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06 February 2020 
 
Dear Mr Lindhurst 
 
Response to Economy, Energy and Fair Work Committee – Pre-Budget Scrutiny 
Report 
 
Thank you for your submission regarding your Committee’s pre-budget scrutiny of the 
Scottish Budget 2020-21. The input of the Parliament’s committees is a valued part of the 
budget scrutiny process, and I thank you for your time and care in preparing your 
submission. 
 
This year’s Scottish Budget is taking place in exceptional circumstances caused by the UK 
Government. The significant delay to the UK Budget and the associated uncertainty have 
had a serious effect on the Scottish Budget, and its introduction has been delayed as a 
result.  
 
As a consequence, the Scottish Parliament’s time for consideration of the Scottish Budget 
will be reduced if a new Budget Act is to be in force for 1 April 2020, which the Government 
considers essential.  
 
Scottish Ministers are appreciative of the Scottish Parliament’s understanding and flexibility 
in these circumstances. In keeping with this, I am providing this response to the committee’s 
pre-budget scrutiny report today, on the day that the Scottish Budget is published, to inform 
the committee’s consideration of the Budget. 
 
 

 
 
 
 
 IVAN MCKEE 
 



 

SCOTTISH GOVERNMENT RESPONSE TO ECONOMY, ENERGY AND 
FAIR WORK COMMITTEE REPORT ON PRE-BUDGET SCRUTINY 2020-21 
 
DATA ON JOB OUTCOMES  
 
Committee Recommendations 
1. The Committee recommends that information on jobs delivered from completed 
RSA and other job-related grant funded projects is published on an annual basis as 
part of enterprise agencies’ annual reports. It is important to be able to scrutinise the 
outcomes of spend in this way. 
 
2. The Committee recommends that the analytical unit works with the enterprise 
agencies to determine whether the obstacles to tracking longer term jobs data can be 
overcome to allow this data to be produced. This would aid scrutiny of enterprise 
agency spend and assessment of the long-term effectiveness of different 
interventions. 
 
Scottish Government Response 
3. The Scottish Government agrees that it is important to be able to scrutinise the 
outcome of jobs related grant expenditure by the enterprise agencies. From 2019/20 Scottish 
Enterprise will provide data on jobs supported through RSA across Scotland in its annual 
report. 
 
4. As some firms receive a range of support from the enterprise agencies, it is 
challenging to attribute a change in a firm’s performance to a specific grant. The Committee 
also received evidence outlining the challenges of capturing the longer term impacts of grant 
support, including the difficulty of attributing a firm’s future performance to the specific 
support received amid many other factors which affect a firm’s performance. Nonetheless, 
the enterprise agencies will work with the Enterprise and Skills Strategic Board Analytical 
Unit to develop approaches to tracking and reporting on, the long term sustainability of jobs 
supported by grants, and the overall performance of grant-supported companies. 
 
RSA - REGIONAL SPEND  
 
Committee Recommendation 
5. This data was provided to the Committee after the oral evidence session with 
Scottish Enterprise, despite it being requested in advance. The Committee is 
disappointed that the information was not provided on time. The Committee believes 
that regional data should be produced routinely to allow for scrutiny of the regional 
spread and recommends that it is produced as part of future annual reports of SE. 
 
Scottish Government Response 
6. The Scottish Government places the highest importance on ensuring Parliament and 
its Committees are able to perform their scrutiny function effectively. Similarly, Scottish 
Enterprise are committed to providing information to Parliament and its Committees in good 
time to enable effective consideration of the information provided.  

 
7. Scottish Enterprise will make data on RSA expenditure by local authority area publicly 
available. 
 
ADDRESSING LABOUR INEQUALITIES AND DEMAND STIMULATION 
  
Committee Recommendations 



 

8. The Committee notes the striking regional disparities in the award of RSA over 
the last five years. We acknowledge that RSA is part of a wider package of support for 
businesses across the regions and is demand led. However, the Committee welcomes 
evidence from SE that they are considering how to use incentivisation across the 
regions and recommends that this work is carried out as a matter of urgency to 
maximise demand stimulation. The Committee asks to be kept updated on progress 
with this work. 
 
