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ECONOMY, JOBS AND FAIR WORK COMMITTEE 

BUSINESS SUPPORT INQUIRY  

SUBMISSION FROM STUC  
 
The case for public agencies supporting business growth 
 
The STUC firmly believes that the rationale for strong public sector economic 
development/business growth/enterprise and skills agencies remains extremely 
compelling. Public agencies continue to help overcome a range of deeply embedded 
market failures e.g. funding gap for growth and innovation enhancing investments, 
under investment in skills training, lack of knowledge of international markets and 
capacity to access them, poor cooperation within and between industry sectors etc. 
Many companies, particularly indigenous, growing companies require assistance 
with product and process innovation, internationalisation, and workplace 
development and innovation. For example, Scottish Enterprise and Highlands and 
Islands Enterprise are currently providing significant support to manufacturing 
through their sectoral teams (i.e. Scottish Textiles) and, importantly, the Scottish 
Manufacturing Advisory Service (SMAS) which is providing tailored assistance to 
improve the productivity of Scottish manufacturing companies.  
 
Other international examples highlight how businesses which are often showcased 
as „risk takers‟ in fact rely on public sector investment or support at the outset. As 
Mariana Mazzucato has written:  
 

“Apple received $500,000 from the Small Business Investment Corporation 
(SBIC), a financing arm of the US government. In addition, many of the 
technologies that have made Apple‟s products „smart‟ (the iPhone, iPad, etc.) 
were initially funded by different public-sector institutions. The Internet, along 
with the voice-activated personal assistant Siri, was funded by DARPA; the 
global positioning system (GPS) was funded by the US Navy; and the 
touchscreen display was funded by the Central Intelligence Agency (CIA). 
Likewise, Compaq and Intel received early-stage funding from the public 
Small Business Innovation Research (SBIR) programme, which has been 
particularly active in providing early stage finance to risk-taking companies. In 
all these examples, the state has not just sought to fix market failures but has 
created new technological and industrial landscapes by acting as investor of 
first resort, not simply as lender of last resort.”1 

 
The STUC believes that the evidence is clear: all successful economies (national 
and regional) have robust economic development agencies which can manage and 
coordinate business support and investment in a manner which drives the economic 
and industrial strategy of the country. Given this strategic function, it is crucial that 
business support is delivered by the public sector. 
 

                                                      
1
 Mazzucato, M and Macfarlane, (2018) L „Patient strategic finance: Opportunities for investment-led 

growth in the UK‟ 
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The need for appropriately targeted business support  
 
In 2016-17, 1.5% of all government expenditure in was spent on economic 
development and enterprise,2 although all public sector spending - for example on 
education, housing, health, and transport - supports economic development in some 
way.3  
 
The STUC believes the focus of any support or investment must be aligned to long 
term objectives around inclusive growth and fair work. This means support must be 
effective and targeted rather than centre on general tax breaks and subsidies. Long-
term objectives, by their very nature, go beyond the needs of individual businesses 
and may, on occasion, conflict with short term business need. 
 
It is worth recognising that the UK, and consequently Scotland, provides a generally 
favourable climate for those starting a business. The World Bank currently rates the 
UK (Scotland is not rated separately) 7th out of 190 countries in its Ease of Doing 
Business Rankings4; and 14th out of 190 countries for „starting a business‟.5 What is 
being considered here, therefore, is the additional and targeted support that 
Government provides in the context of a relatively positive environment for 
businesses. It is essential that this resource is well used and that this support is 
clearly focused on investment that will ultimately positively support communities and 
provide fair work opportunities to Scotland‟s workers.  
 
The need to address weaknesses in the private sector 
 
The STUC believes there has long been insufficient scrutiny of problems within the 
private sector. These include the failure of the financial sector to perform its core 
function of allocating capital efficiently; the lack of ownership and control at Scottish 
which reduces the capacity of private sector actors to engage in strategic discussion 
about Scotland‟s economic future; endemic short-termism heightened by weak 
corporate governance and poor management; weak productivity growth; and little 
workplace innovation. Weak regulation of product and labour markets also facilitates 
„low road‟ competitive strategies with many firms settling within a low skill, low pay, 
low productivity equilibrium. 
  
In order to promote inclusive growth and fair work, the STUC suggest that business 
support should aim to address following areas.  
 

