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FROM THE MINISTER OF STATE R H{) a3 W

SCOTTISH OFFICE

WHITEHALL, LONDON SWI1A

Barry Potter Esq

Private Secretary

Prime Minister's Office

10 Downing Street

LONDON

SW1A 2AA /6{ November 1990

Depny &Mﬂ

Thank you for your letter of 5 November.

The Scotsman article on Scottish Enterprise, presumably inspired by
publicity from the SDA to mark the launch of the new Scottish Enterprise
logo, is not accurate or well-informed. It contrasts with the more general
press coverage of the issue in recent months, which has predicted the
demise of the SDA's role under the new arrangements.

You mention the Prime Minister's particular interest in structure and
senior appointments.

The organisational structure is not the product of successful manoeuvring
by the SDA to preserve its shape. The structure was drawn up by
independent consultants, Coopers and Lybrand, under a joint commission
from the Scottish Office, the Training Agency and the SDA. Coopers and
Lybrand were left in no doubt that the new structure needed to be
consistent with the devolution of the majority of executive decisions to the
local enterprise companies. In accepting the proposals Mr Lang has left
Sir David Nickson and Scottish Enterprise in no doubt that that is what
is to happen.

Turning to appointments, it is inevitable that many senior staff come
across into senior positions. Scottish Enterprise is subject to a statutory
provision requiring offers of employment to be made to all employees of
the two predecessor bodies, which is standard in relation to mergers of
public bodies. The Training Agency is represented among senior
appointments in the person of its present Director for Scotland, Lex
Gold, as MD Finance and Operations, an appointment which was of course
made entirely on merit.

Of greater significance is the success in achieving a first rate
appointment from the private sector for the Chief Executive post.
Crawford Beveridge has had a highly successful career in the USA
electronics industry and is taking a significant reduction in his salary to
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refurn to Scotland for this challenging post. It has also been possible to
secure the early departure of a number of the most senior SDA staff.
This has created room for manceuvre to bring in new blood from the
private sector. For example, the Director of Finance and Planning of the
new body has been recruited from United Wire.

Neither the board-designate of Scottish Enterprise, nor the boards of the
new local enterprise companies, whose business plans are now being
appraised, are in any doubt of the change from the attitudes of the SDA
that is needed. Jim Gallagher's letter of 7 September set out the process
of decentralisation that has already been achieved and is to be further
developed. A further report on progress here will follow, as arranged,
next Autumn.

I hope these comments are helpful.

\)
YO A
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KENNETH THOMSON
Private Secretary
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The Rt Hon Douglas Hurd CBE MP

Secretary of State

Foreign and Commonwealth Office

Downing Street

LONDON

SWI1A 2AL —F November 1990

D i9e ).

1993 CONFERENCE OF éOMMONWEALTH MINISTERS OF EDUCATION

Thank you for your letter of 31 October in which you welcome the
prospect of a Commonwealth Education Conference being held in Scotland
in 1993 but convey that the Foreign and Commonwealth Office would not
be able to contribute towards its cost. As you note, John MacGregor has
similarly not been able to offer any financial support for this purpose.

In these circumstances I have had to conclude reluctantly that it is not
possible for me to sustain an invitation to the Commonwealth Ministers to
come to Scotland in 1993. I have let John MacGregor know of this
decision.

I will certainly consider carefully your suggestion that we might be able
to invite the Conference to Scotland for 1996.

I am copying this letter to the Prime Minister, John Major,
John MacGregor, David Hunt, Peter Brooke and Linda Chalker.

£t

MALCOLM RIFKIND
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary

5 November 1990

Dearny, [@thxﬁ~
SCOTTISH ENTERPRISE

A recent article, copy attached, on the proposed structure
of Scottish Enterprise was drawn to the Prime Minister's
attention.

The Prime Minister has noted that the basic message from
the article would appear to be that Scottish Enterprise
represents a takeover, of the Training Agency in Scotland, by
the Scottish Development Agency. In particular, she has noted
that the management structure and some of the personnel in the
new organisation appear to bear a strong resemblance to the
senior structure of the old SDA.

\A The Prime Minister would be grateful for your Minister's
\iviews on the line taken in 'The Scotsman' article.

Kenneth Thomson Esq
Scottish Office
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SECRETARY OF STATE FOR SCOTLAND \,/,/K~f\( 'S

1993 Conference of Commonwealth Ministers of Education

Ao

1. Thank you for your letter of October in which you

suggested that Scotland might host the Commonwealth
Education Ministers’ meeting in 1993. I welcome this
initiative. However, I do not think that there is any
precedent for the FCO to share the cost of a Commonwealth
Ministerial meeting with the lead Whitehall department,
and pressure on resources is now such that we could not,
offer to do so.

2. I understand that the announcement would normally
have been made during the Commonwealth Education
Ministers’ meeting which has already opened in Barbados.
Clearly this will not now be possible given that

John McGregor’s letter of 26 October records that he,
too, is unable to offer financial support.

3. On the pti it p

therefore, to hold the 1993 Conference in Scotland, you
may want to consider the possibility of hosting the 1996
event.




4. I am copying this minute to the Prime Minister, the
Chancellor of the Exchequer, Secretaries of State for
Education and Science, Wales and Northern Ireland and

Minister for Overseas Development.

‘IO

(DOUGLAS HURD)

Foreign and Commonwealth Office

31 October 1990




PRTME MINTSTER 30 October 1990

SCOTTISH ENTERPRISE

You have expressed concern in the past about the way in which the

Scottish Enterprise initiative was developing. Attached is an

interesting article from today's Scotsman which bears out those

concerns.

The basic message from the article is that Scottish Enterprise

represents a takeover of the Training Agency in Scotland by the

SDA. Both the management structure and the personnel of the new

organisation look remarkably like the old SDA.

#

ANDREW DUNLOP
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Factors warping the Scc?titisl

Enterprise flight plan

As the new enterprise
agency finally lifts off,
Keith Aitken warns,
that it may not be on
the course that was
plotted originally

HOSE who get excited by
' .logos can add a new one 10

their colléction tomorrow,
when the talisman of the starship
Scottish Enterprise is unveiled in
Glasgow. Gone forever will be the
familiar sealed saltire of the Scot-
tish Devclopment Agency and in
its place will come, well, some-
thing else.

More substantial fare is also
promised, however. Tomorrow's
gathering will hear an account of
the “pnnciples and strategics”
that will govern the new structure
and, in particular, its core body
houscd at the SDA's old fastness
in Bothwell Street, Glasgow.

Mceting the ghost in the
machine will no doubt enhance
understanding of how the
machine will operate. But it is un-
likely to quell unease about the
design of the machine. The con-
sensus claimed for Scottish
Enterprise has rarely extended
much beyond its vagucst outline.
and debate is intensifying as the
sh%pc pulls into focus. ;

nough is already known to
clear that a bigger, more robust
core has survived than might have
been anticipated from the original
blueprint. Whether this is a good
thing or a* bad one depends
entirely on where you stand.

Many with professional expen-
ence of the SDA, including its
rivals, have seen Scottish Enter-
prisc in terms of an admired
agency facing a dcstructive,
doctrinal attempt to crush its in-
terventionist origins bencath the
weight of a self-appointed coterie
of businessmen. That side of the

/

argument gencrally holds that the
closer the new body rescmbles the
old, the bettcr.

Others, including some within
the SDA, saw the creation of local
enterprise companies (LECs) as an
inspired parallel to a process
which has proved dynamic
enough for many businesses:
breaking down a ecntralised
operation into largcly autonomous
components bound by the loosest
possible ties of stratcgy and
accountability.

In the carly days, it was the
former group Wwhich exhibited
most angst. Latterly, though, it is
the enthusiasts, particularly in
some of the LECs, who are waxing
aggrieved. Smarting still at the
Treasury's insistence on confining
LEC discretion to projects worth
less than £250,000, they now fear
that political ncrve has been lost
in the structural reform.

At first glance, these fears
appear to have scant substance.
After all, the LECs are expectcd to
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have 75-80 per cent of the 1,40 thesc arc already out in the field. despitc mﬁ Tr:x%mdz CAlschy s big
staf¥: 1o spend 80 per cent of the  The split of existing SDA staff Sefcpaﬁ"l Mt\he :cv% asagement
£420 million central budget: to between core and _LECs is ex- entainly, the BC ke the SDA
have within their delcgated auth-  pected to be about 50-50; not too structure 100 lsl ‘fﬁ e Training
ority up to 80 per cent of econ-  different from the current ratio and not ,a\(ll ab tl 1 i e
omic devclopment projécts Or between Bothwell Strect and the  Agency. i ‘:1 rosnso far named
when training is added nto the SDA regional offices. dmsm?aml{;éoSDA SR
equation. up to 65 per cent of the That suggests two things: first, %_om_cl YOA ¥ Secitish ;i
total spending. that the impact of the rcforms on raining Agench

f the two
¢ examinati Bothwell Street staffing may be tor, Lex Gold, has one 0 :
But closer cxamination reveals e goriginally managing directorships. But his

another side to these figures. The significantly less t ! el . :
bulk of staff, roughly 500 out of  expected; and, sccond, that it will bailiwick i (::1eskl9“€1 ‘)hfc%"cr:\';gg
the 1.400, come from the Training be the rump of the SDA which  inclusion @ ma\rﬂ 2 ‘gtratio'n' the
Agency, not the SDA, #1nd most of calls the shots in the new core, confined to admim :

divisions at the cutling edge of
activity — training included —
report to John Condliffe, currently
SDA finance dirgctor.
cneath thc dircctors lies a

complex structure of dcpartmental
heads and managers. There are &
lot of chiefs; one scnior LEC
source cstimates that his project
managers will have to g0 through
up to ten levels of authonty to
gain sanction for some projects.
Morcover, several LEC  chief
cxecutives were previously fairly
senior SDA figures, and may take
it ill to defer to line managers who
were previously their juniors.

Then therc s the money. LE
discretion over 65 per cent of
;pc)t:d fsounds generous, but the
ulk of that is training rovision,
where most of mt"bﬁp??-— %0
per cent on some cstimates — will
be spoken for b v nt
commitments to Volume schemes,
like Youth Training and Employ-
ment Training.

T SEEMS unlikely that the 80

per cent of development pro-

jects falling within discretion-
ary LEC spending will exceed 20
per cent of all development spend-
ing by very much; £20 million, or
thereabouts. It is not a lot of
money and the level of private
sector leverage available to under-
pin projects 18 expected to. fall
sharply next year.

Now, there are plenty on the
Scottish industrial scene who will
tell you with rclief that the SDA
has survived the maclstrom; that
its vital, strategic, catalytic role in
the Scottish economy will con-
tinue largely unchanged.

But it is that same perception
which fuels the fears building in
some of the LECs as they prepare
to negotiate with Bothwell Street
over their business plans. Those
negotiations were never going to
be easy. The question of what the
emperor’s  new logo really
amounts to may well further enl-
iven them.
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New look? The top men may have changed, but the structure of Scottish Enterprise bears a striking resemblaace 1o that of its predecessor and many former SDA personael will hold key posts
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FROM THE MINISTER OF STATE, SCOTTISH OFFICE

ST. ANDREW’'S HOUSE
EDINBURGH EH1 3DG

Barry H Potter Esq

Private Secretary

10 Downing Street

LONDON ;

SW1A 2AA Z& October 1990
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SCOTTISH ENTERPRISE

fop

I am writing to follow up Donald Henderson's letter of 30 March|to Paul
Gray with a 6 month progress report on disposal by the Scottish
Development Agency of parts of its property portfolio and its investment
holdings. I note that your letter of 12 September to Jim Gallacher
expressed the Prime Minister's particular interest in progress in relation
to investments.

The disposal exercise covering most of the Agency's property holding has
been completed. It has been an outstanding success, realising
£137.5 million in receipts from the sale of the 4 portfolios, which is
greatly in excess of expectations, as well as stimulating a very healthy
stream of individual property disposals. In addition to the financial
benefits, it has assisted Mr Lang in underpinning the substantial
transition which he is effecting in the property role of the Agency, and
of Scottish Enterprise as its successor.

Mr Lang also instructed a review of the Agency's investment activity more
than a year ago. However, the detailed arrangements for disposal of part
of their holdings have taken second place to the disposal of the property
portfolio because the value of the assets is very much smaller. This has
had the added benefit of allowing useful lessons to be drawn from the
property disposal exercise.

One key lesson was that in a number of cases individual sales represent
the best option. In advance of the preparation for sale of some
investments in a package the Agency increased disposals of individual
investments to £14.5 million in 1989-80, more than four times the average
of £3.3 million for the previous 3 years.

Another important lesson was the value of independent advice on disposal
strategy. Quayle Munro were appointed as financial advisers by the
SDA, at Mr Lang's prompting, in the course of the summer. They have
been preparing a report on the selection and packaging of investments for

JNI00225.100




disposal and on the timing of disposal, in the light of market conditions.
Their work is well advanced and they are expected to report on some
aspects of their brief in early November.

It appears likely that as with the property disposal exercise the advice
will be that the best return will be obtained by a combination of
continued individual sales and the construction of a balanced package of
other investments, to meet the problem that some of the Agency's
investments would not be attractive if sold separately.

Mr Lang intends to ensure that the Agency continues to press ahead
vigorously with individual sales, although it would be realistic to expect a
lower level of return than last year since many of the most attractive
investments have already been sold. The construction of the package for
disposal is likely to take a little longer, partly because the selection of
investments for the package is inter-related with the exploration of
further individual sales. In many cases the companies in which the
investment is held have pre-emption rights, which they must be offered
the option of exercising before investments can be considered for
inclusion in the package. Despite these considerations Mr Lang has made
it clear that he wishes the package disposal to take place before the
transition from the SDA to Scottish Enterprise next April.

In discussion with Sir David Nickson, as Chairman of both the SDA and
Scottish Enterprise, Mr Lang has stressed that this radical review of
investment holdings is intended to reinforce changes in the way in which
the investment role is now to be exercised. A more focused investment
policy will bring about a more selective approach to the choice of
individual investments and a more rapid turnover of investments once
acquired. It emphasises the Agency's role as an investor of last resort,
in circumstances where there is a clear market failure. It also stresses
the importance of a clear exit route from the investments. The major
disposal now in hand will be followed by a continuing active disposal
policy.

Taken together, the disposal of property and shareholdings and the
review of property and investment activity represent an important shift
which will assist in launching Scottish Enterprise as a body to foster the
role of the private sector rather than to displace it. Mr Lang has asked
me to report further to you on the disposal of investments at an
appropriate point, probably in about 3 months.

74 =T STt ¢¢f7
o i f e

// KENNETH THOMSON
Private Secretary
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The Rt Hon JOHN MacGREGOR oBE MP

The Rt Hon Douglas Hurd MP

Secretary of State for Foreign &
Commonwealth Affairs

Downing Street

LONDON e
SW1A 2AL Qb\& 26 0ctober 1990
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1993 CONFERENCE OF COMMONWEALTH MINISTERS OF EDUCATION

I have seen a copy of Malcolm Rifkind's letter to you of 25
October.

The proposal that Scotland should host the next Commonwealth
Education Ministers' Conference in 1993 has been entirely a
Scottish initiative. I should have been prepared to support it
in principle on the basis of our understanding that the Scottish
Education Department would be responsible for the administration
of the conference and for securing the bulk of the funding. But
my Department has no resources earmarked for international
meetings on this scale and could not accept a major financial or
administrative responsibility for the conference.

Tim Eggar leaves for Barbados tomorrow. On the basis of our
previous understanding of the nature of the Scottish proposal it
had been envisaged that he would issue the invitation to Scotland
at the end of the conference on 2 November. But on the basis of
Malcolm's letter that will not be possible and the UK delegation
will have to inform the Commonwealth Secretariat accordingly on
arrival in Barbados, to give them the opportunity to sound other
possible candidates.

I am copying this letter to the Prime Minister, John Major,
Malcolm Rifkind, Lynda Chalker, David Hunt and Peter Brooke.

fron

)

JOHN MacGREGOR
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1993 CONFERENCE OF COMMONWEALTH MINISTERS OF EDUCATION

15 October 1990

In informal discussions with the Commonwealth Secretariat and in
approaches made to me here, it has been suggested that the Conference
of Commonwealth Education Ministers to be }}eld in 1993 should take place
in Scotland. ()

You will recall my leiter of 28 April 1983 to the Prime Minister in which I
drew attention to the advantages of Scotland as a place to hold major
high-level inter-governmental conferences, and in which I adduced a
number of reasons for this being so. Education is an area in which we
have been taking significant initiatives and in which we should be able to
make an important contribution to a Commonwealth debate. For these
reasons I am attracted to the possibility of the UK making a bid to host
this Conference and for it to be located in Scotland.

I understand that if we want to put forward a bid, it should be made in
the course of the next conference, which is to be in Barbados on
29 October-2 November. Tim Edgar will be leading the delegation in
Barbados, and it might be appropriate if he were to make any
announcement.

I would be grateful to have your views on this proposition. I am
conscious of course that a conference of this kind would involve
substantial costs for the host Government, allowing for any contribution
which might properly be expected from the Commonwealth Secretariat. I
assume that funding of the Government's commitment would have to be
found on a United Kingdom basis and that the FCO might be expected to
provide part of the amount needed. DES holds the resources for
meeting expenditure on international services and conferences, and I
assume that it will fall mainly to John MacGregor to make financial
provision for this event. I accept that my Department would need to help
with the administrative load of organising the conference.

