. The contract to implement this infrastructure across the Highlands and Islands is due
to be signed by Highlands and Islands Enterprise in January 2013 and the contract covering
the rest of Scotland remains on track to be agreed in the first half of the year. This latter
contract is being led by Scottish Government in conjunction with a number of local
authorities that have decided to contribute additional funds to the project in order to meet
additional connectivity requirements in their areas. The benefits of enhanced connectivity
will therefore be felt right across Scotland and will enable the delivery of the efficiencies
envisaged through the roll out of high quality digital public services.
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Procurement
[RECOMMENDATION 20 has been answered in the Scottish Government's
to the Finance Committee report]

response

RECOMMENDATION 21 - The Committee notes the number of SMEs winning public
sector contracts. We recommend that the Scottish Government collects data on the
value of the public sector contracts that SMEs are undertaking.
We know what is being spent with SMEs by public bodies in Scotland through the Scottish
Procurement Information Hub. The Hub provides analysis of procurement spending from
2006-07 onwards and it shows that the percentage spent with SMEs has remained constant
at around 45%-46% of total procurement spending. In 2010-11 this amounted to £4.17bn
with SMEs and £1.67bn with small firms. Comprehensive information regarding individual
contracts (which may span over a number of years) awarded each year is not available, but
given that spending over the years has been consistent it is reasonable to assume that the
value of contracts awarded to SMEs and small firms each year has also remained fairly
constant at this level.
Small Business Bonus Scheme
RECOMMENDATION 22 - The Committee welcomes the increase in the number of
businesses benefiting from the Small Business Bonus Scheme (SBBS). Given the
importance of obtaining value for money for all expenditure we recommend that the
Scottish Government undertake an evaluation of the impact of the SBBS, as against
other possible interventions, on increasing growth and employment in the small
business sector and make the findings available to the Committee prior to next year's
budget process.
The SBBS has removed or substantially reduced the business rates burden for 89,000
ratepayers and the Scottish Government has committed to maintain the scheme for the
lifetime of the current Parliament.
The Scottish Government is currently undertaking a review on the whole business rates
system through the consultation document "Supporting Business, Promoting Growth", which
was launched on 27 November 2012. The consultation includes questions on the
effectiveness of all reliefs, including the Small Business Bonus Scheme.
[RECOMMENDATION 23 on Non-domestic rate income has been answered in the
Scottish Government's response to the Finance Committee report]
Empty Property Relief
RECOMMENDATION 24 - The Committee recommends that the Scottish Government
monitors the impact of the empty property relief rates increases on businesses and
on the number of empty properties, particularly in town centres.
The Scottish Government has already committed to review the reforms to empty property
relief and undertake post legislative scrutiny in 2015.
Poverty
RECOMMENDATION 31: The Committee notes the difficulties witnesses have
experienced in determining the amount being spent specifically on tackling poverty
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and identifying outcomes. We understand that poverty issues cross portfolios and
welcome the announcement that relevant Ministers are to work together on poverty
measures. We recommend that the outcomes of this work be reflected in future draft
budgets to assist effective scrutiny of the impact of budgetary proposals on tackling
poverty.
The Committee welcomes the Scottish Government's commitment to the living wage
and notes that it has introduced a 1% pay cap on the cost of increase of basic pay for
staff earning between £21,000 and £80,000. The Committee asks the Scottish
Government and enterprise agencies to consider how they can further promote the
living wage and better employment practice more generally through their contracts.
We ask the Scottish Government to report on the adequacy of funding to other public
bodies, including local authorities, to enable them to provide the same objective on
pay levels.
The Scottish Government is pleased that the report reflects support from stakeholders for
measures within the budget aimed at tackling poverty. We continue to be committed to
tackling poverty and to working across portfolios to address it. For example, the convening
of the Ministerial Advisory Group on Child Poverty and our efforts to respond to the UK
Government's Welfare Reforms, in addition to the work identified in the report on supporting
young people into employment, apprenticeships and affordable housing, show the wide
ranging nature of our activity.
As the report states, the equality impact assessment provides an analysis of poverty
measures within the draft budget. Poverty is a central part of that assessment and we will
continue to refine it to ensure that poverty measures remain appropriately covered within it.
We have demonstrated our full support for the principles of the living wage in Scotland and