9. The Committee invites the analytical unit to consider whether SE should set 
regional targets to track progress in supporting businesses in regions across 
Scotland. These targets could take regional factors such as unemployment levels and 
regional spread of different sectors into account. 
 
10. In its consideration of the regional spread of RSA, the Committee noted that 
consideration is being given to incentivisation for uptake of interventions across the 
regions. The Committee notes the enterprise agencies’ plans to increase their demand 
stimulation activity, particularly with SNIB offering new opportunities to businesses in 
the next year. The Committee believes that this is vital work and recommends that 
sufficient resources are allocated to this activity in the forthcoming budget. 
 
Scottish Government Response 
11. The Scottish Government is committed to delivering sustainable and inclusive 
economic growth across all of Scotland’s regions and is working with the enterprise agencies 
and the Scottish National Investment Bank to achieve this, including work to stimulate 
demand to create a strong pipeline of projects that align with the Bank’s missions and which 
can be supported by its financial products.  
 
12. Activity to stimulate demand for RSA right across Scotland is ongoing and is expected 
to see continued full utilisation of the RSA operational budget. Highlands and Islands 
Enterprise, with Scottish Enterprise support, runs regular information sessions with account 
managers on RSA funding. This ensures that the individuals interacting directly with 
businesses are well informed of the RSA fund and can ensure early discussions with 
businesses that meet the eligibility criteria. Additionally, Highlands and Islands Enterprise 
has recently enhanced its access to finance team to ensure that they have a wide knowledge 
of other funding sources available to clients, both commercial and through other parts of the 
public sector, so that these can be investigated at an early stage of investment appraisal. 
 
13. Scottish Enterprise will also work with the new South of Scotland Enterprise Agency 
to ensure opportunities for the use of RSA are maximised.  
 
14. The enterprise agencies will work with and through Regional Economic Partnerships 
to ensure that their products, services and support can be flexed to meet the distinct needs 
and opportunities of each region. Assessing a region’s business performance and 
considering whether the full range of business support services are being effectively utilised 
will be an important part of this.   That said, and whilst it is important to raise awareness of 
the range of available support, it is critical that any support to an individual business reflects 
the distinct needs and ambition of that business and not the need to achieve targets for 
particular products or services.   
 
SCOTTISH GROWTH SCHEME AND FINANCIAL PRODUCTS 
 
Committee Recommendations 



 

15. The Committee notes that limited progress has been made in allocating the 
£500 million funding for the Scottish Growth Scheme. Only £39.8 million (and £109.7 
million from the private sector) has been invested through the public sector since the 
fund was announced in 2016. This calls into question whether the Scottish Growth 
Scheme has the right range of products to meet business demand. 
 
16. The Committee notes that the Scottish Government plans to review all of its 
financial products.  The Committee recommends that the Scottish Government 
reviews the range of products within the Scottish Growth Scheme and sets out 
changes required for increasing its uptake. The Committee asks to be kept updated 
on progress with this work. The Committee also asks the Scottish Government to 
clarify how it will meet the original £500 million Scottish Growth Fund target over the 
next two years. 
 
Scottish Government Response 
17. As previously outlined to the Committee, the Scottish Growth Scheme seeks to use 
public sector and European resources to lever private sector investment to unlock up to £500 
million of investment for small to medium-sized enterprises (SMEs) to help them develop and 
grow.  The Growth Scheme supports SMEs through loan or equity investment. It does not 
provide grants to SMEs. 
 
18. Growth Scheme products are developed following an analysis of market gaps in 
access to finance and are designed to offer a range of financial support at different levels 
and to give SMEs choice and variety. The Scheme has adapted over time and offers a range 
of products - microfinance (up to £25,000); debt finance (£25,000 to £100,000 and £250,000 
to £2m); and equity finance (up to £2m and £2-10m). To 31 December 2019, £175.4 million 
had been invested under the Scottish Growth Scheme, supporting 323 businesses across a 
range of different sectors. 
  