I am copying this letter to the Prime Minister, John Major,
John MacGregor, Lynda Chalker, David Hunt and Peter Brooke.

MALCOLM RIFKIND

KBR00616.100
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[ October 1990

SCOTTISH ENTERPRISE

Thank you for your letter of 12 September. You mentioned the Prime
Minister's wish to have a progress report on the sale of SDA investments.
The SDA is preparing a package of its mature investments to sell on the
open market before the end of 1990. The exact number of investments
has not yet been determined, but should be in excess of 25% of its
portfolio. It will have a mixture of investments, in terms of size and
type of company so that it offers a relatively balanced package.

A major objective of the sale is to secure a significant and lasting
reduction in the number of investments held by the Agency, through the
disposal of investments held for 5 years or more. The period of 5 years
is generally regarded as that within which an investment is likely to
mature, and the increase in value, and therefore the return on the
investment, increases appreciably towards the end of that period.
Henceforth the Agency, and in due course Scottish Enterprise, will be
expected to manage its investments so that none are held beyond 5 years
other than in the most exceptional circumstances, with a continuing
programme of disposals to complement other sales through flotations and
trade sales.

-~

o

J D GALLAGHER
Private Secretary

SMC00528.090







10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary

12 September 1990

Deerns T
{
SCOTTISH ENTERPRISE

Thank you for your letter of 7 September about the extent of
decentralisation to local enterprise companies (LECs) vis-a-vis
headquarters responsibilities within Scottish Enterprise. I
submitted your letter to the Prime Minister yesterday evening.

The Prime Minister is grateful to your Secretary of State
for clarifying the position. She has also noted that your
Secretary of State is clear that the target of 80 per cent by
value of SDA work to be carried out by the LECs will be reached.
Accordingly, the Prime Minister would be grateful for annual
progress reports on meeting that target.

Finally, the Prime Minister also understands that Scottish
| Enterprise expects to be in a position soon to sell the SDA
| investment portfolio. She would be grateful for an indication of
progress on the sale.

I am sending copies of this letter to the Private
Secretaries of members of E(A)and to Sir Robin Butler.

ovg

-y

Barry H. Potter

J. D. Gallagher, Esq.,
Scottish Office.




PRTME MINISTER

SCOTTISH ENTERPRISE

On your behalf Caroline wrote to the Scottish Office on 9 August.
The letter expressed your concern that the extent of
decentralisation to local enterprise companies (LECs) vis-a-vis
headquarters responsibilites within Scottish Enterprise had not

been as great as you had hoped.

The Scottish Office reply is attached at Flag A. Also attached
is a useful note from the Policy Unit at Flag B.

The Scottish Office letter clarifies the position. Around 70 per
cent of Scottish Enterprise by value has been devolved to the

local enterprise companies this year. The Scottish Secretary

does propose to move towards 80 per cent, in later years - the

target figure agreed with you.

Underlying this difference about numbers is the suspicion that
the old Scottish Development Agency (SDA) may be seeking to
retain central interventionist functions within Scottish

S SR

Enterprise. (At 'X' on the letter there is a clear reference to

a continuing strategic function for the SDA.) These functions at

present encompass the investment pofffdliaz inward investment
functions; and propertj—gﬁa*ggszféﬁﬁéﬁEgijissues. Policy is to
encourage Scottish Enterprise to divest itself of certain
functions such as the investment portfolio as soon as

practicable.

That said, you need to judge whether to press Mr Rifkind further
at this stage. Policy Unit proposes that you ask for annual

progress reports on streamlining the central organisation and

delegation to local enterprise companies. You might also ask how
soon Scottish Enterprise expect to be in a position to sell the
SDA's investment portfolio. This seems a sensible proposal.

Content for me to minute out as Policy Unit propose?

Ty

Barry H Potter

11 September 1990 vf'
c: Scottish (MJ) / 7' v




10 September 1990

SCOTTISH ENTERPRISE

We spoke earlier. I have reflected further on the Scottish Office
letter.

The clarification of the position for achieving the target for the
degree of financial delegation is helpful. It corrects the misleading
impression, created by the earlier letter, that the 80 per cent target

had been more than met.

The position on the size of the Scottish Enterprise central
organisation remains unsatisfactory. Little justification is offered
as to why such large executive departments are required. This
reflects a basic difference of view: the Scottish Office wants the
Scottish Enterprise to have a much larger strategic role than was
envisaged originally by the Prime Minister. There is much greater

scope for streamlining. The Treasury share this view.

Where do we go from here?

You are probably right that it would be counterproductive to press
these issues head-on. But a means of ensuring that the Scottish
Office meets its commitments on staffing and the degree of

decentralisation is required:

The Prime Minister should ask for annvual progress reports on (a)
{b) financial delegation to

2. The existing functions of Scottish Enterprise must not be allowed
to become "written in stone". The rationale for each function needs

to be justified on a case by case basis. Two obvious examples are:

(a) Property: the SDA has disposed of its existing property
portfolios. But the Scottish Office would 1like Scottish

Enterprise to retain its role as a provider of new factory space.




The role of this activity needs to be looked at closely;

Industrial Investments: the Sccettish OQOffice has agreed in
principle to dispose of much of the SDA's investment portfolio.

Ian Lang promised early progress in a letter to the Prime
Minister last March. Nothing has happened vyet. The Scottish
Office needs to be galvanised into action. Thereafter the extent
to which Scottish Enterprise needs to retain a role in this area

should be considered.

As a starter the Prime Minister should ask the Scottish Office how
soon they expect to be in a position to sell the SDA's investment

portfolio.

L@uige Aé\x)m
L /

ANDREW DUNLOP
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10 Downing Street

LONDON ugy

SW1A 2AA “] September 1990

Moo Becorny

Caroline Slocock's letter of 9 August, in response to mine of 30 July
giving a snapshot of current progress on Scottish Enterprise, asked for a
further report on our plans for ensuring that the balance of both staff
employed and activity undertaken within Scottish Enterprise and the local
enterprise companies is moved progressively towards the enterprise
companies.

My Secretary of State and his colleagues are of course firmly committed to
securing the maximum devolution to the local enterprise companies of
economic development, training ‘and environmental projects and
programmes in Scotland. Sir David Nickson shares this objective. The
numbers to be employed at the core must however reflect a_continui continuin

strategic role for Scottish Enterprise, in major property, env1ronmenta

and Mﬂﬁmem_mlwﬁd—lﬂesm and the new role of

superv1smg the local enterprlse companles ¢

Caroline's letter took no account of Training Agency staff numbers in
Scotland so the planned initial complement of 440 should therefore be
compared not with the 410 staff in post at the Scottish Development
Agency's headquarters (and quoted in Caroline's letter), or indeed the
current headquarters' complement of 441, but with the 561 posts at
present in the Training Agency "Office for Scotland" and the centre of
the SDA taken together. In addition there will be about 1000 staff in the
field with the LECs.

Thereafter we aim for further reductions over the next 3 years if not
sooner, so that 75% of staff will be in the local enterprise compames We
know that Sir David Nickson will ensure that this target is hit. In
England and Wales we understand that the comparable figures for
TECs/area offices and the rest of the Training Agency are 5,184 and
3,382 respectively: ie just over 60% of the total are or will be within
TECs. There is no equivalent there to the continuing strategic core
functions of the SDA on such matters as property, environmental,
investment or inward investment functions.

CERO00703.090




On budgets, we expect that, on the 1990/91 basis, local enterprise
companies would be responsible for total spending of £382 million, of
which £119 million would be attributable to former SDA activities. The
Scottish Enterprise core budget of £78 million would include £54 million
relating to major SDA programmes and projects. Thus very nearly 70% by
value of what was SDA activity would fall to local enterprise companies on
the basis of current year patterns. In excess of 80% by volume of
projects would be the responsibility of the enterprise companies. My
Secretary of State therefore considers that, in the light of his agreement
last summer to start with 80% by volume and to move progressively to a
target of 80% by value of SDA work being carried out by the enterprise
companies, a satisfactory position is already likely to be achieved. He is
clear that the 80% by value target will be reached, and once the
enterprise companies start to come onstream around the end of this year,
the Department will be monitoring progress in that direction very closely.

I am copying this letter to the Private Secretaries of members of E(A)
and to Sonia Phippard (Cabinet Office).

AN

g

J D GALLAGHER
Private Secretary

CER00703.090




10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary 9 August 1990

L;kaSV' C}L&x,
SCOTTISH ENTERPRISE

The Prime Minister has seen your letter of 30 July to Barry
Potter; and was grateful for this progress report on Scottish
Enterprise.

However, she did express concern that the extent of
decentralisation has not been as great as she had hoped. She
understands that the current plans are for a central core of 440
staff to remain, which compares with the SDA's current central
organisation of 410. She wonders why an organisation which is
meant to be a regulator and an enabler should need large
executive departments. Furthermore, the Prime Minister had
asked that local enterprise companies should have responsibility
for 80 per cent of the value of projects hitherto implemented by
the SDA. Although your letter says that over 80 per cent of
total expenditure would be part of their budgets, this includes
expenditure on ET and youth training. The Prime Minister would
therefore be grateful for a report on the progress being made on
the target she originally set. I would be grateful for advice on
these points urgently.

I am copying this letter to the Private Secretaries to
Members of E(A) and to Sonia Phippard (Cabinet Office).

C::‘cA\\~i
(CAROLINE SLOCOCK)

Jim Gallagher, Esq.,
Scottish Office.




PRIME MINTISTER 2 August 1990

SCOTTISH ENTERPRISE

The original vision for Scottish Enterprise was of an entirely

new organisation, not simply a takeover by the SDA of the

=
Training Agency in Scotland. It was to be locally-based,

market-driven and private-sector led. A key objective was to

minimise bureacuracy.

e ———
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The concern all along was that the SDA (and perhaps some in the
Scottish Office) had its own agenda: to protect its position and
i T B

to use Bill Hughes' initiative as a means of acquiring control of

training in Scotland.

——————————————————————

You have argued consistently that (a) the size of the central
organisation should be kept to a Tigiggm and (b) there should be
as much devolution of responsibility as possible to the local

level.

Malcolm Rifkind's letter reports progress in general and responds
to your two particular concerns. However, it does not give the
full picture. I have looked closely at some of the details and
it is clear that the Scottish Office and SDA are keeping the

size and scope of the centre as large as possible.

The size of the Central Organisation

Coopers and Lybrand were asked to devise an optimum structure for
Scottish Enterprise. But their answer was always going to be
only as good as the question they were asked. It is clear from
their report that the organisation they were asked to create was
more than a regulator and an enabler: it is meant to be a "doer"

as well.




In April you flagged up your concern that "the new arrangements
should be as de-centralised as possible and, in consequence,

involve a substantial reduction in the size of the central

organisation".

This is not the outcome being planned

—

/
Current plans are for a central core of &40 stqé}) This

any standards a substantial organisation. That compares

ol A R
existing SDA central organisation of (410 staff.)

It is true that the new Scottish Enterprise organisation will
also be integrating existing Training Agency staff. Its Scottish
headquarters has a staff of around 120. But only 40 posts in the
new Scottish Enterprise organisation are in the szzning and
Human Resources field. Most of existing Training Agency staff
will be deployed in local enterprise companies (LECSs).

Attached is a breakdown of the existing SDA central organisation
and the planned organisation for Scottish Enterprise. It is
difficult to see what has changed. For example:

the SDA has disposed of its industrial property
portfolio. Why does Scottish EnEEEE?IEé need a
prEE}ty and Environment Department of 507
-
the intention is that LECs should handle 80 per cent by
value of projects which would otherwise have been
handled by the SDA. Why does Scottish Enterprise need
an Industrial and Economic Development staff of 807
—
This seems an odd way of fulfilling your objective of minimising

bureaucracy.




Moreover, the target for reducing the proportion of staff at the
centre from 31 per cent to 25 per cent over the next three years
is not reassuring. This could be achieved simply by increasing

the number ofﬂgtaff overall.

The Deqree of Delegation

In its response to the Scottish Enterprise White paper, the SDA
proposed that LECs should have responsibility for spending on
projects up to £250,000. This, it was argued, would give them
control of 80 per cent by volume of the projects hitherto
implemented by the SDA.

You argued that, if the centre was not to retain too much

control, a target of 80 per cent by value should be set. Malcolnm

/?"'
Rifkind was asked to provide, by this summer, his latest

assessment for moving to this target.

His letter fails to do this

It provides the answer to a different question, namely that over
80 per cent of total expenditure would be part of LEC budgets.
But most of this money is for ET and YT. This is not the same
thing as saying 80 per cent by value of former SDA expenditure
will be under the control of LECs. On this measure the outturn

is bound to be considerably less.

Conclusion

The objective to produce a new organisation with a slimmed down
centre and maximum responsibility devolved to LECs has not been
achieved. It seems as if the Scottish Office is not doing what

you asked.




Recommendations

/

express concern at the(;;ze/af the Scottish Enterprise

central organisation compared with the present SDA;
ask why it is necessary for an organisation, which is
meant to be a regulator and an enabler, to have such
large executive departments dealing with, for example,

Industrial and Economic Development and Property and

the Environment;

point out that the target of 80 per cent by value
referred originally to projects hitherto implemented by
the SDA not total expenditure;

= et

indicate that the remit to provide the latest
assessment of the timetable for moving to this target
has not been fulfilled;

——————————————————————————————————————e

ask for this assessment to be provided urgently.

AN R

ANDREW DUNLOP




SCOTTISH ENTERPRISE CORE: STAFFING ESTIMATES

(A) Current SDA

Chief Executive's Office 2
Finance and Information 74
Marketing 29
Secretariat 46
Personnel i
Education etc 15
Industrial & Econ. Development 104
Property Services & Urban Renewal 77
0il and gas 6
Policy Unit 7
Locate in Scotland 24
Small Development Finance 16

TOTAL

(B) Scottish Enterprise (planned)

Chief Executive's Office

Man. Dir. Finance and Admi

Finance and Planning

Marketing and PR

Admin. and Legal

Personnel

Man. Dir. Local Enterprise &
Operations

Training and Human Resourcse Devel

Industrial and Econ. Devel

Property and Environment

Local Enterprise Company relations

Strategy

Locate in Scotland

Small Development Finance

TOTAL
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SCOTTISH ENTERPRISE

In your lgtter of 24 July 1989 to my predecessor, David Crawley, which
conveyed the Prime Minister's approval of my Secretary of State's policy
on Scottish Enterprise, as set out in the statement he made in the House
on 26 July 1989, you asked for a report on progress after 12 months had
elapsed, together with an up-to-date timetable for achieving at least 80%
by value for delegation to local enterprise companies. This letter fulfils
that commitment.

Legislation

The legislation to establish Scottish Enterprise and Highlands and Islands
Enterprise has had a relatively smooth passage through Parliament: it
received its Third Reading in the House of Lords on Wednesday 25 July
and received Royal Assent yesterday. The Bill re-enacts with
appropriaté  adjustments the provisions of the Scottish Development
Agency Acts 1975 and 1987, the Highlands and Islands Development
(Scotland) Act 1965, and the Employment and Training Act 1973 as
amended by the Employment Act 1988. During its progress through
Parliament, Government brought forward amendments to simplify and make
more flexible the financial arrangements for Scottish Enterprise; to
empower Scottish Enterprise and Highlands and Islands Enterprise
specifically to increase opportunities for training for racial minorities; to
give Scottish Enterprise and Highlands and Islands Enterprise a duty to
encourage employers to promote opportunities for men, women, ethnic
minorities and the disabled in sectors of employment or training in which
they are currently underrepresented; to give Highlands and Islands
Enterprise a strengthened remit to have regard to the desirability of
preserving the characteristic flora, fauna and physical features of the
Highlands and Jslands; to increase the period of notice to occupiers of
land before entry by Scottish Enterprise or Highlands and Islands
Enterprise; to give Scottish Enterprise a specific function of assisting the
establishment of community and co-operative enterprises; to give Scottish
Enterprise and Highlands and Islands Enterprise a specific duty to
monitor training quality; and to delete powers for Scottish Enterprise and

EML210S2




Highlands and Islands Enterprise to bypass normal planning procedures.
It is intended that Scottish Enterprise and Highlands and Islands
Enterprise will formally come into being on 1 April 1991.

Establishment of Scottish Enterprise and Highlands and Islands Enterprise

The designate boards of Scottish Enterprise and Highlands and Islands
Enterprise have now been appointed (with the Prime Minister's
agreement). Details of the members of each board are attached. In each
case, the chief executive will also be an ex-officio board member. The
announcement of the HIE Chief Executive was made yesterday. As
regards Scottish Enterprise the selection process is well in hand and we
hope to make an announcement shortly.

The basic organisation structures for the two new bodies have been
developed, and the process of making designate appointments at senior
levels is well under way. The next stage, of arranging for the
integration of staff at more junior levels, is at an advanced planning
stage.