are leading by example by implementing the living wage through our Scottish public sector
pay policy.
As part of the wider public consultation on the Procurement Reform Bill, views were sought
from stakeholders on the impact and implications of using procurement activity to encourage
contractors to pay the living wage. The consultation closed on 2 November 2012 and the
responses were published on the Scottish Government website on 10 December 2012.
These responses along with other available evidence will inform our position on the
promotion of the living wage through contracts.
This Government remains wholly committed to continuing the implementation of a fair pay
policy that protects jobs and services, and supports the lowest paid whilst restraining the pay
of the highest earners.
The Scottish Government recognises the need for some pay growth following the application
of a two year pay freeze and, within the tight financial position that continues to apply, the
2013-14 pay policy allows for modest pay increases for the majority of staff covered by the
policy, with particular priority attached to those on the lowest incomes through measures
such as the requirement to pay the Scottish Living Wage. The Scottish Government would
encourage other sectors to apply similar principles in their approach to pay.
Fuelpovertv
RECOMMENDATION 32 - In the 2013-14 Draft Budget the Scottish Government's
allocation to fuel poverty measures is £65 million with some witnesses suggesting
that a further £135 million would have to come from the energy companies through
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the obligations set by the UK Government. In evidence the Cabinet Secretary
confirmed that expenditure of £104 million would contribute towards tackling fuel
poverty. The Committee is unclear to what extent this funding would be targeted
exclusively on fuel poverty (as opposed to other objectives such as carbon reduction)
and would welcome clarification from the Scottish Government on this.
Of the three drivers of fuel poverty (income, energy prices and energy efficiency), the
Scottish Government only has full powers to address energy efficiency. It is also the most
sustainable way to tackle fuel poverty and reduce carbon emissions. As such, our schemes
to tackle fuel poverty promote awareness and assist in funding such measures. Our various
funding schemes are designed to complement each other and signpost people to the most
appropriate offer of help. All schemes help towards increasing the energy efficiency of the
housing stock and thus tackling fuel poverty.
RECOMMENDATION 33 - We recognise the challenge presented by the fuel poverty
target given the wider economic background. We recommend that the Scottish
Government write to the Committee confirming how it will address any shortfall
should energy companies not invest sufficiently given that they have no power to
compel these companies to invest this amount.
We believe that there will be around £200m of annual funding for the National Retrofit
Programme and recent meetings between the Deputy First Minister and the 'Big 6' energy
companies encourage this belief. We will monitor the amount of funding flowing into
Scotland and keep the Committee updated on progress. Recently announced 'go early'
pilots confirm that our assumptions are valid.
Climate Chanae
RECOMMENDATION 34: The Committee calls on the Scottish Government to set out
how progress on meeting the emissions targets in the Climate Change Act can be
accelerated and to assess how both public and private sector investment can be
increased to ensure that targets in the next Low Carbon Scotland document are
achievable. The Committee notes the concern of witnesses and believes that it is
important that the budget gives confidence that the climate change targets will be
met. The Committee asks the Scottish Government to publish the updated RPP before
seeking the approval of Parliament for its budget.
Work on the second climate change report on proposals and policies (RPP2) is ongoing, with
the intention of laying a draft before Parliament before th~ conclusion of the Budget Bill
process if possible. RPP2 will set out the Government's latest position regarding the
estimated trajectory for reducing greenhouse gas emissions in line with the targets set under
the Climate Change (Scotland) Act 2009. As the Committee acknowledges, both public and
private sector investment will be important in funding measures to cut emissions. This is
something which RPP2 will reflect and the report will contain a section considering the broad
funding and financing opportunities for low carbon initiatives.
On 23 October 2012 the Scottish Government published a document summarising the
budget lines across the current spending review period that directly support the delivery of
measures to reduce greenhouse gas emissions. Proposed investment in the Draft Budget
2013-14 is £411.3 million. This summary document was sent to all Committee Conveners
and has been placed in the Scottish Parliament Information Centre. It is also available
online at the following address:
http://www.scotland .qov. uk/T opics/Envi ronment/climatechanqe/climatechanqefundinqdocum
ent
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AN NEX B
SKILL SHORTAGES, SCOTLAND 2011
%of
establishments
with a Skill
Shortage Vacancy
(SSV)

