
 

 

Deputy First Minister and Cabinet Secretary for Finance, Constitution and Economy 
John Swinney MSP 

T: 0300 244 4000 
E: dfm@gov.scot 

Mr Murdo Fraser MSP 
Convenor – Economy, Energy and Tourism Committee 
The Scottish Parliament 
Edinburgh 
EH99 1SP 

29 February 2016 

Dear Murdo 

Scottish Parliament EET Committee – Report on the Draft Budget 2016-17 

The Scottish Government very much welcomes the Enterprise, Energy and Tourism 
Committee‘s report on the Scottish Government‘s draft budget for 2016/17. 

Following its publication, I am writing in response to the substantive issues the report 
raises.  Responses to these can be found in the attached annex. 

JOHN SWINNEY 
 
 
 
 
 
  



 

 

ANNEX A 
 

The Scottish Government welcomes the Committee‟s report.  Responses to 
each of the Committee‟s recommendations are presented below. 

HIGHLANDS AND ISLANDS ENTERPRISE AND SCOTTISH ENTERPRISE 

54. Inclusive growth is a priority for the Scottish Government, as set out in its 
updated economic strategy, published last March. The work of the enterprise 
agencies is central to delivering its aspirations in this area. We recognise that 
HIE‟s existing social remit – for example account managing fragile 
communities„ – is consistent with the inclusive growth agenda. Scottish 
Enterprise„s Business Plan 2015-18 includes a commitment to inclusive 
growth, and we heard the Cabinet Secretary„s view that ― “inclusive” and ― 
“growth” are, in this context, inseparable. We would, however, like to see 
evidence of this commitment in the budget plans of the enterprise agencies 
published later this year. 

The Scottish Government recognises that the Committee would like to see a 
commitment to inclusive growth in the budget plans of the Enterprise Agencies   

SE recognises the powerful role actions to create Inclusive Growth play to deliver 
and distribute economic growth to benefit individuals, businesses and communities 
across Scotland.  In response to Scotland‘s Economic Strategy in 2015, SE aligned 
its 2015-18 Business Plan to the four drivers set out in the strategy (Innovation, 
Inclusive Growth, Investment and Internationalisation) to drive Scotland‘s 
competitiveness and tackle inequality.  SE sought to provide greater clarity and 
transparency about what it does in each of these drivers though, given how 
interconnected these areas are and often around non-financial support, it does not 
fully capture how SEs actions across the four drivers impact on inclusive 
growth.  The key activities SE delivers that primarily contribute to inclusive growth 
include: promoting progressive people practices in companies; supporting business 
to make the most of all the talent in the Scottish workforce; working with each of the 
key sectors through the Industry Leadership Groups to consider actions on 
productivity, skills and fair work and making the most of Scotland‘s local, regional 
and national assets and how to connect these to key economic opportunities, 
especially in thriving and disadvantaged areas. 

SE sees its partnerships with industry, local authorities, Skill Development Scotland 
and others as critical to this agenda, especially in supporting sectors and 
geographies to build upon their distinctive local and regional economic assets and 
skills base.  This is a core and increasingly important approach to how SE delivers 
the outcomes set out in their business plan. 

HIE‘s approach to regional development is fully aligned to the national priorities 
described in Scotland‘s Economic Strategy: Investment, Innovation, 
Internationalisation and Inclusive Growth.   HIE helps build successful businesses, 
social enterprises and resilient communities; support the growth of industry sectors, 
and invests in strategic interventions which create the conditions for a competitive 
region.  HIE‘s current priorities, planned activities and budget information can be 
found in the HIE Operating Plan 2015-18, Building our Future.  In the plan there is a 



 

 

commitment to increase efforts in relation to innovation and internationalisation, 
while at the same time addressing inequalities and promoting inclusive growth.  
HIE‗s approach to inclusive growth is to ensure that it is fully embedded within our 
four strategic priorities, which ensures that it is addressed as a cross-cutting theme 
throughout all of our activities. 

Scotland‘s Economic Strategy highlights the mutual importance of developing a 
competitive economy and addressing inequalities.  This twin focus fits well with the 
unique remit of HIE as an economic and community development agency.  HIE is 
working to promote inclusive growth in a number of ways including:  

 Addressing some of the challenges of the most remote and fragile parts of our 
region through our Strengthening communities remit.  