Establishment of local enterprise companies

The full network of local enterprise companies is now in place: 12 in the
Scottish Enterprise area, 9 in the Highlands and Islands, and one,
Moray, Badenoch and Strathspey Enterprise, straddling the boundary.
That differs slightly from our original proposed network of 20 local
enterprise companies, in response to representations from local business
communities. I attach a map showing the areas covered by each local
enterprise company. All the various consortia are now in their
development phase, conducting local economic audits of the needs and
opportunities of their areas, and working up their detailed operational
plans. We can therefore now be reasonably confident that most if not all
the local enterprise companies will be ready to go (or indeed, already in
operation) by 1 April 1991.

Initial balance between Scottish Enterprise/Highlands and Islands
Enterprise and local enterprise companies

Present expectations are that Scottish Enterprise will initially have about
440 staff, and its contracting local enterprise compaiiies 985 (i€ 69% in the
Tocal enterprise Companies). The aim is to achieve at least 75% of staff in
the local enterprise companies in the next 3 years or so and to continue
this trend thereafter. In the Highlands and Islands, the ratio will
initially be around 2:1 in favour of Highlands and Islands Enterprise, due
to the different circumstances of that area.

So far as funding is concerned, no estimates can be made for 1991-92
onwards until the outcome of this summer's Public Expenditure Survey is
known. However an exercise has been carried out on the basis of
1990-91 expenditure levels to estimate what Scottish Enterprise
expenditure would have been in 1990-91, if it was in existence, and
indicative budgets for individual local enterprise companies. On this
basis, out of a total expenditure of £460 million, £382 million (83%) would
have gone to local enterprise companies, with £78 million (17%) being
spent directly by Scottish Enterprise. Details are shown in the attached
table. Actual local enterprise company budgets for 1991-92 onwards will
be based on the same principles, once overall expenditure levels are
known. As yet, the likely position in the Highlands and Islands is less
clear: given the smaller size of the local enterprise companies in that area
their position of overall expenditure will be smaller. Initially we expect
EML210S2




almost one-third of expenditure disbursed by Highlands and Islands
Enterprise to be channelled through local enterprise companies: it is as
yet too early to forecast how fast this proportion can rise.

Our Minister of State, Mr lan Lang, has had separate meetings both with
the Board-designate of Scottish Enterprise and with the Chairmen of the
local enterprise companies in the Scottish Enterprlse area, at which he
has emphasised the importance the Government attaches to a sustained
effort to achieve the continuing decentralisation of functions and
resources from Scottish Enterprise to the local enterprise companies. He
intends to continue to monitor progress here and to press for further
decentralisation.

I am copying this letter to the Private Secretaries to members of E(A)
and Sonia Phippard (Cabinet Office).

J D GALLAGHER
Private Secretary

EML210S2







SCOTTISH ENTERPRISE: BOARD-designate

Chairman: Sir David Nickson (60)

Tom Farmer (49)

Ron Garrick (49):
Ann Gloag (46):

Charles Gray (61):

Sir Graham Hills (63):

Glenda Hogarth-Coull (44):

Barbara Kelly (49):

Gavin Laird (57):

Cameron McLatchie (42):

Jack Shaw (57):

Chief Executive:

ASNO01451

Chairman of SDA

Chairman and Chief Executive
Kwik-Fit

Chief Executive of the Weir Group
——

Managing Director of Stagecoach
Leader of the administration of
Strathclyde Regional Council

Principal of the University of
Strathclyde. Existing member of
SDA board.

Managing Director of Hogarth
Safetywear, Aberdeen

Chairman of the Scottish Consumer
Council and of Rural Forum

General Secretary of the
Amalgamated Engineering Union.
Existing member of SDA board.

Managing Director of Scott and
Robertson

Former Director of Scottish Financial
Enterprise and member of the
Scottish Industrial Development
Advisory Board

yet to be appointed




HIGHLANDS AND ISLANDS ENTERPRISE: BOARD-designate

Chairman: Sir Robert Cowan (58)

Patricia Grant (44):

Philip Hamilton-Grierson (57):

John Harrison (58):

James Hunter (41):

Robin Lingard (48):

Angus MacDonald (54):

Valerie Maclver (45):

Fraser Morrison (42):

John Robertson (60):

Peter Timms (46):

Chief Executive:

ASNO01451

Chairman of HIDB

Marketing and Joint Managing
Director of Norfrost, Caithness

Deputy Chairman and full-time
member of Highlands and Islands
Development Board

Chairman, Johnstons of Elgin

Journalist: Adviser to the Crofters
Union

Full-time member of Highlands and
Islands Development Board

Part-time member of Highlands and
Islands Development Board

Chairman of  Highland Regional
Council's Education Committee

Chairman and Managing Director,
Morrison Construction Group

Chairman of the Robertson Group of
Companies

Managing Director of Flexible
Technology, Bute

yet to be appointed




ENTERPRISE COMPANY AREAS

HIDB/Highlands and Islands
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SCOTTISH ENTERPRISE - ESTIMATED BUDGETS ON A 1990-91 BASIS

SCOTTISH ENTERPRISE TOTAL

SCOTTISH ENTERPRISE CORE

LOCAL ENTERPRISE COMPANIES

Glasgow
Lothian
Lanarkshire
Renfrew
Ayrshire
Tayside
Fife
Grampian
Central
Dumbarton
Dumfries and Galloway
Borders

Moray (Scottish Enterprise contract only)

Sub-Total

ITP00420.070




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

5 April 1990

Den Dots

SCOTTISH DEVELOPMENT AGENCY AND SCOTTISH ENTERPRISE

Thank you for your letter of 30 March which the Prime
Minister has seen. She was grateful for the account of the
programme of asset proposals in hand and warmly welcomes it. She
feels, however, that the progress being achieved creates the
opportunity to rationalise the central organisation of the SDA.
Moreover, looking ahead to the development of Scottish Enterprise
she wishes to reiterate her concern that the new arrangements
are as de-centralised as possible and, in consequence, involve a
substantial reduction in the size of the central organisation.
She looks forward to the progress report due in July providing
the latest assessment of the timetable for moving to a target of
80 per cent by value for delegations to local enterprise
companies.

I am sending a copy of this letter to Jim Gallagher (Malcolm
Rifkind's office).

\(¢-1
e G

(PAUL GRAY)

Donald Henderson, Esq.,
Minister of State's Office,
Scottish Office.
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PAUL GRAY 4 April 1990

SDA DISPOSALS

In itself the programme of disposals outlined in the note from
Ian Lang's office is very welcome. It represents a significant

measure of privatisation.

But I remain very concerned that - in developing the Scottish
Enterprise proposals - the overriding tendency in the Scottish
Office and the SDA is still to keep the size and scope of the
centre as large as possible, despite the Prime Minister's repeated
injunctions to the contrary (viz your letter to David Crawley

of 24 July 1989).

In welcoming the disposals, it would be very timely for the

Prime Minister to reiterate her concern on this issue.

The Emerging Structure

Coopers and Lybrand were asked by the Scottish Office to report
on the optimum structure for Scottish Enterprise. They were
set an impossible task: for example, the structure of local
enterprise companies (LECs) was excluded from the scope of

the report!

Our object is that the new structure (centre and local) should
involve no additional cost. The report, which I have seen
and discussed with its author, offers no guarantee that the

changes can be implemented at no extra cost.
It is not difficult to see why:
a new tier of LECs is being created. Costs will be

contained only if the size of the centre is reduced

correspondingly;




the report offers no view on what is the correct division
of functions between Scottish Enterprise at the centre

and the local bodies;

my fear is that we will end up with more bureaucracy

than we started with.

The Right Answer to the Wrong Question

The original concept of Scottish Enterprise was of a lean centre,
with the bulk of resources concentrated at the point of delivery.

The centre was to act as a regulator and an enabler, not as

a "doer". (The attraction of inward investment being the exception).
Innovatory ideas were to be allowed to flourish at the grass-

roots. The centre would ensure quality control.

The picture that emerges from the Coopers and Lybrand report

is quite different:

" It envisages much more central direction. For example,
the Report says that "The Head of Strategy ... will develop
a macro level picture of Scotland's economy as essential
background to determining those areas of market imperfections
and failure where Scottish Enterprise and/or LECs can

usefully intervene".

The centre will continue to design, develop and implement
a whole range of programmes and projects. (See extract

from the report attached at Annex I).

A top-heavy organisation will be required to fulfil these

functions (see organisation chart attached at Annex II).

Looking at all the senior posts proposed in the report

it is difficult to see what difference there is with the

existing SDA structure. For more junior appointments




Coopers favour a "cascade" approach, with each Departmental
Head working out the requirements to fulfil their allotted

task. The scope for growth is, therefore, huge.

The end result is a report which can easily be used to reinforce,

rather than reform, the status quo.

Recipe for Inertia

It is possible that the organisation could evolve over time,
with the centre giving up functions as the LECs become fully
operational. But I am not optimistic on this point,The report

offers a recipe for inertia. It states:

"Pressures for activities to remain with Scottish Enterprise
will come not only from the organisation itself but could
come from the Scottish Office or elsewhere. LECs will have
to demonstrate their maturity and capability, particularly

in the early days of undertaking functions, rather than

Scottish Enterprise having to demonstrate its capability

to retain these."

This gives entirely the wrong bias. The presumption should
be that most activities will be devolved to LECs. The burden
should be on Scottish Enterprise to demonstrate that LECs are

not capable to handling extra activities.

Business concern

Some important business leaders, on whom we are relying to

make a success of Scottish Enterprise, are concerned at the

way things are developing. Bill Hughes, Sir Norman McFarlane
(who is heading the Glasgow Consortium) and Sir Charles Fraser
(who leads the Edinburgh group) are all worried about too much
direction from the centre. They understand the need for proper

accountability. But they feel that Scottish Enterprise should




concentrate on this, rather than delivering programmes and

projects.

Conclusion

Two key objectives of the Scottish Enterprise intiative were

greater decentralisation and a reduction of bureaucracy. On

the evidence of the Coopers and Lybrand report, there is a

danger that we will not achieve either of these objectives.

There is a strong case for the Prime Minister to remind the
Scottish Office - without referring directly to the report -

of these objectives. This should concentrate minds when decisions

are taken on how to implement the report.

Recommendations

I recommend that the Prime Minister:

warmly welcomes the programme of disposals outlined

in Ian Lang's letter;

emphasises that this clearly offers the opportunity

to rationalise the SDA's central organisation;

takes the opportunity to reiterate her concern that
in developing the Scottish Enterprise proposals there

is as much decentralisation as possible;

and as a consequence of this, that there is a substantial

reduction in the size of the central organisation;

recalls that the Scottish Office are due to produce
a progress report in July giving the latest assessment
of the timetable for moving to a target of 80 per cent

by value for delegations to local enterprise companies.

A,

ANDREW DUNLOP




ANNEX 1

. S C L) PFEISE

ENTERPRISE

Principle 2

220 The structure of Scottish Enterprise will be determined by the tasks it has
to perform rather than by existing resources and skills. The structure must take
account of the specific tasks to be undertaken by Scottish Enterprise. They are:

to consider and to develop a strategic response to enterprise, economic
regeneration and training needs and opportunity;

to develop underpinning policies;

to design, develop and secure the implementation of national level
programmes Or projects;

to undertake research and development and innovation and prototype;

commmp—————

to plan resource allocation;

to implement major specialist projects;

N—

to ensure, through contracts and performance monitoring, that LECs
deliver effectively;

to provide advice and support to local enterprise companies;
- to carry out impact evaluation and audit.

In relation to LECs, the key tasks for Scottish Enterprise will be:

to provide a strategic vision to the network of LECs contracting with
Scottish Enterprise;

to provide a strategic planning framework;

to ensure through contracts and performance monitoring that LECs
deliver effectively;

to undertake activities and projects of sufficient scale or importance
to merit being controlled by Scottish Enterprise, or demonstrated and
agreed to be beyond the capabilities of one or more LECs. Agreement
on which activities and projects should be controlled in this way
should be between Scottish Enterprise and the LEC or LECs involved.

Coopers
&Lybrand




SCOTTISH ENTERPRISE - ORGANISATION CHART

THE BOARD OF SCOTTISH ENTERPRISE

CHIEF EXECUTIVE OFFICER
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APPENDIX B

OUTLINE JOB DESCRIPTIONS

Head of Strategy
Managing Director - Finance and Administration

Head of Personnel

Head of Marketing and Public Relations

Head of Finance and Planning

Secretary

Managing Director - Local Enterprise and Operations *-
Head of Training and Human Resource Development
Head of Industrial and Economic Development

Head of Property and Environmental Improvement

Head of LEC Relations and Monitoring

Coopers
&Lybrand




PRTME MINISTER

SCOTTISH DEVELOPMENT AGENCY AND SCOTTISH ENTERPRISE

Over the last year or so you have expressed your concern that in
developing the Scottish Enterprise proposals the size and scope

of the centre must be kept to a minimum.

Andrew Dunlop has been keeping in close touch with this exercise.
His activities have stimulated the letter from the Scottish
office at Flag A setting out the latest proposals for disposing

of its property portfolio and investment assets.

Andrew Dunlop (Flag B) welcomes this report. But on the broader

front he suggests there are continuing dangers of Scottish

P

Enterprise being set up with the wrong structure and priorities.

——————

apmpm—— . .
He recommends (Page 4) that while welcoming the progress report
on disposals, you should take the opportunity to emphasise the

importance of maximum decentralisation in Scottish Enterprise and

reiterate your request for a progress report in July on the

e —————

“ftimetable for moving to 80 per cent delegation by value to local

—enterprise companies. 3 oo A

Content fpé me to minute out in the terms recommended by Andrew

Dunlop? ¢

Uecs " 2 e

Paul Gray

4 April 1990

c: Scottish (MJ)/
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FROM THE MINISTER OF STATE (

SCOTTISH OFFICE
WHITEHALL, LONDON SWI1A 2AU

Mr Paul Gray

10 Downing Street

LONDON

SW1A 2AA 306 March 1990

Do 4L,

In conversation with my Minister, Ian Lang, Andrew Dunlop suggested
that the Prime Minister would be interested to see details of the Scottish
Development Agency's activities in disposing of much of its property
portfolio and investment holdings.

On property, Mr Lang asked the Agency some time ago to consider ways
in which it might reduce its substantial property holdings, valued at over
£150 million. The Agency already had an active programme of sales to
sitting tenants, and had funded much of its activity through receipts
throughout the 1980s, but it still retained a substantial portfolio, much of
it inherited from its predecessor the Scottish Industrial Estates
Corporation when the Agency was formed in 1975. There was no good
reason why it should continue to be a property manager in Scotland and
Mr Lang considered that it should instead concentrate on its
developmental role in assisting economic growth. He was also concerned
that, as the biggest landlord in Scotland, it was displacing the private
sector instead of encouraging it.

In January last year, the Agency appointed consultants to advise on the
property disposal. The consultants reported last summer and Mr Lang
accepted their main recommendations. They proposed the division of the
Agency's property holdings into 4 portfolios. The largest was to contain
around half of the Agency's property holdings by value and most of its
main industrial estates. A second was to comprise a smaller range of
properties concentrated in Glasgow, Dundee, Clydebank and North
Lanark. The Agency's remaining properties were considered to be of
2 sorts: first, a number of properties which would achieve higher prices
if sold individually and second, a small number of properties recommended
for the Agency's retention as being useful for its economic development
needs.

The decision to sell in 2 large portfolios was taken for several reasons.
First, the private sector has historically failed to get involved in
industrial property development in Scotland. The disposal of a large
holding provides an opportunity to establish a major company in Scotland
with associated management skills and property expertise either by

ATUO89PT




building on an existing indigenous company, or by attracting a new
company to Scotland. We hope that other companies will follow. Second,
we were advised that some of the Agency's properties would not be
attractive if sold separately. Grouping these with more attractive
properties will offer most chance of a substantial portfolio disposal, with
the added possibility of a premium on the sale. Third, the Agency's mix
of property across Scotland reflects different markets, even in the same
geographical area. It would be difficult to split up the properties into
smaller portfolios in any meaningful way.

We have put the two portfolios on the market at the same time in order to
avoid the risk that, under a phased sale if initial sales achieved less than
expected, market perceptions would be damaged. Such a course also
makes absolutely clear our determination that the Agency is seen by the
market to be pulling out of its former property role. This should help to
attract the right private sector companies at the right price. Finally, in
order to preclude the possibility of a monopoly arising bidders have had
to opt for one portfolio or another, but have not been permitted to
pursue both.

Mr Lang announced the sale last November. A brochure was published in
December, and prospective purchasers were invited to register their
interest by 26 January. A total of 26 submissions were received, 18
registering interest in the large portfolio and 14 in the smaller
(8 registered an interest in both). These were reduced to shortlists of
5 companies for each Portfolio. The Minister considers that a
representative cross-section of bidders has ©been chosen (some
Scottish-based, some English-based, some overseas-based), any of which
should not only provide for a sound future for the industrial property
sector in Scotland but which will also yield a good price for the sale.
The candidates are now preparing their bids. These must be submitted
by 21 May. A decision on the successful companies will be made by
8 June, and legal completion by 1 August.

My Minister does not rule out a property role for the Agency in the
future, as Scottish Enterprise, but it will be more limited and more
clearly focused, to help meet market gaps and to help lever in private
sector investment. As much as possible of this role will be devolved to
Local Enterprise Companies.

He also proposes to make early progress towards the disposal of many of
the Agency's investments. The Agency holds between 130 and 140 equity
investments in Scottish companies; currently new investments are made
at an average cost of £200,000 to £250,000. As with property, Mr Lang
felt that, although investments have been sold, the Agency had been
losing sight of its essentially developmental role and holding on to
investments longer than necessary.