19. The Scottish Government has no plans to undertake a single review of all financial 
products. However, the Government and its enterprise agencies adapt and review financial 
products on an ongoing basis to reflect changing economic circumstances, such as those 
brought about by Brexit, and the evolving needs of businesses.  The establishment of the 
Scottish National Investment Bank will also support activity to develop and align the finance 
available to businesses, and to complement the wider advice and support for companies to 
become investment ready and maximise the impact of investment they receive. 
 
20. Demand from SMEs has a strong influence on the product range and performance 
monitoring of the different products available under the Scottish Growth Scheme and of 
market gaps in access to finance is regularly undertaken by officials.  The investment is 
available and is being actively promoted by the enterprise agencies and the appointed Fund 
Managers. Businesses are being encouraged to come forward and take advantage of the 
funding but the current uncertainty in the economy has impacted on demand for funding in 
terms of the willingness and desire of SMEs to invest, with recent research indicating that 
firms have being putting off investment decisions due to the uncertainty generated by Brexit.  
 
21. The continuing Brexit uncertainty in the economy over and beyond the transition 
period has negatively impacted the demand for investment.  We are continuing to promote 
the Growth Scheme locally and nationally through the enterprise agencies and Business 
Gateway; and the individual Fund Managers, working alongside accountants and business 
advisers, are reaching out to businesses in their specific areas. The Committee can be 
reassured that the Scottish Growth Scheme continues to be available to support the 
ambitions of Scottish SMEs. Companies seeking to access the funding should, if account 



 

managed, speak to their account manager in the relevant enterprise agency; or contact 
Business Gateway; or contact the relevant Fund Manager direct. 
 
 
ROLE OF LOCAL AUTHORITIES IN STIMULATING DEMAND 
 
Committee Recommendation 
22. The Committee invites the Scottish Government to consider the evidence from 
COSLA on the role of local authorities in stimulating demand for enterprise agency 
products, not least through Business Gateway. The Committee welcomes the update 
from the Cabinet Secretary and will await a further response from the Scottish 
Government on how to address the role of Business Gateway as part of the wider 
economic development system. 
 
Scottish Government Response 
23. The Scottish Government and our enterprise agencies are working closely with 
COSLA to ensure the business support system, including Business Gateway, is aligned and 
works for businesses. The Committee will be updated as this work progresses.  
 
RISK  
 
24. The Committee accepts that enterprise agencies must take risks in supporting 
businesses. The conditions attached to RSA mean that it will not be awarded to a 
failing company, although the company may face challenges whilst in receipt of the 
funding. In relation to Kaiam, the Committee queried whether warning signs of failure 
could have been detected earlier. The Committee highlights the need to be vigilant 
and take action at the earliest opportunity to protect staff. 
 
Scottish Government Response 
25. Scottish Enterprise acknowledges the need for early and appropriate action when 
companies are facing into challenges.  Scottish Enterprise has established a Business 
Response Unit to engage with companies, administrators, bankers and professional advisers 
at an early stage when companies face financial challenges which risk downsizing or 
potential closure and where this will result in significant and negative economic impact. 
 
APPLICATION PROCESS  
 
Committee Recommendation  
26. The Committee notes the evidence that the RSA application process may deter 
SMEs from applying, or require them to invest in consultancy services to complete 
the process. We welcome evidence from SE that work is underway to simplify the 
process and ask SE to provide a timescale for completing this work. 
 
Scottish Government Response 
27. The Scottish Enterprise website has recently been updated with a shortened version 
of the RSA application form and revised financial workbook. 
 
28. Scottish Enterprise will review this further as part of their ongoing continuous 
improvement of processes, products and services.  
 
CAIRNGORM FUNICULAR RAILWAY AND HIE BUDGET ISSUES  
 
Committee Recommendation  



 

29. The Committee notes that HIE is managing a number of additional risks this 
year, not least the Cairngorm project. The Committee also notes the additional 
expenditure associated with managing these risks. The Committee seeks confirmation 
from the Scottish Government that the costs associated with ongoing management of 
the Cairngorm project will not impact on HIE’s other economic development activities 
and support for other businesses in the region. 
 