% of vacancies that
are SSVs
Number of SSVs

3

Rounded to nearest
100
7,900

17

Agriculture

5

400

**

Mining and Quarrying

**

**

**

Manufacturing

7

900

30

Electricity, Gas and Water

2

100

**

Construction

1

400

**

Wholesale and Retail

2

600

Hotels and Restaurants

4

1,300

Transport and Communications
Financial Services

5
*

1,200
*

11
23
25

Business Services

3

900

15

Public Administration

2

300

**

Education

1

100

Health and Social Work

2

Community, Social and Personal Services activities

6

400
1,000

3
12
23

%
Total

%

Sector

**

Source: UK Commission for Employment and Skills Employer Skills Survey 2011 : Scotland Results

Note: ,**, denotes base size <50 which is too small to report. Figures in italics denote base under 1000 and should be treated with caution.
'*' denotes a figure larger than zero but that rounding to the nearest 100 would round to zero.

ANN EX C
SCOTTISH ENTERPRISE ASSESSMENT OF APPROACHES
PRODUCTIVITY [COMMITTEE RECOMMENDATION 13]

TO

IMPROVE

Productivity, generally measured as output (or gross value add) per employee of a
company, is a key measure of the company's competitiveness and is an important
determinant of international competitiveness and sustainable economic growth.
Scottish Enterprise (SE) has carried out extensive research to understand the
drivers of productivity, and our support to companies and sectors places a key focus
on productivity growth. Approaches to improve productivity among Scottish
companies are summarised below.
Supporting growth companies - Scottish Enterprise works most intensively
through our account management process, with companies that have the largest
growth potential. High growth companies are more likely to have higher productivity
levels, and recent analysis suggests that the productivity of Scottish Enterprise
account managed companies grew faster between 2005 and 2010 than non-Account
Managed companies (+11.5% vs +5.5%).
There are around 2,000 companies in Scottish Enterprise's account management
portfolio, employing around 330,000 people in Scotland with an estimated total
turnover of £75 billion. By 2015, Scottish Enterprise will increase the number of
growth companies in our account management portfolio by up to 20% and increase
the number of account-managed companies achieving 'High Growth' status 1 to 200.
Internationalisation of Scottish companies - there is a range of research
evidence that shows companies that export have higher productivity than nonexporters2, and this is confirmed by the recent evaluation of Scottish Development
International3, which highlighted that Scottish companies that started to export had
higher productivity levels than non-exporters, and that companies that enter
international markets increase productivity further (by almost 20%) as a result of
'Iearning-by-exporting'. The evaluation also showed that companies assisted by
SE/SDI to export had productivity levels almost 20% higher than non-assisted
exporters.
The Scottish Government has set a target to deliver a 50% increase in exports by
2017. Scottish Enterprise will help more Scottish companies to exploit the
opportunities in international markets by providing direct support to help them on
their export journey, from identifying new markets (international strategy
development, sales and marketing skills and in-market intelligence) to providing
access to international networks and on the ground support from our experienced
staff based overseas.

1 Defined as three consecutive

years of +20% turnover growth

2 https://WWW.Dov.uk/Dovernrn enUu ploads/svstern/uploads/attach
rati on al e-for -su pport. pdf
3 http://www.evaluationsonline.orD.uk/evaluations/Search.do