The existence of pre-emption rights has inhibited progress, but the
Minister believes that, in line with our consultants' advice, the mature
investments, valued at over £15 millions can and should be disposed of
soon. Mr Lang's aim is that these sales are completed over the next few
months.

My Minister is concerned that the Agency's investment activities in future
should be more clearly focused on the sectors of Scottish industry where
there is a gap in the availability of private sector investment. Filling
such a gap is the only justification for the Agency's investment activity.
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And he will be looking to the Agency, and in due course Scottish
Enterprise, in making such investments, to draw in the private sector as
much as possible and to plan ahead more clearly its subsequent exit

route.

\IL}/JS ["“{/,( g,

BFY LT

DONALD HENDERSON
Private Secretary
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SCOTTISH ENTERPRISE: HANDBOOK

|
Kg October 1989

Thank you for sending us a copy of your letter of 5 October to
Paul Gray. '

2 The Chief Secretary welcomes the extensive work that has gone
into the handbook. It should provide a useful reference for those
involved in Local Enterprise Companies.

3 You propose rolling contracts between SE and LECs; you will
no doubt wish to ensure that this does not mean that the hope of
competition between organisations wishing to become LECs in the
future is reduced and that there are adequate mechanisms for
facilitating competition to develop. No doubt the policy frame
work to be set out in the forthcoming strategic policy documents
will show how LECs are to develop markets to promote self-
sustaining local economies with a view to their withdrawal from
direct provision over time.

4 For the handbook, perhaps you would look again at some of the
drafting to ensure that it fully reflects your Secretary of
State's developing thinking on his strategy of progressive
withdrawal of the Scottish Development Agency from direct
intervention in factory building, factory letting and equity
investment. The Annex contains some suggestions for drafting
changes to cover these points.

5. Copies to Paul Gray, Clive Norris (Dem), Neil Thornton (DTI)
and Trevor Woolley (Cabinet Office)

Mo,
el

PETER WANLESS
Assistant Private Secretary
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SCOTTISH ENTERPRISE: HANDBOOK: DRAFTING SUGGESTIONS

Paragraph 2.2 [list of functions]: Add: "The SDA (and in the

future Scottish Enterprise) is pursuing a strategy of

progressively withdrawing from direct provision of services in

favour of facilitating provision by the private sector.”

Paragraph 6.19 [Initiative Fund]: Perhaps you could consider
adding that there will be a presumption that there will be a
significant element of private sector funds for projects to

qualify for Initiative Funds

Annex A, Section 2 [Accommodating Enterprise]: Add your
officials' phrase that Scottish Enterprise is to become a

direct provider only in the last resort and in special cases.
Annex A, Section 5 [Financing Enterprise]: Add that the scope

for equity financing is expected to narrow significantly over

time in favour of normal market mechanisms.
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From the Private Secretary 11 October 1989

SCOTTISH EARNINGS STATISTICS

Thank you for your letter to Dominic
Morris drawing attention to a change in
Scotland's position in the latest figures on
regional earnings estimates. The Prime
Minister has seen this material and noted
that Scotland now ranks fourth in the order
of men's average earnings.

PAUL GRAY

Jim Gallagher, Esq.,
Scottish Office.
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From the Private Secretary 11 October 1989

SCOTTISH ENTERPRISE HANDBOOK

Thank you for your letter of 5 October
enclosing the draft handbook which is to be
issued on request to prospective consortia.
The Prime Minister is content for early
publication of this handbook.

I am copying this letter to Carys Evans
(Chief Secretary's Office), Clive Norris
(Department of Employment), Neil Thornton
(Department of Trade and Industry) and Trevor
Woolley (Cabinet Office).

Jim Gallagher, Esq.,
Scottish Office.
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9 October 1989

SCOTTISH ENTERPRISE HANDBOOK

I read through the draft over the weekend. It seems fine

to me.

I recommend that the Prime Minister agrees to the text,

subject to the views of other colleagues.

fo Clok—

f// ANDREW DUNLOP
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SCOTTISH EARNINGS STATISTICS

My Secretary of State has asked me to have drawn to the Prime Minister's

attention a change in Scotland's position in the latest figures on regional

earnings es:c_Lmates from April 1989.

PR

Hitherto, it has been possible to say - and I know the Prime Minister has
used it - that the average earnings of men in Scotland were second only
to those in the South East. This is no longer so. The changes in the
figures in the latest set are mparginal, but they mean that Scotland now
ra th in the o 's _ave ings, down from second.
East_Anglia and the South West are now very slightly ahead, with average
earnings in the South East still significantly ahead . The picture
is similar for women's earnings too. All of this was published in the New
Earnings Survey on 28 September by the Department of Employment. I
attach an Annex which sets out the figures for reference.

VAVAVATAN
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| , / /
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"JD GALLAGHER ;J
Private Secretary
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oss Weekly Earnings of Full-time Adult Employees in April 1989

Men Women
Earnings % Increase Earnings % Increase

£ Per Week Since £ Per Week Since
April 1988 April 1988

South East 125 10.

East Anglia . 10.

South West
West Midlands
East Midlands

Yorkshire &
Humberside

North West
North
Wales

Scotland
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Following the publication at the end of August of the short prospectus
inviting the Scottish business community to come together into consortia
to bid to becomé the boards of local enterprise companies, we have now
prepared the attached draft handbook which is to be issued upon request
to prospective conSortia. The material is intended essentially as . a
reference document rather than a straight read. Further material will be
issued later as it becomes available.

The attached text is a revised version of material already circulated at
official level to other departments with an interest, and reflects the
comments received. We have also sought comments from 9 key Scottish
busmessmen, whose views have also been taken into account.

My Secretary of State is anxious to respond to widespread pressure for
early publication of this handbook. He would be grateful for the
agreement of the Prime Minister and other colleagues to this text.

I am copying this letter to the Private Secretaries to the Chief Secretary;

the Secretaries of State for Employment and for Trade and Industry; and
to Sir Robin Butler.

\
AN TLV{UF{L\

%w\ CM/LL,S’ (7S

J D GALLAGHER
Private Secretary
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THE LOCAL ENTERPRISE COMPANY HANDBOOK
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THE LOCAL ENTERPRISE COMPANY HANDBOOK

INTRODUCTION

AIMS AND FUNCTIONS
i Main Aims
D2 Functions

Contract Authority of Local Enterprise Companies

ORGANISATION OF A LOCAL ENTERPRISE COMPANY
3. Legal Status
3 . Membership

The Board of Directors

Constitution

Conflict of Interest

Liability

Corporation Tax, VAT & Insurance

PLANNING
4.1-4.3 The Business Plan

4.4 The Planning Cycle

OPERATING A LOCAL ENTERPRISE COMPANY
5.1-5.4 Understanding the Local Economic Context
9.5<9.6 Quality and Value for Money

“1-548 Promoting Partnership

39 Expanding Opportunities for Individuals
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FINANCIAL ARRANGEMENTS

6.1~6.3 Contracting

6.4-6.6 Subcontracting
=1 Assets

Funding Structure

Performance Related Funding

Resources for additional activities of the company's
choice

Under Performance
Accountability
Financial Control
Annual Report
Monthly Reports
Monitoring

Evaluation

COMMUNITY LINKS AND ACCESS

STAFF AND MANAGEMENT RESOURCES
.1-8.4 Operating Budget
.9 Systems
Appointment of Chief Executive
Appointment of Staff
Staff Development and Reporting Arrangements

Staff Terms and Conditions
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SDA Delegated Powers

Enterprise Initiative Consultancy Schemes
Training Agency Delegated Powers

Other Training Agency Initiatives

Business Plan - Outline Format

Planning Cycle

Model Memorandum of Association (to follow)
Model Articles of Association (to follow)
Development Contract - Training Agency (to follow)
Development Contract - SDA (to follow)
Operating Contract - Training Agency (to follow)
Operating Contract - SDA (to follow)

Local Enterprise Company Unit
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THE LOCAL ENTERPRISE COMPANY HANDBOOK
SECTION 1: INTRODUCTION

1.1 Scottish Enterprise and (at local level) local enterprise companies will
provide a clear vision and direction to the design and delivery of

enterprise development, training and environmental projects and services

in Scotland.

1.2 Local enterprise companies will operate within a policy framework set

by Scottish Enterprise. To secure greatest added value, certain strategic

functions and projects with Scotland-wide significance will be discharged

by Scottish Enterprise direct or where appropriate in partnership with
one or more local enterprise companies. But there will be extensive

delegations to, and freedom of action for, local enterprise companies.

1.3 This handbook is intended as a guide for those considering applying
to operate the first local enterprise companies in lowland Scotland prior to
the establishment of Scottish Enterprise, and for the staff of the Scottish
Office, the Training Agency and the Scottish Development Agency dealing
with the local enterprise companies. [t is likely to be amended and

augmented in due course.

1.4 A separate handbook is being prepared for Highlands and Islands

Enterprise.
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SECTION 2: AIMS AND FUNCTIONS
Main aims
2.1 The central aim for each local enterprise company will be to stimulate
the local economy in a way which will add value to it at area level and to
the Scottish economy as a whole. Local enterprise companies will be
expected to have a clear vision of the future for their area and of how to

enhance and stimulate economic growth in the area and improve the

quality of life. Specific aims are to:

stimulate the growth of self-sustaining enterprise;

assist the creation of viable jobs and the reduction of

unemployment;

improve the skills of the workforce in the area;

increase overall corporate and personal income in the area;

realise the potential of disadvantaged groups and communities;

and

improve the environment of the area to make it a better place in

which to live and work.

Functions

2.2 Each local enterprise company will formulate a strategy for the
development of its local area in the context of the relevant policy
frameworks. This strategy will provide the context for the following

specific functions:

ensuring suitable arrangements for the effective delivery of

national training programmes and the Enterprise Allowance

Scheme;
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ensuring the provision of training arrangements for specific

local needs;

ensuring the provision of business advisory services including

the Enterprise Initiative Consultancy Schemes;
designing and securing the implementation of enterprise
development projects and programmes to realise development

opportunities;

encouraging and where necessary undertaking business

investment;

designing and ensuring the implementation of urban renewal

projects and programmes;

securing property development;

securing land renewal and environmental improvement projects;

managing industrial property;

marketing; and

monitoring subcontractor performance.
Contract authority of local enterprise companies
2.3 The first local enterprise companies will operate under 2 contracts,
one from the SDA and one from the Training Agency. This section sets
out the authority they will have under each contract.
SDA
2.4 The operational contracts for local enterprise companies will involve
extensive delegation of SDA functions to the local enterprise companies.
Before this can be done, amending legislation will be required. It is

hoped that this will be enacted by Parliament by mid-1990.
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2.5 Local enterprise companies can expect to have the following levels of

authority under contract with SDA and within guidelines set out in the

contract: -

Project Project
Planning Expenditure

Business Advisory Services . £ 10,000
Business Investment £10,000 £ 50,000

Other Projects and Programmes* £50,000 £250,000

* includes land and property development funding and development

grants.

Contract authorities with SDA exclude expenses and VAT incurred in

project planning and include professional fees in project expenditure.

2.6 These levels of authority are the starting point. They will cover
around 80% by volume of projects at present being approved by the SDA.
The Government's intention is that the extent of delegation to local
enterprise companies should be increased progressively. It is anticipated
that when Scottish Enterprise is established these levels will be regularly
reviewed by the Board. Further details of the range of SDA delegated

functions and activities are set out in Annex A and Annex B.

Training Agency

2.7 Local enterprise companies will also have responsibility for a wide
range of programmes and activities previously run by the Training

Agency and the Employment Department. They include:

youth training which offers all 16 and 17 year old school
leavers, employed and unemployed, up to 2 years' planned

training;

Employment Training: a programme to give unemployed
people, particularly long term unemployed people, the training

and skills they need to get and keep jobs;
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Business Growth Training: a programme to help firms improve

their training to meet business priorities; and

Enterprise Allowance Scheme: helping unemployed people to

start their own businesses.

Further details of these and other programmes are set out in Annexes C
and D.

2.8 Some national training programmes (for example youth training and

Employment Training) have at present fairly detailed rules governing

their operation. But arrangements are being made to maximise flexibility
to enable local enterprise companies to tailor these programmes to local
needs to get better value for money. For example, within an approved

framework, a local enterprise company will be able to:

shape the balance of the skills training on offer and the

geographic distribution of opportunities;

determine which contractors to use;

decide the level of payments to subcontractors;

change the design and content of programmes to meet local
needs. There will be scope, for example, for making
variations to the standard youth training package; the content
and duration of Employment Training; and for designing new

training approaches for new and expanding businesses.

Further details of these arrangements will be published in due course.
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SECTION 3: ORGANISATION OF A LOCAL ENTERPRISE COMPANY

Legal status

3.1 Before a full operating contract can be signed by a consortium, it

will need to form itself into a local enterprise company under the

Companies Act, probably incorporated as a company limited by guarantee.
Membership
3.2 All directors of the company (once incorporated) will be members.
It is for the consortium to decide for itself whether to widen its
membership (for example to include a wider range of interests from the
locality than can be included on the board of directors) or not.
Where a wider membership is decided upon, such membership:

can include corporate as well as individual members;

must have a majority of private sector members;

if individuals, must all live or work locally (or in the case of

members who are not individuals, have a place of business in

the locality).

The board of directors

3.4 Local enterprise company boards will be expected to have at least 9

and no more than 12 directors.

ey At least two-thirds of directors, including the Chairman, must be

senior figures from the private sector. They should be:

chairmen, chief executives or the top level managers of key

companies and firms in the locality;
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well known in the local business community and able to reflect

its interests; and

drawn from a range of industry and commerce broadly based

on the mix of business in the area.

If possible the directors should include individuals with experience of

running small businesses.

3.6  Each local enterprise company will have to demonstrate that it has
obtained the commitment of a broad range of interested parties in the area
it is to cover. For example, where a local enterprise company covers
significant rural as well as urban areas, it will be important for it to
have the support of rural business. Directors of local enterprise
companies should be appointed by virtue of their individual contribution

and standing, not as representatives of existing organisations.

3.7 "'p to one-third of directors may be drawn from senior figures in
the local community who support the aims of the local enterprise
companies. Such figures might come from the local and public
authorities; from the voluntary sector; from local organisations such as
enterprise trusts, chambers of commerce or (where appropriate) new town
development corporations or urban partnerships; from the education and
training sector; or from trades unions. Again these directors should
reflect the make up of the area and be chosen for the personal
contribution which they can make rather than as representatives of

existing organisations.

9.8 Directors will be reimbur:ed for reasonable out of pocket expenses.
In general terms it is not envisaged that salaries should be paid to board
directors but there may be particular circumstances where some flexibility

on this might be appropriate.
Constitution

3.9 It is for the members of the local enterprise company to decide the

name of the organisation. They will also decide the makeup of the Board
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(which will have to be acceptable to the Secretary of State if an operating

contract is to be awarded); the appointment of officers of the company;
the arrangements for and the frequency of meetings; and the other
elements of a company's constitution. As an aid to local enterprise
companies, a draft model Memorandum and Articles of Association for a
company limited by guarantee will be made available. Each local
enterprise company should seek independent legal advice during the
development stage to establish its incorporated status and to draft its
constitution. Such constitution will need to be approved by the Training
Agency and the SDA.

3.10 While a local enterprise company will have considerable freedom in
determining how it works, constraints will be included in the contract and
in the Memorandum and Articles. For example, there will be no
substitution of directors at board meetings or the appointment of alternate
directors and there will be Ilimitations on the extent to which the
membership may change the board. In addition, each director will have
equal voting powers and there will be no provision for block votes.
Also, no board should meet less than once a quarter. At least one-third
of the directors of whom at least half should be directors from the private

sector, should be present if the meeting is to be quorate.
Conflict of interest

3.11 Given the private sector background of most of the directors, it
will clearly be vital for the local enterprise company to be able to
demonstrate to the local business community that it has effective
machinery for avoiding situations where directors could have access to
commercially confidential information relevant to their own business
interests or those of competitors, and the ability to protect confidential
and commercial in confidence information. It is for a company to decide
for itself precisely how to do this, but the following is suggested as a

minimum:

(a) a register of interests of directors should be compiled and

maintained;
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the Chief Executive should have a duty to vet all case papers

etcetera before issue to directors to check for potential conflict

of interest; and, where these arise, to discuss handling with

the Chairman and the director concerned; and

a director must declare a conflict of interest or a potential
conflict as soon as he becomes aware of it and the normal
expectation will be that he should absent himself from any

discussion of or vote on the item.