 Delivering our Community Account Management programme to provide 
bespoke support to communities and invest in projects which enable growth 
and tackle fragility. 

 Promoting the Scottish Business Pledge to organisations. 

 Empowering communities through community asset ownership. 

 Supporting social enterprises to provide valuable employment and delivery of 
local services. 

 Supporting young people through providing graduate placement opportunities. 

 With partners, addressing the challenges of living in remote areas as 
identified through our Minimum Income Standard research. 

 Through collaboration with the Government, SDS and other agencies, HIE is 
helping to harness labour market intelligence that better informs both 
employability and sectoral investments for the future. 

 Continuing the rollout of superfast and community broadband solutions 

 Strengthening academic and vocational cultural development opportunities for 
young people. 

 Support the development of the University of the Highlands and Islands in 
providing local access to higher education. 

 Mainstream equality considerations in HIE programmes. 

The Committee in its report has recognised the distinctive role that HIE plays in 
ensuring fragile communities are able to realise their growth potential.  As 
highlighted above, HIE account manages businesses from every part of the region, 
and also account manages social enterprises – both those that support development 
in small, remote communities and those that provide employment opportunities for 
people further from the labour market. 



 

 

AUDIT SCOTLAND‟S EXPECTED REPORT ON SUPPORTING SCOTLAND‟S 
ECONOMIC GROWTH 

57. Turning to thoughts of our legacy report, we suggest Audit Scotland„s 
current study and future publication – “Supporting Scotland's economic 
growth: The role of the economic development agencies”  (scheduled for 
publication this summer) – could underpin any future consideration of the 
enterprise landscape that our successor committee may wish to pursue in the 
next parliamentary session, including the question of whether there is a case 
for Scottish Enterprise to have a social remit similar to HIE„s. 

The Scottish Government awaits the outcome of Audit Scotland‘s current review.  It 
is however worthwhile to note that, as Scotland‘s main economic development 
agency, SE focuses on opportunities for growth across all communities, sectors and 
businesses in lowland Scotland.  Its commitment to inclusive growth means they 
support social enterprises, co-operatives and collaboration through Co-operative 
Development Scotland; support job opportunities in areas of disadvantage through 
Regional Selective Assistance grants; encourage businesses to focus on youth and 
engage with communities through the Scottish Business Pledge; and work with 
under-represented groups on entrepreneurial activity. SE works extensively in rural 
communities, particularly in the South of Scotland, where it has supported a rural 
regional economic plan.  Additionally, their work with all Community Planning 
Partnerships and the developing Scottish Cities agenda continues to increase 
understanding and yield opportunities. 

BUSINESS PLEDGE 

55. The Committee repeats the call we made in paragraph 201 of our recently 
published “Taking the high road - work, wages and wellbeing in the Scottish 
labour market” report: recommending that businesses seeking support from 
Scottish Enterprise and HIE should be encouraged to commit, voluntarily, to 
become signatories of the Scottish Business Pledge. 

56. We reference also paragraph 202 of that report, in which we recommend 
Scottish Government sets a formal target for the number of Scottish 
Enterprise and HIE account managed companies becoming Business Pledge 
signatories by the end of 2016-17. And we welcome the Cabinet Secretary„s 
willingness to keep us informed of progress on the numbers of businesses 
signing up to the Pledge. 

The recommendations from the Committee in the ―Taking the high road – work, 
wages and wellbeing in the Scottish labour market‖ report will be addressed in a 
separate reply.   

On the specific request to keep the Committee informed of progress on the numbers 
of businesses signing up to the Pledge, the Committee invited the Scottish 
Government to consider the merits of an annual report to Parliament.  On reflection, 
we believe that approach would provide the Parliament with less current information 
than at present.  The  Pledge website (www.scottishbusinesspledge.scot.) already 
features the logos of all Pledge companies, updated almost on a daily basis, and in 
November the Scottish Government also confirmed that it would provide a quarterly 

http://www.scottishbusinesspledge.scot/


 

 

statistical update, featuring uptake and and additional location and employment 
content from the Inter-Departmental Business Register.  Officials will build on that by 
enhancing the website to provide a clearer ―running‖ total, available and updated in 
real-time as new Pledges are confirmed, and by placing the quarterly statistical 
report in SPICE. 

TOURISM 

84. Being “digitally anchored” in its approach is of utmost importance to the 
sector„s growth and we encourage continuation of the various work streams 
underway to promote that agenda, in respect of hardware, capacity, capability, 
ability to convert online customer interest into transactional outcomes, and 
more digital communication. 