1. Productivity through Workplace Innovation 
 
The Scottish Government‟s Labour Market Strategy states:  

 

                                                      
2
 Scottish Government (2017) „Government Expenditure & Revenue Scotland 2016-17‟ 

https://www.gov.scot/Publications/2017/08/7201/5  
3
 Audit Scotland (2016) „Supporting Scotland‟s economic growth: The role of the Scottish Government 

and its  economic development agencies‟ 
4
 http://www.doingbusiness.org/rankings 

5
 Demark ranks 27
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, Norway 33
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 and Germany 88
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“Our research, and the work of the Fair Work Convention, tells us that secure, 
well-paid jobs which give fulfilment and offer opportunities for progression in 
organisations where employees have effective voice are the key to increasing 
workplace innovation. We believe that this can help to deliver a measurable 
shift in productivity and boost business success.”6  

 
The STUC fully agrees with this sentiment and would like to see consideration given 
to how business support can promote fair work and employee voice. Positively, a 
new measure of „skills underutilisation‟ has been added to the National Performance 
Framework. Consideration should be given to the role business support could have, 
in tandem with enterprise and skills agencies, in addressing issues of skills 
underutilisation and workplace innovation. 

 
2. Foundational Economy 

 
A significant proportion of Scotland‟s workforce, particularly women, work in low-paid 
sectors such as retail, hospitality and care. These sectors are part of the „everyday‟ 
or „foundational‟ economy which, by its nature, is territorially located and largely 
sheltered from competition.7 It often depends on a social franchise from Government 
such as an outsourced contract to run a cleaning, catering or care service or 
planning permission to build a supermarket. 
 
Despite being crucially important to Scotland‟s economy, most workers in the 
everyday economy are low-paid with poor terms and conditions.  
While in many instances the simplest solution will be to bring these services back 
into the public sector (as Glasgow City Council plan to do with Cordia) in other cases 
the public sector can use levers such as procurement, planning, and licensing to 
drive up standards without the risk of offshoring. The Preston procurement model 
also shows a worked example of how concentrating resources locally, can support 
inclusive economic growth.8 
 
While many of these businesses, particularly in areas which have been outsourced 
from the public sector such as care and cleaning, will not be classed as high growth 
businesses or innovative businesses due to their low margins, consideration should 
be given as to how business support can raise standards in these sectors. Again the 
principles of fair work provide a useful framework to begin to address these 
challenges.  
 

3. Ownership and Control 
 

                                                      
6
 Scottish Government (2016) „Scotland‟s Labour Market Strategy‟ 

http://www.gov.scot/Resource/0050/00504798.pdf  
7
 See Williams, K et al: https://foundationaleconomy.com/  

8
 Based on a model applied in Cleveland, Preston City Council has brought together „anchor 

institutions‟ including the council, the police, hospitals, schools, housing associations, colleges, and 
the university, to support locally owned businesses, co-operatives and worker-owned firms. It has led 
to the proportion of procurement funds spent in the city increasing from 5 per cent to 18 per cent in 
five years and the share of spending in Lancashire doubling from 39% to 79%. For more information 
see McInroy, N and Jackson, M, CLES (2017) „Wealth for all: an activist local government‟ 
https://cles.org.uk/blog/wealth-for-all-an-activist-local-government 

http://www.gov.scot/Resource/0050/00504798.pdf
https://foundationaleconomy.com/
https://cles.org.uk/blog/wealth-for-all-an-activist-local-government
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The issue of ownership and control of businesses should be addressed when 
considering public investment and support. The recent Economy, Jobs and Fair 
Work Committee report, „Scotland‟s Economic Performance‟, calls for more SMEs to 
transform into bigger enterprises.9 While STUC is supportive of this aspiration, there 
needs to be a strategic debate about how this happens and how local ownership is 
maintained.   
 
Few dispute that indigenous ownership provides benefits in terms of control and high 
quality HQ and research jobs. This debate must also consider the the un-level 
playing field that exists whereby tax breaks are often available to large multi-national 
companies purchasing UK concerns. In this vein, the STUC supports the 
recommendation in „Scotland‟s Economic Performance‟ for targeted employee 
ownership policies and incentives in order to encourage a greater number of locally 
owned businesses which by their nature have a greater stake on how their business 
impacts or supports local communities and workers. The STUC would therefore 
encourage consideration to be given to how business support can be promoted for 
employee-owned firms.  

                                                      
9
 Economy, Jobs and Fair Work Committee (2018) „Scotland‟s Economic Performance‟ 

https://digitalpublications.parliament.scot/Committees/Report/EJFW/2018/6/21/Scotland-s-Economic-
Performance-1  

https://digitalpublications.parliament.scot/Committees/Report/EJFW/2018/6/21/Scotland-s-Economic-Performance-1
https://digitalpublications.parliament.scot/Committees/Report/EJFW/2018/6/21/Scotland-s-Economic-Performance-1