Rigorous and effective action to avoid conflict of interest situations will
be essential if the local enterprise company is to win and keep the
confidence of the local business community that the company operates in a
fair and evenhanded way, and that commercially sensitive information will

be adequately safeguarded.
Liability

3.12 Local enterprise companies will of course be subject to company law.
Individual directors will owe the usual duties and have the usual liabilities

associated with any company.
Corporation Tax, VAT and Insurance

3.13 The local enterprise company board should ensure the necessary
registrations with the Inland Revenue and Customs and Excise. The
board should be aware also of the requirements of the Financial Services
Act 1986 and the Consumer Credit Act 1974. The local enterprise
company should take out and maintain insurance in amounts reasonably
believed by the Secretary of State for Employment and the SDA to be
adequate against all losses and damages which are the result of its fault
or negligence in the performance of its contracts including employers'
liability, public liability, property damage and professional indemnity.
The prospective board should seek independent advice on these matters

during the development stage.
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SECTION 4 PLANNING

The Business Plan

4.1 The base for a local enterprise company's activities will be its

3 year Business Plan which sets out its goals for a 3 year period to meet

local needs and its strategy for achieving them. This Plan will be agreed

between the Training Agency/SDA and each local enterprise company and
will be the basis on which contracts are agreed. The first year of the
Plan will include detailed budgets, activities and targets. The second
and third years will be covered in broader outline. The 3 year Plan will

be rolled forward annually.

The Plan will be expected to cover the following areas:

(a) a local economic audit of the area to be covered by the local
enterprise company involving identification of key skill needs,
the needs of businesses of all sizes, opportunities and labour
market mismatches, and wider economic problems and

opportunities, threats and weaknesses to be addressed;

a review of local resources and provision;

a 3 year strategic plan taking into account the economic and

skills audit and local provision and resources;

a detailed operating plan for the local enterprise company's
first year incorporating proposals for each of its activities

together with appropriate performance targets and funding;

the proposed structure of the local enterprise company
including geographical area, incorporated form and names of

Chairman and Directors;

the local enterprise company's proposed management and
organisation including financial and performance monitoring

systems and arrangements for quality and evaluation;

RESTRICTED

ITP270L8 10.




RESTRICTED

(g) arrangements for administration including management and

development of staff; and
(h) range of funding sources.
4.3 A suggested format for the production of plans is at Annex E and
further guidance on the Business Plan and its sections is available from
the Local Enterprise Company Unit upon request.
The planning cycle
4.4 The period to be covered by a local enterprise company's first plan

will be agreed during the application process. The normal financial year

will be from 1 April to 31 March. Plans will be prepared within the

framework of the public expenditure planning process (see Annex F).

Local enterprise companies' plans should link into Scottish Enterprise's

corporate planning.
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SECTION 5: OPERATING A LOCAL ENTERPRISE COMPANY

Understanding the local economic context

5.1 To be effective local enterprise companies must have a clear

strategic vision of where they are going and how they are going to get

there. This will derive from the local economic audit and analysis and be

translated into strategic objectives.

5.2 The development of the local strategy will be an ongoing process

based on a sound appreciation of:

gaps, opportunities, strengths and weaknesses in the local

economy;

the national (and indeed international) context;

current and future training needs of the area;

the development needs of businesses;

the local industrial and commercial property market;

the role of environmental improvement;

local labour supply and demand;

trends in local employers' requirements;

needs of the local population and changing travel to work

patterns;

reliable information on skill shortages and over supply and the

factors influencing them; and

the needs of special groups.
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Priorities must be regularly reviewed and assessed by the local enterprise
company to reflect market changes and ensure the most cost effective

allocation of resources.

DG Local enterprise companies will need to commission (or to undertake

in-house) a comprehensive local economic audit to serve as the starting

point for the companies' own plans; and to update it regularly.

5.4 Some of the necessary information will already be available from a
wide range of sources, including the SDA the Training Agency, the
Scottish Office, local authorities and the Employment Department. But
the local enterprise companies will need to supplement this by organising

and commissioning the gathering and analysis of additional local data.

Quality and value for money

5.5 Most of the service delivery will normally be subcontracted to other
organisations, and local enterprise companies will therefore have the
opportunity to compare the value for money offered by providers and to
seek constant improvement. Local enterprise companies will be expected
to contract on a competitive basis with potential suppliers. In future

years, companies will be encouraged to introduce competitive tendering.
5.6 For each contracted programme, project or service, a detailed
operating framework will be embodied in the local enterprise company's
own contracts with the SDA and the Training Agency and in any
contracts it has with its providers. This will normally embrace:

operating standards relating to outputs;

operating standards relating to quality assurance and appraisal

of contractors' performance;

management information that a local enterprise company will

need to provide to the Training Agency/SDA;

ensuring publicly provided funds are properly safeguarded;
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meeting the required standards for health and safety and equal

opportunities.

Promoting partnership

5.7 Local enterprise companies will have a key role to play in promoting
and supporting effective partnerships to tackle problems and spread
information and good practice. There is real scope, for example, for
improving links between employers, training providers and schools. Local
enterprise companies will be expected to work in partnership with local
and other ©public authorities, local representatives of employer
associations, local enterprise trusts, industry training organisations and

others.

9.8 Local enterprise companies will also have a key role in developing
employer commitment to training. This involves encouraging increased
and effective investment by employers in training their own employees and

in bearing an increasing share of the costs of the training programmes.

Expanding opportunities for individuals

23 Local enterprise companies should ensure that enterprise and
training provision is responsive to varying needs. In particular the
needs of women, ethnic minorities, long term unemployed people, the
disabled and those with special training needs (involving for instance
literacy and numeracy problems) must be met. Local enterprise companies
should ensure that the potential sources of skills and enterprise which

these groups represent are fully developed.
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SECTION 6: FINANCIAL ARRANGEMENTS

Contracting

6.1 Until Scottish Enterprise is established it will be necessary for local

enterprise companies to contract separately with the Training Agency, on

behalf of the Secretary of State for Employment, and the Scottish
Development Agency.

6.2 Each local enterprise company will be offered a 3 year rolling
contract based upon the agreed Business Plan. This will confirm the
detailed budget for the first year and will record the intention to offer

budgets to the local enterprise company for the 2 succeeding years
subject to:

the local enterprise company continuing to meet its contractual

obligations;

the local enterprise company continuing to satisfy the criteria

on organisation set out in Section 3;

the annual review of the company's activities proving

satisfactory; and

plans for these years satisfying the criteria on financial and

quality management.

Bhd The contract will require the local enterprise company to implement
the first year's plan and conform with the operating guidelines
prescribed. The Business Plan will distinguish between activities and
targets that are matters of intention and those that are requirements for

the performance of the contract.
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Subcontracting

6.4 It will be for the local enterprise company to determine the form of

its contracts with subcontractors but certain clauses will be mandatory.

These clauses will deal with matters such as:

minimum standards of financial management;

health and safety;

equal opportunities; and

national rules an»plying to each individual programme and

scheme.

6.5 Increasingly local enterprise companies will be encouraged to use
contracts with programme providers that link funding to performance
outcomes. Performance measures will include such indicators as the
percentage of people leaving youth training and Employment Training who
go into work and the number who gain recognised qualifications. The
intention is to encourage a local enterprise company to develop
arrangements that will complement those between it and the SDA/Training
Agency and to enable a local enterprise company to offer programme

providers real incentives for good performance.

6.6 Special arrangements may have to be made for contracts with
organisations which currently act on a Scotland wide or GB basis as
providers for youth training and Employment Training. Further

information on this will be provided in the near future.

Assets

6.7 The SDA (and to a much lesser extent the Training Agency) have a
wide range of assets (eg property, equipment, investments) acquired in
the course of furthering their objectives. The activities of the local
enterprise companies will also create publicly funded assets. It will be

necessary to devise arrangements which give local enterprise companies

RESTRICTED

ITP270L8 16.




RESTRICTED

the flexibility to maximise the use of these assets in pursuit of the

Business Plan while ensuring that the value of assets created by public

money is not lost to the taxpayer. Material on detailed arrangements will

be published as soon as possible.

Funding structure

6.8 Under each contract, resources will be allocated to local enterprise

companies in separate blocks.
Training Agency

6.9 Under the Training Agency contract there will be 3 separate

blocks, as follows:
(a) youth training (including Compacts);

adult training national programmes (mainly Employment

Training);

enterprise support (Training Agency programmes such as
Business Growth Training and the Enterprise Allowance

Scheme).

6.10 It is hoped that there may be scope for a local enterprise company
to switch funds, within limits, between programmes within and across
blocks (a)-(c) where volume and output targets in the contract and any
other Government "guarantees" for that block have been met. More

details will be made available in due course.
SDA

6.11 Under the SDA contract, there will be 6 separate blocks, as

follows:

(a) developing enterprise;
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accommodating enterprise;

renewing the environment;

advising and informing enterprise;

(e) financing enterprise;

(f) urban renewal.

In respect of these blocks the contract budget will relate to delegated

authority levels set out in the contract. But local enterprise companies

will be able to bid to the SDA for projects outwith their delegated

authority. Where such projects are approved and where it would be
appropriate for the local enterprise company to carry out the
implementation, its budget would be adjusted accordingly. In other
cases, particularly where the project is large, specialised or complicated,
the implementation will be supervised by the SDA's (and eventually
Scottish Enterprise) specialist teams. Scope will exist to switch funds
between these blocks (with the exception of (e)) within agreed limits if

contract targets have been met.

General

6.12 There will also be separate blocks relating to administrative costs

and to the funding of activities of the company's own choice.

6.13 In the period prior to the establishment of Scottish Enterprise it
will not be possible to switch funds between Training Agency contract
blocks and SDA contract blocks.

Performance related funding

6.14 It is intended that local enterprise companies will be given the
opportunity to earn additional funding through the operation of a
performance bonus arrangement. Payments in respect of a local

enterprise company's performance in programme, service and project
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delivery will depend on the level of progress or outputs achieved. For
1990-91, only the Training Agency programmes, youth training and
Employment Training will operate on a performance bonus basis. In each
case, it is envisaged that the targets will relate (a) to trainee numbers
obtaining positive outcomes ie getting and keeping employment or related
activities such as self employment and further and higher education;

(b) to trainee numbers obtaining vocational qualifications; and (c) to the

percentage of leavers in (a) or (b) who are from special needs groups.

Two targets will be agreed for each programme: a minimum and a higher

target level. The levels chosen will reflect local circumstances.

6.15 A local enterprise company which meets or exceeds all minimum
targets set for it and which meets or exceeds the higher target level on
one or more measure will receive a bonus in the next financial year.
Bonuses are additional to normal programme funding and will be added to
resources in the block for additional activities of the company's choice.
Such resources can be spent on any activity which contributes to the

aims agreed in the 3 year Business Plan.

6.16 It is hoped progressively to adapt other Training Agency
programmes and SDA programmes and projects to this basis. For SDA
project activities where volume and costs cannot be precisely set,
performance will be based on qualitative assessments and the extent to
which projects are being developed to meet identified needs and
opportunities. The aim is to give enterprise companies a tangible
incentive to manage programmes effectively and flexibly, and also to
generate resources which the company can deploy in activities of its own

choosing.

Resources for additional activities of the company's choice

6.17 It is important that local enterprise companies have access 1o
substantial resources to fund their own initiatives, outwith the normal
programmes and projects to which the operating contract will primarily
refer. Such activities should be consonant with the strategy set out in

the company's 3 year Business Plan, and may be aimed either at
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strengthening and expanding existing programmes and services or

providing new and innovative projects.

6.18 Resources for such activities will be made available in a variety of

ways:

local enterprise companies will be encouraged to raise private
sector funds to help pursue their wider objectives. This will

often be the best source of additional funds;

to provide an additional incentive, an Incentive Fund will be
set up, from which enterprise companies will receive resources
(up to £100,000 a year per company) if they can demonstrate
that the incentive resources will lever at least an equivalent

amount of private sector resources;

as indicated above performance bonuses earned through high
performance in the previous year can also be deployed on own

activities.

6.19 Additionally, local enterprise companies will be able to bid for

funding from an Initiative Fund, set up to provide resources for

innovative projects which could not be funded in other ways. To be

eligible a project should be:

ITP270L8

innovative;

able to demonstrate benefits to the Scottish economy as a
whole, and be of direct and particular benefit to the local
economy, whether that benefit is potentially for all who live or

work in a locality or for particular sectors or groups;
consistent with the company's business plan; and
create a new asset, resource or service that will produce cost

effective benefits which are practical and useful, quantifiable

and which would not have been provided otherwise.
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Total resources available will be announced each year. In 1990-91, at
least £1 million will be available. Applications can be for capital and/or
revenue support for up to 3 years. The normal cost ceilings per
application will be £250,000 capital costs, and £100,000 per annum revenue

costs, but applications in excess of these ceilings may be considered if

they are of an exceptional quality, scale or nature. A company may

submit more than one application each year, but, if it does so, it should
rank the applications submitted in preferred order of priority. Prior to
the establishment of Scottish Enterprise approval of projects will be given

by the SDA and/or Training Agency as appropriate.

Underperformance

6.20 If a local enterprise company underperforms, the first response will

normally be to offer advice and support.

6.21 Where a local enterprise company has failed to meet an agreed
minimum performance target the previous year, the local enterprise
company's power to switch funds between the blocks of expenditure might
be limited or suspended to help it concentrate on areas where performance

needs to be improved.

6.22 Where the failure was more serious, a local enterprise company
which failed to meet an agreed minimum target or to observe defined
operating standards would be required to produce an "Action Plan" to
improve performance. The remedial action plan would be drawn up by
the local enterprise company but would have to be approved by the
Training Agency/SDA. Failure to agree or implement the remedial action
plan will result in the termination of both SDA and Training Agency
contracts. In very serious circumstances (eg detection of fraud) the

contracts may be terminated forthwith without any remedial stage.

6.23 Local enterprise companies will be encouraged to link payments to
their own contractors to similar performance measures. Guidance on how

they might do this will be given at a later date.
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Accountability

6.24 In addition to the normal rules on accountability under company
law, a local enterprise company will be formally accountable through its
contract to the Training Agency, on behalf of the Secretary of State, and
to the SDA. Many of the key aspects of accountability have already been

described. The remainder of this section covers the rest.

Financial control

6.25 Local enterprise companies will be responsible for ensuring that

taxpayers' money is used properly in line with the purposes agreed in the

contracts with SDA and Training Agency. In addition to the obligations
imposed under company law, local enterprise companies should have
financial systems and controls including internal audit which ensure the
proper use of public funds. These must provide adequate safeguards
against the risk of misappropriation and make sure that public funds are

only used for the purposes intended.

6.26 These control systems will operate at 3 levels:

(a) within the local enterprise company there must be acceptable
management accounting systems, integrated with the cycle of
business planning and contract negotiation (see Section 4 and
Annex F). All income and expenditure relating to the separate
funding blocks specified in the contract, must be identified in
local enterprise company's accounting records. There must
also be acceptable arrangements for dealing with invoices and

making payments;
for all subcontracts local enterprise companies will be
responsible for assessing whether subcontractors represent a
risk in terms of:

the proper handling of public money;

the delivery of the provision required by the contract.
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for all projects invested in or otherwise assisted, companies
will have to appraise the economic case for the project, and its
financial viability, including the ability of management to carry
it through; and to ensure the sound use of public resources

committed to such projects.

6.27 Local enterprise companies must therefore have a sound system for

financial appraisal and monitoring of subcontracts and assisted projects to

meet operating standards laid down in their own contract.

Annual Report

6.28 Each local enterprise company will be required to publish a synopsis

of its plans each year as well as an Annual Report including audited
accounts.

Monthly reports

6.29 Each month the local enterprise company will send to the Local
Enterprise Company Unit summary data indicating progress towards the
targets and objectives agreed in the plan. All the data required is
likely to be already available to the company for its own internal
management information purposes. Such data will focus on numerical
indicators of financial and output performance (preferably in a standard
format as defined in the contract). Companies are free at their discretion
to augment this with a short narrative report commenting on key aspects
of performance, including factors which are affecting the achievement of

the agreed targets.
Monitoring

6.30 The Local Enterprise Company Unit will keep the performance of the
local enterprise company under review, to check contract compliance and
to assess financial performance and the effectiveness of the systems and
arrangements agreed as part of the Business Plan. Monitoring will also
include a sample of subcontractors and of projects which the company has

approved under the contract.
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6.31 Monitoring will be selective and focus on propriety and whether the
management arrangements agreed in the plan are functioning effectively

and promoting value for money. The aim is to encourage systematic

self-monitoring by local enterprise companies. Their monitoring of

subcontractors should follow a similar approach.

6.32 The Training Standards Advisory Service (TSAS) will provide
advice and an independent assessment of the quality of training in the
local enterprise companies training provision, focusing on youth training

and Employment Training.

6.33 The contract will also provide rights of access to a local enterprise
company and its contractors by staff and advisers acting on behalf of the
SDA and Training Agency, and European Community Auditors in respect

of any funds received from the European Community.

6.34 As part of the contract assessment a full-scale review of the
performance of a local enterprise company will be undertaken once each
year. This will be timed to inform the negotiation of further contracts.
Also local enterprise companies should evaluate their impact on the areas

they serve.

Evaluation

6.35 The evaluation of the local enterprise company's work and services
over a longer period will also be important. A local enterprise company
will be expected to evaluate and to learn from its own performance. This
will enable it to assure itself and the Local Enterprise Company Unit that
it is operating effectively. The information derived should inform future
planning and the local enterprise company's evaluation strategy should

form part of the Business Plan.
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SECTION 7: COMMUNITY LINKS AND ACCESS

7.1 The success of local enterprise companies will depend, in no small
measure, on the support of the community in which they operate and the

links they achieve with that community.