85. The Committee welcomes the desire of the industry to challenge the 
preconceived idea that some, young people in particular, may have about the 
career opportunities available; also its acknowledgment of the need “to 
redress the balance of the workforce within businesses”.   This is especially 
pertinent in light of our recent inquiry into fair work and publication of our 
“Taking the high road - work, wages and wellbeing in the Scottish labour 
market” report. 

The tourism industry continues to play a key, and growing, role in the Scottish 
economy.  Domestic (GB) visits to Scotland increased by 8% respectively in the year 
to September 2015 compared with the previous 12 months, with a 7% increase in 
total tourism visits to Scotland (overseas and domestic combined).  The Scottish 
Government will continue to support this growth and to pursue the economic and 
social benefits that it brings through a range of strategic interventions including the 
delivery and implementation of  the  Tourism Scotland 2020 strategy review and the 
Skills Development Scotland Tourism Skills Investment Plan refresh. 

A key part of this is VisitScotland‘s commitment to digitising the visitor economy and 
to supporting the 14,000 Scottish businesses that currently benefit from free listings 
on its website.  The introduction of a new website, coinciding with the Spirit of 
Scotland campaign launch on 10th February,  will further support digital progress.  
New features include a fully mobile optimised site and a customised application 
interface to allow any web booking engine to display provider availability through the 
website.  Currently VisitScotland engages with 11 different booking engines and last 
year facilitated 14,000 bookings, with a value of £3 million.  In addition, its Explore 
Scotland app allows mobile access to content using Geo Location technology.  The 
website currently delivers 20 million visitor sessions annually, showing growth in the 
past year of 18%, in addition to a growing programme of social media engagement 
which has seen significant year on year growth in followers on Facebook, Twitter and 
Instagram. 

VisitScotland is also developing its strategic partnerships with world leading 
technology brands at home and abroad, including Google, Tripadvisor, New York 
Times, The Guardian and Skyscanner.  It has adopted a cocreation approach to 
encourage visitors themselves to create and share content through social media 
channels and is working with a range of public sector partners to enhance its 



 

 

information provision, including the National Trust for Scotland, Historic Scotland, 
Calmac and Scottish Natural Heritage. 

As part of the Digital Tourism Scotland (DTS) project, VisitScotland, along with  
partner public agencies, will deliver a £1.2m programme to develop the digital skills 
and capabilities of tourism businesses.  This will improve both productivity and the 
quality of the visitor experience.  VisitScotland‘s digital review initiative also provides 
an assessment and improvement tool for the websites of its quality-assured 
businesses.  Over the past 30 months, VisitScotland has delivered almost 400 digital 
reviews.   

VisitScotland undertakes a range of activity to promote fair work practices both as an 
employer and across the industry.  It is a formally accredited  Scottish Living Wage  
employer, providing the minimum rate to all staff including  those  undertaking work 
placements under the Career Academy mentoring programme.  It is recognised as 
an exemplar for its work around youth employment through formal Investors in 
Young People Gold Award accreditation, along with the provision of six annual 
Modern Apprentice opportunities (with guaranteed employment), six annual graduate 
opportunities and six two-year mentorships on the Career Academy mentorship 
programme.  Other positive aspects of VisitScotland‘s employment practices include 
providing all seasonal Visitor Information Centre staff with a minimum number of 
guaranteed hours per week and its gender pay gap survey shows around a 5% 
tolerance for all but two pay grades.  Recent Board member appointments mean that 
the organisation now has a gender-balanced board.  Additional training in equality 
and diversity, as well as plans for a full review of employment policies (with equality 
impact assessments) will support a fairer workplace.   A developing role as an 
exemplar in accessible tourism, coupled with efforts to promote the fair work agenda 
amongst small tourism businesses will continue this work. 

FUEL POVERTY 

125. With all of that in mind, we seek further detail and clarity from the Scottish 
Government as to how it arrives at spending decisions in alignment with its 
broader strategic priorities, particularly in the case of fuel poverty, but also for 
budgetary allocations pertaining to the fair work agenda. 