Scottish Government Response 
30. As outlined in the 7 October 2019 letter from the Cabinet Secretary for the Rural 
Economy to the Committee, Highlands and Islands Enterprise continue to provide economic 
development support to the Highlands and Islands region. As outlined in their annual report, 
HIE successfully delivered all of their key measures for 2018-19, with six out of eight 
measures exceeding the target range and successfully supported 1,051 FTE jobs to be 
created or safeguarded in addition to 166.75 FTE jobs in fragile areas.  
 
ENTERPRISE AGENCY TARGETS  
 
Committee Recommendation  
31. The Committee welcomes the role of the Strategic Board in aligning the targets 
of the enterprise agencies. As set out below, this is a work in progress. 
 
Scottish Government Response 
32. The Strategic Board has overseen significantly improved alignment of agencies’ 
strategic business plans, published in the summer, and continues to strengthen the 
collaboration between agencies that has facilitated, for example, the joint Brexit Response 
Steering Group and the development of the shared portal for business support – 
https://findbusinesssupport.gov.scot/ 
 
33. The Board has also developed a comprehensive and detailed Performance 
Framework in line with National Performance Framework (NPF), which will inform the targets 
the agencies set within their business plans.  
 
34. The agencies are now working to a common timeline for business plan development 
and are collaborating to ensure greater consistency around areas such as economic context, 
the Strategic Plan and the NPF, as well as a consistency of approach to areas of joint work, 
common milestones for actions from the Strategic Plan and the use of common measures. 
 
LINKAGES TO NPF  
 
Committee Recommendations 
35. The Committee welcomes the move by the enterprise agencies towards 
tracking targets of relevance to the NPF. However, it remains challenging for the 
Committee to assess enterprise agency spend against Scottish Government 
outcomes. The Committee also notes the lack of progress in relation to NPF fair work 
and business indicators. 
 
36. The Committee invites the Strategic Board and enterprise agencies to set out 
how their work on targets will progress to enable meaningful scrutiny of outcomes 
related to spend. 
 
Scottish Government Response 
37. The enterprise and skills agencies are working with the Strategic Board Analytical Unit 
to continue to improve the consistency of measurement and further develop a shared 



 

understanding of common outcomes relating to the activities undertaken and expenditure 
and ensuring these are fully aligned with the National Performance Framework.  There are 
long term objectives which require further development of potential new measurements and 
targets.  The agencies continue to take a holistic approach to business support but 
appreciate this makes it difficult to isolate outcomes for particular activities and spend when 
they combine to create impact. For example, supporting innovation, product development, 
marketing and trade missions all collectively contribute to increasing export and employment 
growth in a company. 
 
INCLUSIVE GROWTH 
 
Committee Recommendations 
38. Inclusive growth is a key plank of the Scottish Government’s economic policy. 
The Committee has previously recommended that a commonly understood definition 
of inclusive growth is needed so that progress can be properly measured. We 
welcome the planned work across the enterprise agencies in this area. However, it 
appears from evidence that there is still no commonly adopted definition being 
applied across their activities. 
 
39. The Committee recommends that the Strategic Board monitors progress in 
aligning inclusive growth across the enterprise agencies. The Committee will take 
evidence from the Board in early 2020 and asks for an update to be provided at that 
meeting. 
 
Scottish Government Response 
40. In 2019, for the first time, and at the Strategic Board’s urging, the enterprise and skills 
agencies undertook to align their operational plans in terms of process, timing but also, 
importantly, content.  Each of the agency operational plans now share a vision, one which 
supports the Strategic Board’s Plan, Government Economic Strategy and Economic Action 
Plan to deliver inclusive growth.  In addition, the agency operational plans now use common 
planning assumptions shaped by the Scottish Government’s economic analysis as well as 
making clear how agency activity supports the outcomes of the National Performance 
Framework. 
 