T2 Local enterprise companies will wish to consider the development of
a communications network to let their community know of their work and
to achieve backing for initiatives. Local enterprise companies will

normally be required to:

publish a summary of the annual Business Plan and by

publishing the Annual Report to inform the local community

about its activities.
possible measures for consideration might be to:
hold at least one public meeting each year;
establish an extensive membership by inviting employers and
others from different interest groups to join. Membership

could be by invitation or subscription (see paragraph 3.2);

consult representatives of the community over the preparation

of the Business Plan;

use promotional material and the local media to reach particular

target groups and employers.
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SECTION 8: STAFF AND MANAGEMENT RESOURCES

Operating budget

8.1 A local enterprise company will have a budget block (which may be
supplemented from private funding) to cover management costs. Its size
will vary according to individual circumstances. It will cover premises,
office expenses, office equipment, staff salaries and expenses, staff
training and administration costs such as the publishing of annual reports
and fees for external services such as local economic audits, insurance,

bank charges and auditors' fees.

8.2 The non-premises element of the block will be based on the local
enterprise companies specific proposals in the light of *heir assessment of
what is needed. In formulating those, regard will need to be paid to,

amongst other things, corresponding Training Agency and SDA costs.

8.3 The block will include provision to enable a local enterprise
company to rent or lease premises and office equipment at market rates.
A local enterprise company will be expected to use existing SDA/Training

Agency premises and equipment where possible.

8.4 Once its management budget has been set for the financial year, a
local enterprise company will be able to reallocate any efficiency savings
it achieves within the budget. Subject to the conditions at
paragraphs 6.10 and 8.7 a local enterprise company will be free to decide

how to use such savings.

Systems

8.5 To enable financial and management information to be gathered,

recorded, and transmitted effectively, suitable arrangements will need to

be made for systems and equipment. Further details will be provided in

due course.
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Chief executive

8.6 The chief executive will play a key role in ensuring the success of
the local enterprise company. He or she will be full-time and will be
responsible to the board for the development and delivery of the
programmes, services and initiatives which are the responsibility of the

local enterprise company. A chief executive may be a local enterprise

company director.

8.7 It is for each local enterprise company to appoint its own chief
executive. In the first instance a local enterprise company will be asked
to consider appointing a senior SDA or Training Agency executive.
Should a local enterprise company wish to consider a wider range of
candidates, the post will be advertised both publicly and within the SDA
and the Training Agency in Scotland. The local enterprise company
chairman, a local enterprise company director and a senior official of both
the SDA and the Training Agency will be involved in the selection

process. The management budget will include funds to meet the salary

costs of the chief executive based on the appropriate salary paid at that

level in the SDA or Training Agency. A local enterprise company may

use privately-raised funds and efficiency savings to finance salaries above

these rates.
Other staff

8.8 Until Scottish Enterprise is established, staffing arrangements of
the local enterprise companies will be decided in negotiations between local
enterprise companies, the SDA and the Training Agency. Local
enterprise companies will need staff who have knowledge of their activities
and of the local labour market. Both the SDA and the Training Agency
will offer suitable staff on a secondment basis. Local enterprise
companies will not be obliged to accept secondees, but no management fee
will be paid where suitable secondees have been offered but refused.
Where a suitable secondee is not available, the post will be advertised
publicly. The SDA and/or the Training Agency may at their discretion
opt to be involved in the selection process. The management budget will

include funds equivalent to the appropriate salaries for the grade.
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8.9 Additionally a local enterprise company is free to employ other staff
using its own privately raised funds and to determine the salary and
terms of employment of these employees. Recruitment should be by way

of open advertisement of the posts.

8.10 When an SDA official or a civil servant returns to his or her parent
body or leaves a local enterprise company for other reasons, the SDA or
the Training Agency will normally be responsible for finding a suitable
replacement if the post needs to be refilled. But there will be occasions
when a local enterprise company will wish to fill a vacancy with someone
not from the SDA or the Training Agency and the arrangements outlined

in paragraphs 8.8 and 8.9 above will apply.

8.11 Seconded staff working for a local enterprise company will retain
their normal pay and terms and conditions of employment. Where a local
enterprise company wishes to pay bonuses or supplements over and above
these it may meet the additional costs either from its own privately raised
funds or from any efficiency savings. Such special arrangements will not
be retained if secondees return to their parent organisations. A local
enterprise company should offer secondees an overall package which is at
least as good as the one to which they would have been entitled but
which may contain individual elements which differ from those in the
normal pay and conditions package. A secondee will be able to decide

whether or not to accept such an offer while remaining on secondment.

Staff development and reporting arrangements

8.12 The Training Agency has an appraisal system covering all its staff.
This includes an annual written report which is completed by the
immediate line manager and countersigned by a more senior manager, and

regular appraisal interviews between managers and staff. These appraisal

arrangements will continue for staff who are seconded to work for a local

enterprise company. Where a Training Agency secondee's staff report is
completed by someone who is not a civil servant, the local enterprise
company will be required to allow the person to attend training in

reporting arrangements arranged by the Training Agency.
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8.13 SDA operate a performance related pay (PRP) system in which

targets are set at the beginning of the year and performance is assessed
at the year end and against these targets. For staff on secondment who
operate under this system local enterprise companies would be expected to
complete PRP reports and submit them to the SDA to allow performance
and negotiated awards to be determined. In addition, local enterprise
companies will be required to allow SDA staff to attend staff development
and training courses organised by the SDA where appropriate. In
general the SDA will seek to develop such courses in consultation with

the local enterprise companies where appropriate.

8.14 Appraisal of a seconded Chief Executive will be the responsibility of
the Chairman. The Chairman will also be asked to countersign annual

staff reports of the immediate deputies of Chief Executives.
Staff terms and conditions

8.15 As part of its Business Plan a local enterprise company will
demonstrate its intent to operate a coherent organisational structure and

to treat staff fairly.

8.16 Part of the contract will cover personnel matters, setting out the
standard terms and conditions of employment including arrangements for
flexible working patterns, staff development, grievance and disciplinary

procedures, as well as salary and allowance levels.

8.17 Existing SDA and civil service trade unions will retain their
negotiating rights both for the SDA and Training Agency respectively for
seconded staff.
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ANNEX A

SDA ACTIVITIES TO BE DELIVERED BY LOCAL ENTERPRISE COMPANIES
UNDER CONTRACT

Developing enterprise

This block will cover 2 main areas:

(a) Development planning

Local strategy and policy development to identify

development opportunities.

The identification, design and development of projects and
programmes to help to realise economic development

opportunities eg in areas such as:

business infrastructure;

market and trade development;
urban renewal;

product and process development;

area based initiatives.

These projects and programmes will generally aim to reduce
constraints on development or to fill market gaps not being met by
the private sector. They will often involve the packaging of a
number of other SDA activities and encouraging co-ordination
between public and private sector bodies. A good example of this
approach is the Aberdeen Seafood Project, which involved bringing
together the Agency's powers to advise business, invest in
business, provide property and improve the environment. This
project also involved developing a partnership with the fish
processors, the District and Regional Councils and the Training

Agency.
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Specific attention in this activity should be given to identifying and

developing projects which will have a positive impact on Scotland as
a whole and which complement the broad Scottish strategy developed

by Scottish Enterprise.

(b) Development funding

Providing funding to individual projects (or a programme of
projects) where the returns will not be realised in the short term
or where the broader economic benefits are not reflected in pure
financial terms and where commercial funding is therefore not
available to fully finance the project. These projects and
programmes generally emerge from development planning activity
although the private sector is often the source of specific projects.
In many cases, commercial funding will be available in part and the
use of development funding can and should be restricted to the

minimum amount necessary to enable the project to proceed.

Projects will often require innovative funding packages involving a
range of public and private sector partners. Development funding
will usually be undertaken on a participating basis whereby if any
financial returns do accrue, a share could go to the local enterprise
company/Scottish Enterprise. Where a project or programme is
filling a market gap it will be expected to have a demonstration
effect so that if possible the private sector will move through time
to fill the gap. In all such cases, projects should demonstrate

value for money.

An example of a project funded via development funding would be
the Driltec Centre in Aberdeen which will provide a R and D
facility for companies to help them develop new products and

services that will be exportable.

Another major programme funded under this heading is the Training
and Employment Grants Scheme (TEGS) which provides training to
help local unemployed people in 12 areas throughout Scotland to

develop skills which are in demand by companies.
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Current guidelines for this type of activity include the provisions
that:

grants should not substitute for private funds or other

available public funds;

they should not give an unfair competitive advantage to a

company over a Scottish competitor; and

the project should generate wide economic benefits.

Accommodating enterprise

The sale of a significant proportion of the Agency's property portfolio is
part of a planned change of direction from or emphasis on the direct
provision of property to the facilitation of private provision by means of a
variety of support mechanisms, eg rental guarantees. The operation of
these support mechanisms will become a major part of the property

function.

There is also the direct provision of sites and premises for business
where no other means of ensuring development is available and where the
lack of premises acts as a constraint on the development of an existing
company, start-up, or potential inward investment opportunity. In recent
years direct provision of property has moved away from the provision of
standard advanced units and now usually involves bespoke premises for
specific clients or the provision of specialist or innovative types of
development eg West of Scotland Science Park, Motherwell Food Park.
Within the SDA this activity is currently carried out under guidelines
within which the Agency is required to set rents in line with normal
commercial practice to meet an average return on investment. Rent free
periods can be given within arrangements set out by the Secretary of
State. This function also includes the management of sites and premises

directly provided.
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Renewing the environment

Designing, financing and/or direct implementation of projects to reclaim

derelict land or to improve the environment of an area. While this type

of project will normally be expected to generate economic benefits, they

can also be justified on purely environmental grounds.
Advisory and informing enterprise

Provision of advice and information to companies to enable them to realise
development opportunities. An example of a specific scheme in this type
of activity would be Better Business Services (BBS) which helps
companies to employ specialist consultants to advise on different aspects
of company development. This type of activity also includes the
Enterprise Initiative Consultancy Scheme (see also Annex B) and
activities such as the Business Development Programme undertaken by the
SDA's Lanarkshire and Central Region which targeted a programme of
advice and business analysis on companies with strong growth potential in
the areas. Apart from the provision of these services, they should be

designed to encourage future private sector provision.
Financing enterprise

Providing finance for companies to allow them to develop investment
projects. It can also be used to finance working capital and management
buy-outs and other types of business development activity. These
powers should be used where finance from the private sector is not
available to totally finance the project but where commercial returns are
available. This usually implies a high risk project or one where the risk
is not easily assessed. This type of activity is currently regulated by
Scottish Office guidelines which involve seeking maximum private sector
finance for specific projects and which require an average financial return
on investments. This requirement to make a commercial return in
investment on projects which would not otherwise be funded by the
private sector makes the target market for this type of investment

relatively narrow.
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Urban renewal

The revitalisation of particular local urban areas which for varying
reasons have failed to achieve their potential in terms of the level of
economic activity. Currently, projects in areas such as Glasgow,
Inverclyde and Dundee are designed to identify and promote opportunities
for longer term economic development through fostering collaboration
between private sector companies, local authorities and a wide variety of

local bodies.

A particular example of a programme operated within this heading would
be the Local Enterprise Grants for Urban Projects (LEGUP) scheme which
provides grant support to bring forward projects in urban areas which

would not otherwise go ahead.
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ANNEX B

ENTERPRISE INITIATIVE CONSULTANCY SCHEMES

152 The Consultancy Initiatives which form part of the Department of
Trade and Industry's Enterprise Initiative are at present delivered in
Scotland by the SDA under contract to DTI (and by the HIDB for their
area, under subcontract to the SDA) through a network of Enterprise

Counsellors, directly managed by the SDA Regional Offices.

2. In future, the EI Consultancies will be part of the package of

business assistance which local enterprise companies will have on offer to
local businesses, alongside Better Business Services, Business Growth

Training and other relevant schemes.

(a) When a firm expresses an interest in an EI Consultancy, the
local enterprise company business development adviser will be
their point of contact. He can advise the firm on the
appropriateness of an EI Consultancy, and can help them fill
out their application form which will, in any case, be

submitted to the local enterprise company.

The local enterprise company will then arrange for an

Enterprise Counsellor to visit and conduct a business review.

The Enterprise Counsellor will then advise the local enterprise
company of which consultancy has been recommended, and of
any other service which he considers the firm requires (e.g.

expert advice or information on international standards).

The Enterprise Counsellor will then send the Business Review
to the SDA for checking and for reference to the relevant

Scheme Contractor.

The firm and the Scheme Contractor will then discuss terms of

reference and agree on a consultant to carry out the work.
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Once the consultancy is finished, copies of the report will go

to the firm and to the SDA. This will trigger the return of

the Enterprise Counsellor to make his post completion visit.

The Enterprise Counsellor will report on the results of the
consultancy and on the need for additional help to implement
the project. He will copy this to the local enterprise company,
who can as necessary follow through with further assistance
under the Consultancy Initiative or under some separate

scheme.
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ANNEX C

TRAINING AGENCY DELEGATED POWERS

INTRODUCTION

This Annex provides basic information on the following Training Agency

programmes which local enterprise companies will deliver:

YTS

Employment Training

Business Growth Training

The Enterprise Allowance Scheme

Training Access Points

Open and Flexible Learning Systems
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YOUTH TRAINING SCHEME

YTS aims to provide all eligible young people - including those with
special training needs - with a foundation of broad based vocational
education and training and planned work experience, which gives all
trainees the opportunity to obtain a vocational qualification related to

competence at work.

Eligibility

YTS was extended in 1986 to provide up to 2 years training for minimum

age school leavers, and for the first time to offer the chance of vocational

qualifications or credits to all trainees. It is open to all 16 and 17 year

old leavers who are not in full time education, irrespective of race,
religion, sex or disability. Seventeen year old leavers are entitled to up
to one year's training. The Government have given the guarantee that a
suitable place on YTS will be available to all non-employed young people

who want one, up to the age of 18.

How it works

YTS is delivered through contracts with about 370 Managing Agents in
Scotland who draw up training programmes within national guidelines.
Managing Agents may provide the training themselves or act as
"middlemen", securing off-the-job training (eg at a college of further

education) and related work experience on employers' premises.

EMPLOYMENT TRAINING

The aim of Employment Training is to help unemployed people,
particularly those who have been unemployed for 6 months or more, to
get the skills and experience they need to compete for jobs and to help

employers meet their labour force needs.

It offers a package and practical and directed training for up to
12 months, tailored to meet individual needs and the needs of the labour

market.
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Key features

up to 12 months training for people unemployed for 6 months or

more;

a range of training from basic to high level skills;

assessment of individual needs;

planned programmes of directed and practical training;

special arrangements for people with disabilities and other special

needs;

weighted training allowances with a lead over benefit.

BUSINESS GROWTH TRAINING

Key objectives

to encourage employers to plan and undertake training to achieve

clear business aims;

to promote improvements in the efficiency and effectiveness of

employers' training.

There are 5 options to help businesses succeed through training. They

are:

Kits for better business and training plans
Better business skills for owner-managers

Using consultants to manage change

Tackling skill needs jointly with other companies

How to implement your own innovative training solution.
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ENTERPRISE ALLOWANCE SCHEME

The aim of the Enterprise Allowance Scheme is to help unemployed people

who want to work for themselves, by compensating for the loss of

unemployment benefit or income support when they start up in business.

The allowance is £40 per week, payable for up to 52 weeks, over and

above what is earned by the business.

Criteria

applicants must be receiving unemployment benefit or income support

directly or through another member of the family;

be at least 18 and under 65;

have been unemployed or under a personal notice of redundancy for

at least 8 weeks;

have at least £1,000 to investment in the proposed business;

should work full time in the proposed business; and

the proposed business should be new and suitable for public

funding.

TRAINING ACCESS POINTS

The Training Access Points initiative provides, through local access
points, computer information about local and national opportunities for
training and vocational education, with supporting advice. The aim is to
improve information sources relevant to training and vocational education,
and to raise awareness and increase take up. Contracts are currently let
with a range of public and private sector organisations to facilitate this

information service.
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OPEN AND FLEXIBLE LEARNING SYSTEMS

The Training Agency's work is designed to improve the effectiveness of

training and vocational education systems in meeting the needs of both

employers and individual learners. Work includes:

ITP270L8

disseminating best practice information about flexible learning

systems;

improving the availability of information about open and flexible
learning to increase access to training and to help companies

and individuals take better decisions about training; and

establishing and disseminating quality standards for open
learning materials and delivery, and establishing a framework of

vocational competences for open learning practitioners.
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ANNEX D

CENTRALLY DELIVERED TRAINING AGENCY PROGRAMMES

1l This annex provides information on centrally delivered initiatives in

education:

the Technical and Vocational Education Initiative;

Enterprise in Higher Education

2 It is anticipated that responsibility for TVEI in Scotland will move to
the Industry Department for Scotland in or around April 1991.
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TECHNICAL AND VOCATIONAL EDUCATION INITIATIVE (TVEI)

TVEI was established to explore and test new ways of managing the
education of 14-18 year olds across the whole ability range. It is an
educational initiative run in existing schools and colleges, designed to

give young people a wider, more relevant and practical curriculum, which

will equip them for the future.