The Scottish Government is committed to its statutory target of eradicating fuel 
poverty, as far as is reasonably practicable, by November 2016.   Our record 
investment in fuel poverty and energy efficiency programmes has helped the most 
vulnerable in our society heat their homes and helped prevent the rise in fuel 
poverty.   In the budgets that we have under our control, we have maintained the 
expenditure available for fuel poverty and energy efficiency in what has been a tough 
financial climate.  In the budget for 16/17, we are making available more than £103m 
to tackle fuel poverty and energy efficiency next year, which is a significant 
commitment in light of ongoing spending pressures and UK Government cuts and 
considerably more than previous governments in Scotland. The final budget for 
2015/16 was £119m which included £15m in consequential funding from the UK 
Government which was used for the Home Energy Efficiency Programmes Scotland: 
Cashback scheme.  The UK Government chose to end its equivalent scheme so 
these consequentials will no longer be available to us in 2016/17 and we received no 
prior warning that they would do so.  



 

 

 

Our record investment is reflected in the big improvements in the energy efficiency of 
Scotland‘s housing.  The share of homes rated EPC band C and above has 
increased by 71% since 2010, and 11% in the last year. We now have 
proportionately 53% more homes with a good EPC rating (C or above) than England. 
In 2016/17 our budget will be used to help install energy efficiency measures, 
including solid wall insulation, in 14,000 homes and will build on the 900,000 energy 
efficiency measures delivered since 2008. 

Modelling a full cost analysis of achieving the statutory target would be very 
complex. The major driver of fuel poverty is fuel prices and all of the increase in fuel 
poverty since 2002 can be explained by above inflation increases in fuel bills which 
the Scottish Government has no control over. Other factors such as trends in income 
and household composition are also beyond the control of the Scottish Government. 
Households can move in and out of fuel poverty as fuel prices and incomes fluctuate, 
and as households move between houses with different energy efficiency ratings. It 
is therefore unlikely that any research would be able to provide certainty on the 
investment required to eradicate fuel poverty. 

In the light of these uncertainties, the Scottish Government‘s approach is to make 
best of its powers and budgets to tackle fuel poverty to the extent that this is under 
our control. In particular, our energy efficiency programmes and policies have 
contributed to the long-term trend for more energy efficient houses. We will also 
consider how any additional powers under the Scotland Bill can best be used to 
contribute to mitigating fuel poverty. We have set up a short term Strategic Working 
Group to work alongside the Scottish Fuel Poverty Forum and the Rural Fuel Poverty 
Task Force to build on our efforts to date and drive forward the fuel poverty agenda 
and feed into future policy development.  

BUSINESS RATES RELIEF – COMMUNITY RENEWABLE ENERGY PROJECTS 

In response to Patrick Harvie‘s request to provide more detail on the provisions for 
community energy projects to receive business rates relief under the renewable 
energy rates relief (13 January 2016), the Scottish Government can confirm the 
regulations will be drafted to provide non-domestic rates relief to renewable energy 
developments, as set out in the table below to incentivise and encourage the 
development of the community renewables energy sector.   

The Regulations set out the percentage of relief available to non-domestic properties 
banded by rateable value, which are solely concerned with the production of 
renewable energy and where a community organisation has entitlement to a sum 
equivalent to— 

(a)       at least 15% of the annual profit of the project; or 

(b)       so much of the annual profit of the project as is attributable to 1 megawatt of 
the total installed capacity of the project (or more). 

 



 

 

RV up to £145,000   100% relief 

RV £145,001 to £430,000   50% relief 

RV £430,001 to £860,000   25% relief 

RV £860,001 to £4 million   10% relief 

RV more than £4 million   2.5% relief 

Also included is a provision for new build renewable property.  The relief is provided 
for new build renewable properties built between 1 April 2016 and 31 March 
2017.  These properties may receive 10% relief if rateable value is no more than 
£500,000 and 1.5 % if above that figure. 

In designing these reliefs the Scottish Government has considered the independent 
evidence that suggests community energy schemes have higher initial costs and 
take longer to develop than an equivalent commercial scheme.  By providing relief, 
to support wholly-owned community schemes and shared ownership schemes in 
which ownership is shared between commercial developers and community groups 
this will help to support our policy ambitions for the community energy sector and our 
policy priority on shared ownership as set out in our Community Energy Policy 
Statement.  Thus, Community renewables developments are offered a higher 
percentage of relief than new renewables to incentivise schemes benefitting 
communities. 

A renewable generation property may qualify for either community or new build relief. 
Both cannot apply together. 