41. The Strategic Board’s Analytical Unit has developed, in close collaboration with the 
enterprise and skills agencies, a Performance Framework which will inform how Scotland 
compares with international peers on productivity, equality, wellbeing and sustainability.  The 
Framework is consistent with the National Performance Framework and a detailed 
assessment of performance was presented to the Strategic Board in the Annual Analysis 
report in January 2020.  
 
JOBS AND CONDITIONALITY  
 
Committee Recommendation 
42. The Committee welcomes the introduction of conditionality to the awarding of 
RSA and other large Scottish Enterprise job-related grants. Consideration should be 
given to working towards all support for business being contingent on fair work 
practices such as paying the real living wage. As outlined by SE, experience is that 
these conditions have not led to a drop in applications for RSA funding. 
 
Scottish Government Response 
43. The Scottish Government’s early adoption of Fair Work First in grants was prominent 
in the Ministerial strategic guidance to the enterprise and skills agencies for 2019-20. From 



 

April 2019, Scottish Enterprise has attached fair work criteria to RSA and large business 
support grants. This new criteria has not resulted in a reduction in applications with 
successful applicants content to meet these. Highlands and Islands Enterprise will take a 
similar approach from 2020-21 and the Scottish Government is working with South of 
Scotland Enterprise to embed our commitment to fair work. 
 
LACK OF GENDER DATA  
 
Committee Recommendation 
44. The Committee agrees with WES that the enterprise agencies should gather and 
publish data on gender disaggregation on the ownership of companies receiving the 
RSA grant and other enterprise agency funding. We recommend that the enterprise 
agencies publish this data in their future annual reports. 
 
Scottish Government Response 
45. The enterprise agencies will, subject to General Data Protection Regulation (GDPR) 
requirements, seek to gather and publish gender disaggregated data on the leadership of 
companies in receipt of RSA and other large jobs grants. 
 
SCOTTISH BUSINESS PLEDGE  
 
Committee Recommendations 
46. The Committee notes that SE has introduced conditionality to RSA and other 
large job-related grant but this does not include a requirement to sign up to the 
Scottish Business Pledge. 
 
47. It is clear that the Scottish Business Pledge is not gaining traction, despite 
anecdotal evidence that some companies meet the requirements but do not sign up. 
The Committee invites the Scottish Government to consider what steps can be taken 
to increase uptake. 
 
48. The Committee notes that HIE has introduced the business values ladder which 
seems to mirror the Scottish Business Pledge. Given the low uptake of the Scottish 
Business Pledge, the Committee questions why a similar product has been launched 
by HIE. This has the potential to add to the range of terms and products aimed at 
inclusive growth. As SE has not adopted the business values ladder, it creates a lack 
of alignment in this area. The Committee seeks a response from the enterprise 
agencies on how alignment will be achieved in this area. 
 
Scottish Government Response 
49. While the Scottish Business Pledge grew steadily since launching in 2015, a review 
was completed in 2018 to enhance both scale and impact. In response to business 
feedback, a revised Business Pledge was launched on 10 October 2019.  The range of 
changes to the Business Pledge include: a new structure; refocused elements with three 
core elements and a menu approach to enable business to tailor their commitment to their 
business; a business to business learning network; and a business leadership group.  The 
leadership group puts business firmly in the driving seat to lead on promotion, build capacity 
through the learning network and drive increased uptake and impact.  
 
50. The Scottish Business Pledge (SBP) is a voluntary commitment by business and our 
Enterprise agencies proactively offer a range of free support to help businesses work 
towards SBP criteria, although the final decision sits with the individual company. Currently 



 

more than 700 businesses have made a voluntary commitment to the Business Pledge, with 
most being SMEs.   
 
51. For clarity, Highlands and Islands Enterprise use the business values ladder as an 
internal monitoring tool to help improve research and evaluation on links between fair work 
practices, business growth and productivity.  The data enables HIE account managers to 
respond effectively with the right support by helping identify workplace practices to improve 
business performance and provide strategic insight. The business value ladder is not a 
product provided to businesses. 
 