Main features

TVEI provides a 4 year curriculum for students aged 14-18 with

progression from year to year. There are clear and specific objectives,

in particular that:

more young people will be encouraged to stay at school and
achieve qualifications and skills that will be of value to them in

their professional/adult lives;
they will be better equipped to enter the world of employment;
courses lead to nationally recognised qualifications;

more emphasis is placed on developing initiative, enterprise and

other aspects of personal development;

there is closer collaboration between education authorities and

industry so that the curriculum has industry's confidence;

programmes should offer equal opportunities to young people of

both sexes, and care must be taken to avoid sex stereotyping.
ENTERPRISE IN HIGHER EDUCATION
The initiative is intended to help higher education institutions develop

more enterprising graduates who are able to take responsibility, be more

responsive to change, can work well with others and who have an
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understanding of the work environment. Higher education institutions

include universities, central institutions and colleges of education.

The initiative builds on the existing work in higher education institutions

to encourage changes in courses of study.

Its main features are:

ITP270L8

the acquisition of enterprising skills should be integrated into
courses of study through more active learning methods

("learning by doing");

learning should be in part through project based activity within

a real economic setting including time and resource constraints;

partnership arrangements should be set up with employers to

help design and implement the programme; and

where appropriate there should be joint assessment by the

higher education institutions and its employer partners.
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BUSINESS PLAN: OUTLINE FORMAT

Section 1:

Section 3:

ITP270L8

Local business and training needs analysis

economic audit;

economic/demographic profile and key skill needs;

small business needs; and

ANNEX E

labour market mismatches and problems to be addressed.

Review of local resources and provision

Government programmes;

other local provision (eg by private sector);

business/education partnerships;

local enterprise agencies and other small business

services;

key organisations and special initiatives; and

opportunities for development and better co-ordination.

Strategic objectives

support

taking into account the economic and skills audit and local

provision and resources, a statement of the strategic objectives

for the 3 year period covered by the Plan, including how the

local enterprise company will work with other key organisations

in the area.
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Section 4: An operating plan for the first year

Programme narratives

For existing business development, youth, adult training, business

growth, enterprise and other programmes, information including:

statement of proposed measurable objectives to be achieved in

the first year;

narrative of activities to be conducted;

programme development; and

budgets (including private sector funding).

New initiatives.

Promotional activities, including promoting training of employed

people.

Working with others.

Section 5: The structure of the local enterprise company

geographic boundaries;

incorporated status;

names of directors;

chairperson, company secretary and chief executive;

arrangements for board meetings;

subcommittees; and

subsidiary companies.
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Section 6:

Section 7:

ITP270L8
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Management and organisation

management systems and functions;

contracting with programme providers;

finance and accounting;

quality assurance;

management information;

marketing and promotion; and

evaluation.

Administration

organisational structure and key job descriptions;

personnel;

staff development;

premises and equipment;

insurance and tax; and

administration costs.
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ANNEX F
PLANNING CYCLE

Each year a local enterprise company will produce a rolling 3 year

Business Plan which includes its annual operating plan setting out

detailed plans for the year ahead. As the first stage in the annual

planning process the Secretary of State will publish in July the
Government's strategic guidance for training and enterprise activities to

be undertaken by local enterprise companies.

2 During the winter months local enterprise companies will be involved
in negotiation and discussion with the Training Agency and the SDA to
reach provisional agreement on plans. The negotiations will take account
of a review of each local enterprise company's performance in the
previous and current financial year. Early in the New Year when details
of Exchequer funding become known (firm figures for the year one and
broad indications for years 2 and 3) plans can be finalised. Contracts

for the following financial year can then be agreed.

The annual planning and contracting cycle will be:

Strategic guidance on priorities, economic
developments and resources will be issued to local

enterprise companies;

August- The local enterprise company prepares a 3 year

November Business Plan, including a detailed Operating Plan
for year one. Proposed Plan is discussed with the
Local Enterprise Company Unit the Training Agency
and the SDA;

December- Plan provisionally agreed and submitted to the

January Secretary of State for Scotland;

February Plan approved by the Secretary of State, the

budget confirmed and contract signed.

New financial year starts.
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4. Special arrangements may be made for a local enterprise company's
first Business Plan where the operating plan begins part way through the
normal planning year which starts on 1 April. In these cases the period

of the first plan will be agreed with the Training Agency and the SDA.
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ANNEX M

LOCAL ENTERPRISE COMPANY UNIT

Remit of the Local Enterprise Company Unit

1 The unit has been set up through existing Training Agency and,

SDA powers to manage the operation of the first local enterprise
companies until Scottish Enterprise is established. The unit will carry

out the following activities:

provide advice and support to prospective local enterprise

companies during the development bid phase;

support Training Agency and SDA during contract negotiation

with prospective local enterprise companies;

co-ordinate contract administration between local enterprise

companies and the Training Agency and SDA; and
performance monitoring and initial evaluation.

2z Until Scottish Enterprise is established the Training Agency and the
SDA remain responsible and accountable for their separate contracts with
local enterprise companies during the development and the operational
phase. The until will co-ordinate contract administration to avoid
unnecessary complication in management relationships and provide a
one-door access facility between local enterprise companies and the
Training Agency Office for Scotland and SDA Head Office (informal
contact at local level between local enterprise companies and the Training

Agency's Area Offices and the SDA's Regional Offices should continue).

3. The unit will be involved in the 3 distinct stages of the local

enterprise company negotiation and approval process.
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(a) Development bid phase

The unit will be available to offer help and guidance to prospective
local enterprise companies to ensure that development bid proposals

fully meet the criteria set out in the Prospectus.
(b) Development phase

During this phase a prospective local enterprise company, once
notified of the award of development funding, is required to produce
a 3 year Business Plan and a first year operating plan. The unit
will keep in close touch throughout the development phase with each
prospective local enterprise company, to provide guidance as
required and to maintain the one-door access with the Training

Agency and SDA. The unit will also monitor. performance and

effectiveness of prospective local enterprise companies through

regular reports and meetings. Where remedial action by any
prospective local enterprise company is necessary during the
development phase, additional support and guidance will be available

from the unit.
(¢) Operational phase

Until the establishment of Scottish Enterprise it will be necessary for
the local enterprise company to operate separate contracts with the
Training Agency and the SDA. During this period the local
enterprise company unit will co-ordinate operational and contract

management issues.
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4.11 pm

The Secretary of State for Scotland (Mr. Malcolm
Rifkind): With permission, Mr. Speaker, I should like to
make a statement. Last December, I published the Scottish
Enterprise White Paper on my proposals to integrate the
functions of the Scottish Development Agency, the
Highlands and Islands Development Board and the
Training Agency in Scotland. I invited comments by 31
March 1989.

I have been delighted by the volume and constructive-
ness of the 420 responses and by the extent of support
demonstrated. In reaching my decisions, I have sought to
build on that support. There was overwhelming agreement
for the principle of creating two new bodies, in which the
functions of the Scottish Development Agency and the
Highlands and Islands Development Board would be
integrated with those of the Training Agency in Scotland.

Many welcomed the name “Scottish Enterprise”, but
some called for the retention of the names “Scottish
Development Agency” and “Highlands and Islands
Development Board”, and there was strong insistence
from the north, whatever title was chosen, to retain the
word “Islands”. We are creating a distinctive new structure
which will be more than the sum of its parts and which
requires a new identity. I have therefore concluded that the
new bodies should be called Scottish Enterprise and
Highlands and Islands Enterprise respectively. The SDA
and HIDB logos are widely recognised, and I see merit in
retaining them to provide an element of continuity, but
that will be for the new bodies to decide, as will the way
that they market themselves abroad.

There was virtual unanimity for the proposition that
the network of local agencies, or enterprise companies, as
we now intend to call them, should have a contractual
relationship with Scottish Enterprise, in keeping with their
private sector focus. The constitution of the companies
means that there are important issues of public
accountability, propriety, control of public expenditure
and value for money to resolve, and I have asked my
officials to seek ways of ensuring that public funds are
properly safeguarded.

In the light of comments received, I am now proposing
a network of 12 companies in the lowlands and eight in the
highlands and islands. I have made available a map
showing the proposed areas for each company, but where
consortia feel that the map that I am proposing does not
fit in with their ideas, I should, of course, be willing to
consider specific proposals for variation. As regards
functions, I can confirm that the full range of statutory
powers that the SDA and HIDB now possess will be
available for Scottish Enterprise and Highlands and
Islands Enterprise, and I accept the recommendations that
the latter should discharge the environmental role in the
Highlands and Islands currently undertaken by the SDA.

[ was impressed by the extent of support for devolving
substantial powers relating to enterprise creation to the
local enterprise companies from the outset, and against
that background, my proposals now involve a major step
in the direction of local delivery of economic as well as
training functions from the start. We shall, of course,
continue the SDA and HIDB policies of withdrawing in
favour of private sector provision wherever that is
practicable and sensible.
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I found it a great attraction as an initial step in the
SDA’s approach that the enteprise companies should
operate within spending limits that would enable them to
take responsibility for the great majority of projects, and
that responsibility for major projects outside those limits
should be retained at the centre. I intend to apply that
principle to both Scottish Enterprise and Highlands and
Islands Enterprise. I intend also that the extent of
delegation to local enterprise companies should be
increased progressively.

The central bodies will have a strong strategic role and
will therefore set the policy framework and monitor the
local companies; design, develop and secure the
implementation of projects and programmes, particularly
in industry and enterprise development with an
applicability across their areas; approve major projects
that fall out with the companies’ competence; and handle
certain functional activities including major investments,
inward investment attracted by Locate in Scotland,
marketing and the design and implementation of major
physical programmes. They will ensure that the
Government’s Great Britain-wide training policies and
priorities are pursued and Government guarantees fully
satisfied. They will also ensure that programmes in support
of enterprise delivered on behalf of the Department of
Trade and Industry are being satisfactorily discharged and
provide central support services.

Local enterprise companies will have the following
functions, depending on their capability and the spending

limits agreed. In the Scottish Enteprise area, large and
strategic projects apart, they will have SDA functions in
respect of the development of property, land reclamation
and environmental improvement projects, advice and

assistance to business, and urban renewal. In the
Highlands and Islands area, the same approach will apply
to the range of HIDB functions. In both areas they will
carry out the range of training functions presently
delivered by the Training Agency’s area offices and seek to
stimulate greater involvement by employers in training.
They will also have the scope to devise specific initiatives
to meet local needs.

There will be differences in approach between the
Scottish Enterprise area and the Highlands and Islands
Enterprise area, reflecting their different population,
geographical and other characteristics, but there will be an
underlying consistency. I have asked officials to work up
proposals to ensure that there is a clear framework within
which the local enterprise companies are to operate, and
that the companies have maximum flexibility, compatible
with public accountability, to tailor their activities to local
circumstances.

In the light of the comments received on two of the
programmes at the interface between industry and
education, I have concluded that the Training Agency’s
technical and vocational education initiative—TVEI—
should now move to the Industry Department for Scotland
and that PICKUP, the professional, industrial and
commercial updating programme administered by the
Scottish Education Department, should transfer to
Scottish Enterprise and Highlands and Islands Enterprise.

The resources for the new bodies will initially be
broadly those that would have been made available in total
to the SDA, HIDB and the Training Agency in Scotland.
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Turning now to management, many have sugge.
that an increase to 12 for the Scottish Enterprise board
would offer considerably more scope, while retaining the
efficiency advantages of a compact board. I propose a
board of not less than nine and not more than 12 members
inclusive of the chairman and the chief executive, who will
be an ex officio member. I propose a similar approach to
Highlands and Islands Enterprise but, in recognition of the
fact that the number of those able to serve will be
circumscribed by distance and sparsity of population, I
propose a 7:12 formulation. There is broad support for
our proposals that two thirds of the board should be
drawn from the private sector and members of both
boards will be chosen on a personal basis, for the
contribution that each can make. We need the best people
in their own right.

With regard to the boards of the local enterprise
companies, we shall wish to see directors chosen for their
individual contribution, reflecting the range of local
interests. Two thirds will come from the private sector, and
there will be a board of not fewer than nine or more than
12 in the Scottish Enterprise area and between seven and
12 in the Highlands and Islands.

However, the bigger the range of local interest that
supports the company the better. I have been pleased by
the enthusiasm expressed by the local authority sector, by
education and training specialists, the voluntary sector
and the trade unions for the objectives of Scottish
Enterprise and their desire to be involved.

As regards staffing. It is important that staff are given
a clear indication about their future. There are three aims
to be fulfilled: Scottish Enterprise should have a single
ethos and staffing structure, as should Highlands and
Islands Enterprise; local enterprise companies should have
as much freedom as possible to choose their own staff and
the arrangements should meet the best interests of existing
staff.

I therefore propose that every member of staff
employed by the Scottish Development Agency should be
offered, three months before the establishment of Scottish
Enterprise, employment on no worse terms with Scottish
Enterprise, with scope for voluntary secondment to an
enterprise company. I propose a similar approach for
HIDB staff, As regards the training agency, every member
of staff employed in Scotland should be offered, three
months before the establishment of the new bodies, the
choice either of employment on no worse terms with
Scottish Enterprise or Highlands and Islands Enterprise as
appropriate, with scope for voluntary secondment to an
enterprise company, or alternatively of secondment to
Scottish Enterprise or Highlands and Islands Enterprise,
with up to three years to decide whether to transfer on the
same basis permanently or to return to Civil Service. I am
sure that the local enterprise companies will recognise the
value of taking most of their staff on secondment terms
from the skilled and experienced pool of existing staff, but
they will also have scope to employ their own staff.

Finally, let me say how I now see the way ahead. I shall
seek an early opportunity for legislation to bring Scottish
Enterprise and Highlands and Islands Enterprise into
being as soon as possible. As there is overwhelming
enthusiasm for our suggestion that it might be possible to
go ahead with some local enterprise companies in advance
of legislation, within the next few weeks I shall be
launching a prospectus which will invite the business
community to form consortia to bid to become local
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e’)rise companies in lowland Scotland. That will be
followed by a prospectus for the highlands and islands.
The companies will operate within existing legislative
powers and within existing public expenditure provision.
The number of consortia to be given the go-ahead at this
time will depend upon the quality of bids. Consortia
throughout Scotland are already making plans in the hope
that the Government will take this approach. Their
commitment has been a major factor in confirming to me
the fact that our proposals for Scottish Enterprise are
soundly based.

It gives me great pleasure to commend to the House
these proposals, which have caught the imagination of the
people of Scotland.

Mr. Donald Dewar (Glasgow, Garscadden): That
statement might be described as hard going; it reminded
me of stirring very thick porridge. The rather natty, glossy
brochure containing the Secretary of State’s statement also
contains a photograph of the right hon. and learned
Gentleman with the legend “The way ahead is clear”. He
could have fooled all of us this afternoon.

I accept that the statement contains important issues
and deals with a part of our economy in which there is no
doubt about the scope for improved performance. But as
the Minister knows, Opposition Members have doubts
about the structure of Scottish Enterprise and the decision
to merge training and the key role of the SDA in one body.

Let me make it clear to the House that those doubts
remain, but there is some evidence in the Minister’s
statement—if one reads it carefully—that he has listened,
and it would be churlish not to acknowledge that. We will,
however, want to be satisfied that the role of Scottish
Enterprise will not blur or blunt the enterprise and
investment role pioneered by the SDA in recent years. If
the Government press ahead, it will be important to ensure
that the enterprise companies are a success and bring
about the revolution in training that is so clearly needed.
We should certainly want to see that achieved.

It is right that the right hon. and learned Gentleman has
agreed that Highlands and Islands Enterprise should be
created on the lines outlined and that the environmental
role should be transferred to it from the SDA.

I welcome the guarantees given to the staff who, I
suspect, will nevertheless face an uncertain period in the
months ahead.

I have one or two specific questions. The new boards
are to be based on private sector involvement, and I note
the Secretary of State’s statement that there is “broad
support” for that principle. I suspect that that is largely
confined to the private sector itself. We now know that two
thirds of the board directors are to come from private
industry. Does the Secretary of State accept that there is
real and understandable concern about the involvement of
other interests? Does he accept that there is a genuine role
both for local authorities and for trade unions? I note that
there were some nods in that direction in his statement, but
will he undertake that the participation of those other
sectors will be a key factor in deciding on the suitability of
a bid?

Will the right hon. and learned Gentleman note in
passing the distinction between local authority involve-
ment as such and simply the recruitment of a local
authority figure to give colour to a board? Will board
members be salaried, as recommended by the SDA in its
representations? Will he also say more about the realities
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of the power structure? We understand that Scottish
Enterprise will monitor the activities of the enterprise
companies locally. Will they be allowed to take over the
assets and investments of the SDA and Scottish
Enterprise, as it will become, as the consortium bidding for
the Lanarkshire franchise has requested?

I understand that there will be a delegation of projects
to the enterprise companies below a certain cut-off point.
What will that be? Will it be roughly along the lines
presently operated for the regional bodies of the SDA?
Will the right hon. and learned Gentleman also comment
on the level of independence in policy making that will be
given to Scottish Enterprise?

In defining the new body’s duties, the right hon. and

learned Gentleman said that it will
“ensure that the Government’s Great Britain-wide training
policies and priorities are pursued and Government
guarantees fully satisfied”.
Does that mean that the Department of Employment, as
the lead body, will lay down all training policy? Will the
local enterprise companies—I believe that this is very
important—be able to tailor employment training and
YTS to local needs? Without that flexibility, many people
will think that all the talk about the practical devolution of
power is no more than a sham.