rnent datalfil e/321 06/11-805-international-trade-i

nvestrn ent-

?ui =basic&action =show&id=388
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During 2012-15, our investment in promoting Scotland's international trade will help
to:
•
Increase the number of Scottish companies exporting, with a goal of having
up to 10,000 more businesses with the skills to go international by 2015
through partnership initiatives such as Smart Exporter .
•
Increase the international sales of supported companies by up to £1.7 billion
by 2015. This will include intensive work with 200-300 companies with
significant additional international export potential.
In recognition of the opportunities and challenges for different sectors, we will work
closely with industry bodies to help them develop an industry approach to increasing
international exports, at both an individual company level and through industry-wide
initiatives.
Inward investment - as with internationalisation, evidence shows that productivity
among foreign-owned
companies is higher than among domestically ownedcompanies. In Scotland, turnover and GVA per employee (measures of productivity)
are higher among foreign-owned companies4 than Scottish-owned ones. The SOl
evaluation also showed that foreign-owned companies had higher levels of
productivity, and that SOl assisted foreign-owned companies had higher productivity
than non-assisted foreign ones. Inward investors can also have positive productivity
'spill over' benefits on Scottish-owned companies through, for example, supply chain
links.
Over the 2012-15 period, Scottish Enterprise will deliver up to 35,000 planned jobs
through the attraction of foreign investment, of which up to 12,000 will be planned
high value jobs.
Innovation - research by NESTA estimates that between 2000 and 2009, 27 per
cent of UK labour productivity growth was directly attributable to private investment
in innovation5. The SOl policy evaluation noted that companies in Scotland that
invested in R&O had productivity levels around 40% higher than those that had not
invested. The Evaluation of Scottish Enterprise's R&O Grant6 reported that 30% of
companies had introduced new products/services as a result of the R&O activity,
which had in turn resulted in cost reductions (Le. productivity gains).
As well as R&O grant support, other support to increase innovation activity include
the provision of growth finance to companies through the Scottish Investment Bank,
assistance to support the commercialisation of new technologies, and wider
partnership working with organisations like the Technology Strategy Board. In
addition, sector specific initiatives such as the Food & Health Innovation Service are
encouraging companies to invest in innovation.
In 2012-13 Scottish Enterprise will help more companies to innovate, and to innovate
more through:

Scottish Corporate Statistics and Scottish Annual Business Statistics (Scottish Government)
UK innovation index: Productivity and Growth in the UK industries
6 http://www.evaluationsonline.orq.uk/evaluations/Search.do
?u i= basic&action=show&id=348

4

5

13

•

assisting 350 to 400 companies to complete innovation projects which will
result in turnover of £60 million- £100 million over the next 3 years

•

securing up to £75 million additional business investment in R&D activity.

Investment in up-to-date capital equipment and premises can help companies
achieve significant productivity improvements. Regional Selective Assistance (RSA)
is a key capital investment support tool to assist companies to invest. In a recent
evaluation, 80% of grant. recipients reported increased productivity and increased
efficiency of machinery as benefits of supported investment?
In 2011/12 87 offers of RSA were accepted, totaling over £35 million and relating to
projects with planned capital expenditure of over £214 million. In 2012-13, Scottish
Enterprise aims to deliver £150 million to £250 million of additional capital investment
in planned projects supported by RSA grants.
Business efficiency - Scottish Enterprise will help every company and sector we
work with, through our team of sustainability specialists, to consider the low carbon
opportunities which can give them a competitive edge through productivity
improvements. We will help Scottish companies capitalise on first mover advantage
by investing in low carbon technologies, products and services that will allow them to
increase
turnover,
employment
and
competitiveness.
We will enable companies to deliver productivity improvements and grow more
sustainably: through services like lean management, Environmental Management
Initiative (EMI), Scottish Manufacturing Advisory Service (SMAS) and Leadership
Development, companies can be more efficient about managing resources such as
energy, waste, water and materials.
A recent evaluation of SMAS and business efficiency support showed that 75% of
companies supported achieved productivity growth benefits (with a further 10%
expecting this in the future) and 70% reported cost reductions (with a further 20%
expecting this in the future)8.
In 2012-13, Scottish Enterprise will help 400 - 500 companies achieve significant
productivity and efficiency improvements, which over the next three years will be
worth at least £60 million to £75 million.

7 http://www.scotiand.Qov .uk/Resource/Doc/216893/0058124.
pdf
8 Strategic Evaluation of SE Efficiency Support (including the Scottish Manufacturing
2013

Advisory Service), to be published January
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