52. Scottish Enterprise and Highlands and Islands Enterprise, and in due course South of 
Scotland Enterprise, will continue to actively promote the Scottish Business Pledge and 
monitor the number of account managed companies adopting Business Pledge practices. 
This insight, aligned to Scottish Government approaches, is helpful in tracking adoption of 
Fair Work practices more generally. 
 
ENTERPRISE AGENCIES AND PRODUCTIVITY  
 
Committee Recommendations 
53. The Committee recognises that there are many factors which impact on 
productivity and that enterprise agency interventions are one piece of the jigsaw.  
However, given Scotland’s productivity challenges, it is important to be able to assess 
what works in seeking to improve Scotland’s productivity. 
 
54. The Committee recommends that the enterprise agencies report on productivity 
baseline and productivity post-intervention across the support products that they 
offer to businesses. 
 
55. The Committee acknowledges the complexities involved in evaluating 
economic development activities. However, the Committee and stakeholders of the 
enterprise agencies should be able to clearly see and, critically, understand the 
impact of their spend. We invite the enterprise agencies to consider how this can be 
addressed. 
 
Scottish Government Response 
56. The Scottish Government agrees that it is important to be able to assess what works 
in improving Scotland’s productivity and to understand the impact of spend by our enterprise 
agencies.  
 
57. It is possible to monitor the productivity performance of some supported companies 
using commercially available data on turnover per employee at a particular point in time. 
However, this is just one measure of productivity and, as noted above and recognised by the 
Committee, business productivity is impacted by a wide range of internal and external factors 
and it is extremely challenging to separate out the impact of particular interventions from 
those wider factors.  For example, while a specific intervention, such as investment in new 
processes or equipment, might help increase productivity, other factors, such as increased 
costs will reduce it. There is also often a time lag between an intervention and its impact on 
productivity. Furthermore, as noted above, many businesses will be receiving a range of 
support and products from our enterprise agencies which, taken together, impact on their 
productivity. Consideration also needs to be given to the administrative costs, not least to 
businesses themselves, of gathering accurate and meaningful productivity data pre and post 
intervention.  
 



 

58. Given this, the Scottish Government does not share the Committee’s view that the 
enterprise agencies should report on productivity baseline and productivity post-intervention 
across the individual support products that they offer. However, the agencies will continue to 
review their products and services and to evaluate programmes and interventions to ensure 
they meet the needs of businesses, provide value for money and have maximum impact, 
and will also work with the Analytical Unit to assess potential approaches to measuring the 
productivity benefits of the overall support package they receive. The agencies will update 
the Committee on this work at key points and will also provide case studies of businesses to 
help illustrate the impact that particular products and services have. Further consideration 
will also be given to what else may be done to enhance transparency and understanding of 
the impact of agency spend. 
 
BREXIT  
 
Committee Recommendation 
59. The Committee notes the support being provided by the enterprise agencies to 
businesses to prepare for Brexit. At the time of writing this report, the outcome of 
Brexit was still to be determined. Once the outcome is clarified, the Committee asks 
the Scottish Government and the UK Government to provide additional information on 
how they intend to support businesses in Scotland through the budgetary process. 
The Committee will keep a watching brief on its impact on businesses in Scotland and 
on what further support will be needed in the future. 
 
Scottish Government Response 
60. Against the wishes of the Scottish people, the UK has now left the European Union. 
This poses a significant risk to businesses, sectors and the wider economy and, as outlined 
above, continued Brexit uncertainty is holding back investment. The Scottish Government is 
committed to doing everything it can and to providing appropriate support to businesses to 
mitigate that risk during and beyond the EU transition period.  The nature and impact of 
Brexit on individual businesses and the wider economy will partly depend on the specifics of 
the future trade relationship between the UK and the EU and between the UK and third 
countries. It is vital that Scottish interests and the distinct needs and opportunities of the 
Scottish economy are fully considered in trade negotiations and we are continuing to press 
the UK Government for involvement in those negotiations. Through our Prepare for Brexit 
campaign we will continue to work with our enterprise agencies and industry to ensure 
information, advice and support for businesses keeps pace with changing needs and 
circumstances, including the possibility of No Deal with the EU at end 2020. We will update 
the Committee on these issues.  
 