Will the right hon. and learned Gentleman explain the
remit of the national training task force and how it impacts
on Scottish Enterprise, reporting, as it does, to the
Department of Employment? Will he accept that the test
will be what is delivered? We strongly support a Scottish
solution to training policy, but we are not convinced that
the independence of action that is required has been
wrested from the Department of Employment by those
plans. There must also be a willingness to fund innovation
and local initiatives. Does the right hon. and learned
Gentleman really believe that the present standstill budget,
simply amalgamating the existing budgets, can do the job?

Mr. Rifkind: If my statement was a hard slog, the
contribution of the hon. Member for Glasgow,
Garscadden (Mr. Dewar) was a forced march.
Nevertheless, I welcome the generally constructive tone of
the hon. Gentleman’s comments, and I will respond to his
points.

I am happy to confirm that we see a genuine role for
local authorities and trade unions; I referred to that
specifically in my statement. We hope in the generality that
salaries would not be required by the members of the
boards in question, but there may be particular
circumstances in which some flexibility would be
appropriate, and we will consider them on their merits.

The hon. Member for Garscadden asked whether the
enterprise companies would own the assets currently
owned by the SDA in their localities. We certainly envisage
that they will be able to have effective control of those
assets. Whether the legal ownership should transfer to
them is a more difficult matter, which we are considering
at the moment.

The hon. Gentleman asked what would be the cut-off
point for delegation to the local enterprise companies. I
can confirm that that would be broadly compatible with
the existing delegation that the SDA gives its regional
offices. He asked whether the Department of Employment
would be laying down policy on national training. The
Government will lay down the policy and the Department
of Employment and the Scottish Office will together
determine the national framework of training policy. The
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national task force, to which the hon. Gentleman referred,
answers both to the Department of Employment and to
the Scottish Office in its advisory role. We certainly
envisage that the local enterprise companies should have a
significant flexibility and autonomy within their
frameworks.

It would appear that the only major difference
remaining between the Opposition and the Government is
over the fundamental question as to whether the SDA and
the Training Agency should be merged into a single body.
The hon. Gentleman said that he has doubts about that
structure and he said today, as he has said on a previous
occasion, that the Labour party would prefer two
free-standing bodies in Scotland instead of a single agency.
He is in very lonely company in respect of that view.

The House might like to know that 297 respondents to
the White Paper favoured a combination of the SDA and
the Training Agency into a single agency and only 17,
including the Labour party, expressed the view which the
hon. Member for Garscadden has professed today.
Therefore, the hon. Gentleman will agree that, although he
is entitled to his view, it is not shared by Scotland. The
overwhelming response from right across the industrial,
political and economic spectrum in Scotland supports the
Government’s proposition and disagrees with the view
that was expressed on behalf of the Labour party.

Mr. Allan Stewart (Eastwood): Will my right hon. and
learned Friend agree that the hon. Member for Glasgow,
Garscadden (Mr. Dewar) found it difficult to criticise his
first statement and finds impossible to criticise his second?
I warmly congratulate my right hon. and learned Friend
on spelling out in detail the Scottish Enterprise proposals
which will be warmly welcomed in Scotland. What does he
envisage as the role of enterprise trusts? There is
considerable scope for enterprise trusts to continue their
excellent work under Scottish Enterprise. Will my right
hon. and learned Friend say how they will work?

Mr. Rifkind: Yes, I certainly see a continuing role for
enterprise trusts. As my hon. Friend will be aware, they
essentially deal with much smaller localities, rather than
the larger geographical areas that are covered by enterprise
companies. I have no doubt that the enterprise trusts, as
they have already publicly said, will wish to be involved in
encouraging local consortia to come forward, and be
involved in other ways in continuing to stimulate the local
economy in the constructive way that they have already
demonstrated.

Mr. Tom Clarke (Monklands, West): May I ask a
constituency question first? As it is not clear what local
enterprise companies Strathkelvin district council may be
associated with, will the Secretary of State clarify the
matter? Secondly, as the Secretary of State referred to the
halcyon days when he arrived at St. Andrew’s House as a
young Minister, pro-devolution and all the rest, he might
recall that, at about that time, there was a committee called
the Stodart committee, of which I was a member. Based on
the evidence that it received, it strongly supported the role
of local government in industrial promotion and
enterprise.

Has the Secretary of State received any evidence to the
contrary? Does he accept that many local authorities in
Scotland, including Monklands district council, feel that
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they have a contribution to make, that the Goverl’t
are deliberately ostracising that contribution, that that is
not in the interests of Scottish Enterprise or Scottish
industry, and that the Stodart committee could have told
the Government so?

Mr. Rifkind: On the two points that the hon.
Gentleman has raised, first, Strathkelvin district council
would come under the proposed Dumbarton enterprise
company, and that is made clear on the map that is
available to hon. Members. On the hon. Gentleman’s
second point, his comment is not fair. He will recall that,
in the allocations that we gave local authorities for the
current year, there was a particularly generous increase in
the general services allocation for the purposes of
industrial workshops in their areas. If that was not a
recognition of the contribution that can be made in
matters referring to the local economy, it is difficult to
know what would be.

Mr. Alick Buchanan-Smith (Kincardine and Deeside): I
welcome my right hon. and learned Friend’s statement for
the very constructive and full way in which he has
responded to the representations that he has received. Will
he say a little more about training? Does he acknowledge
that there is not only a shortage of skills but a need for new
skills in Scotland and that, in the midst of all the new
business enterprise, the importance of training should be
given a high priority? Is my right hon. and learned Friend
getting a constructive response from the Convention of
Scottish Local Authorities and the Scottish Trades Union
Congress for his efforts?

Mr. Rifkind: Clearly, training is important. There are
clear signs from the STUC and from the Convention of
Scottish Local Authorities that, despite their original
proposals to boycott the new training scheme that was
introduced by the Government, they will seek to become
involved in the enterprise companies, in the knowledge
that that will involve co-operation in the delivery of
training on the basis of the Government’s current training
policy. I welcome what appears to be a change of heart in
that respect.

Sir Russell Johnston (Inverness, Nairn and Lochaber):
Is the right hon. and learned Gentleman aware that both
his statements have been incredibly long-winded? It
appears that he has a future as a speaking clock, because
the enormity of the statements was barely concealed by the
rapidity of his delivery.

I ask two questions. First, on the availability of
businessmen to ‘serve on the boards that are to be
established, is he satisfied that there are enough competent
people to go around and to make them work properly?
Secondly, on Highlands and Islands Enterprise, is he
satisfied that the differential that can now be provided is
sufficient to make the area genuinely attractive to industry?

Mr. Rifkind: The speaking clock is universally
recognised as both accurate and of great public benefit, so
I am happy to be compared with it, if the hon. Gentleman
chooses to do so.

In response to the hon. Gentleman’s detailed questions,
the original concern or scepticism of some people about
whether the business community would come forward has
been completely overtaken by the evidence now available
to us. Even in anticipation of the statement, consortia
throughout Scotland were already being formed with a
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v.) coming forward as soon as the Government invited
them to do so. That is extremely encouraging. The new
opportunities available in the highlands and islands where,
for the first time, training will be controlled locally by the
Highlands and Islands Enterprise and local enterprise
companies, are a dramatic change in the opportunity for
the north of Scotland to control its own destiny.

Sir Nicholas Fairbairn (Perth and Kinross): May I
congratulate my right hon. and learned Friend on his
excellent statement this afternoon, even if it was a little
complicated and long for the hon. Member for Inverness,
Nairn and Lochaber (Sir R. Johnston) to understand
before he fell asleep? Will he note that the new Perthshire
enterprise venture set up with such enthusiasm in a
partnership between private and public enterprise is an
example of what his policies are achieving? Will he remind
the House again this afternoon, and unceasingly, that
these excellent advantages can be maintained only if we do
not drive away investment—{rom wherever it comes—by
having an Assembly, separation or differential taxation?

Mr. Rifkind: T certainly congratulate the Perthshire
venture. It is an excellent example of the local business
community and others coming together to help the local
economy, and it is to be welcomed. My hon. and learned
Friend’s remarks are also correct. Clearly, anything that
discourages investment is to be deplored and my earlier
statement today on business rates will be another way in
which the potential disincentive of higher taxation will be
removed, to the benefit of our economy.

Mr. Ernie Ross (Dundee, West): Exactly what will
happen to the Dundee project, which is the only example
in Scotland of a one-door approach to incoming industry
within this new framework? It would be an absolute
disaster if the project were simply absorbed into Tayside.
How many of the 297 responses to the White Paper did not
suggest that an emphasis different from the national
emphasis on training was needed in Scotland, particularly
given the experience of the previous mode B young people
who find it extremely difficult to stay in training
employment as it is presently structured?

Mr. Rifkind: I, too, am happy to acknowledge the great
importance of the Dundee project. I sought to make it
clear in my opening remarks that, apart from the matters
delegated to individual enterprise companies, certain
projects would continue to be dealt with by Scottish
Enterprise, either because of their national significance or
because of the size of the resources involved or the scale of
the project. We shall consider existing projects and decide
which should be in that category. Dundee may be one, but
I should not like to come to a conclusion on that without
studying the scale of the resources involved and other
matters.

On the hon. Gentleman’s final point the 297
representations on the White Paper were about the basic
question whether the Scottish Development Agency and
the training agency should combine into a single agency.
Two hundred and ninety-seven said that they should, and
17 said that they should not.

Mr. Adam Ingram (East Kilbride): The Secretary of
State said that his announcement would catch the
imagination of the people of Scotland, but that will not be
the case in the new towns in Scotland. Two weeks ago, the
Secretary of State announced his intentions about the
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future of the new towns. It will be a matter of some
concern in the new towns that no mention was made today
of the relationship or the role of the new towns in these
new enterprise agencies. Will the Secretary of State explain
how the new towns will interface with the new enterprise
agencies? Which body will have responsibility for the
on-going development of the new towns prior to the
dissolution of the development corporation boards?

Mr. Rifkind: I am sorry, but I am not sure that the hon.
Gentleman is entitled to say that the proposals have not
caught the imagination of the people in the new towns,
because as far as I am aware they have been welcomed
there as well. With regard to the precise implications—
[Interruption.] 1 am talking about the responses to the
White Paper. On the precise implications, the new towns
and their successor local development companies may seek
to join a local enterprise company as participants in a
consortium, or may act as sub-contractors to local
enterprise companies to provide specific local economic
development services or, at the instance of Locate in
Scotland, they may contract with Scottish Enterprise
direct to provide sites for inward investment. Therefore,
there are equally exciting and important opportunities for
the new town as well as for the rest of Scotland.

Mr. Mike Watson (Glasgow, Central): Does it not
make a mockery of the so-called consultation process
when, as the Secretary of State has said, after several
hundred responses, it is clear that many of them have been
ignored, and when he confirms that the boards of the local
enterprise companies—as we hear they will now be called
—are to comprise two thirds private sector nominees? Is it
not far more important that the recommendations that
were made in many of the responses to the consultation
process, calling for local authorities, trade unions and the
voluntary sector to be involved, should have been taken on
board, and should that not happen before a Bill is brought
to the House? I noticed that the Secretary of State referred
to the general role of trade unions and local authorities,
but will he spell out what that will mean, because I fear
that that role will be woefully inadequate?

Mr. Rifkind: I am afraid that the hon. Gentleman is
misinformed. There has been a wide welcome for the
principle that local enterprise companies should have
boards with two thirds of the members drawn from the
private sector. That has not been a matter of controversy.
The overwhelming number of representations received has
supported that view. There has also been the view, which
the Government have also accepted, that local authorities
have a legitimate role to play in the enterprise companies.
My statement acknowledged that point. I expect that,
when consortia approach Scottish Enterprise in most of
Scotland, they will come primarily from the private sector,
but I shall be surprised if they do not also include local
authorities, the voluntary sector and possibly trade unions
and others.

Mr. William McKelvey (Kilmarnock and Loudoun):
Will the Secretary of State take steps to ensure that the
mangement boards are not loaded in the same fashion as
the health boards in Scotland have been loaded with
Conservative or former Conservative supporters? Will he
guarantee that a maximum will be set so that only two
thirds of the management boards will be drawn from the
private sector? 1 hope that the members of the
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management boards who are drawn from the private
sector will be Scottish business men who live and work in
Scotland.

On the point about the area enterprise boards
overseeing certain projects, what would the Secretary of
State consider to be a large project that would not
necessarily be in their domain? Can he guarantee—I
should welcome the formation of the enterprise areas a
little less cautiously if he could do this—that the
Cinderellas who have suffered under the redistribution of
SDA grants and moneys before, such as Kilmarnock, will
no longer fail to receive their fair share of the budget that
is available centrally?

There should be two separate training bodies. One
reason why we want a separate body for training is to
ensure that training is properly carried out and, most
importantly, that the business men who so anxiously want
to manage these enterprises have the opportunity to play
their part in what should be proper training. Furthermore,
those who are training should be paid the appropriate
trade union rates.

Mr. Rifkind: I agree with the hon. Gentleman that
industry should be prepared to make its contribution to
the cost of training. That is something that one hopes that
industry will acknowledge and to which it will respond. On
the hon. Gentleman’s point about the membership of the
boards of the enterprise companies, I agree that what we
are looking for are senior figures from Scottish industry
who will be able to make a major contribution to the work
of the enterprise companies in their locality.

The hon. Gentleman asked for an example of a project
which, despite its local impact, might be considered more
suitable to be retained for central control. The Glasgow
garden festival is an example. If the festival had been
coming into existence under the future structure, although
its impact was intended to be within Glasgow, the scale of
the project would have justified its being dealt with by
Scottish Enterprise rather than by individual enterprise
companies. We shall have to consider individual projects
and determine that issue on the basis of such criteria.

Mr. Alex Salmond (Banff and Buchan): Yes, but why
has the Secretary of State maintained the two-thirds
business majority on the boards against calls for a genuine
partnership between the public and private sectors,
especially when those calls have come not just from every
Opposition party but also from the National Federation of
Self Employed and Small Businesses Ltd. and from Mr.
Ron Lander, the chairman of the CBI’s training committee
in Scotland? Does not the fact that the Secretary of State
has maintained the two thirds majority betray the political
bias behind the plans and show that they are a Tory
solution to Tory needs rather than a Scottish solution to
Scottish needs?

Why did the statement make no mention of the
European dimension? Is it not the case that the
Department of Employment processes applications for the
European social fund, which is a major provider of
training funding? Why has that role not been delegated to
the Scottish Office or Scottish Enterprise? In the light of
the Secretary of State’s earlier remarks about the relative
positions of the Scottish Office and the Department of
Employment in relation to training, does he not remember
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that the White Paper announcing these pro,ls
described the Department of Employment as the lead
Department in these matters? Has anything changed?

Mr. Rifkind: It was described as the lead Department
because it is the lead Department. There has never been
any secret of that fact. It would be odd if it were not the
lead Department, given that it covers such a large
proportion of the population of the Unied Kingdom. This
is not the occasion to have a debate on European matters,
but I believe that my statement is free-standing in its own
right.

In response to the hon. Gentleman’s initial points, I
advise him that he should study the representations before
he makes a slight fool of himself——

Mr. Salmond: I have the submissions here.

Mr. Rifkind: In that case, the hon. Gentleman has even
less excuse for the questions that he has asked—
[Interruption.] Yes, indeed, but the two-thirds private
sector ratio has been widely accepted right across the
spectrum of opinion. What people were quite
properly——

Mr. Salmond: What about Mr. Ron Lander?

Mr. Rifkind: The hon. Gentleman refers to one
individual, as if one individual out of 420 should determine
the course of the Government’s response——

Mr. Salmond: Mr. Lander is the chairman of the CBI’s
education and training committee.

Mr. Rifkind: Well, the CBI strongly supports what is in
the White Paper. The fact that the hon. Gentleman has
identified one individual who takes a different view shows
the paucity of his case. The balance that the Government
are proposing in the White Paper has been welcomed right
across the political and industrial spectrum. The hon.
Gentleman may not like that, but I am afraid that he will
have to live with it.

Mr. Norman Hogg (Cumbernauld and Kilsyth): Will
the Secretary of State return to the point made by my hon.
Friend the Member for East Kilbride (Mr. Ingram), and
will he undertake to write to the chief executives or the
chairman of the Scottish new town development
corporations setting out in some detail the precise
relationship between what is proposed and the existing
development corporations? Could he then go a little
further and deal with the question of the new development
companies so that there is absolutely no doubt about the
role of the new towns in the new context?

Mr. Rifkind: Yes, we will happily give such advice to
the new town development corporations. The answer that
I gave the hon. Member for East Kilbride (Mr. Ingram)
related both to the existing new town development
corporations and to the future local enterprise companies.
We shall happily discuss the matter with the new towns so
that there is a clarity of understanding about this matter.

Mr. Charles Kennedy (Ross, Cromarty and Skye): If 1
followed the Secretary of State’s statement correctly, he
suggested that, as well as its training function, Highlands
and Islands Enterprise will take on the environmental
function from the SDA. Will he give an absolute guarantee
that it will have a requisite increase in its finances for both
those functions so that its prime and legislative




1043 Scottish Enterprise

L.opmem role is not undermined or diluted as a result
of the greater range of activity that it will have to
undertake?

Secondly, I stress to the Secretary of State that at the
weekend my hon. Friend the Member for Inverness, Nairn
and Lochaber (Sir R. Johnston), in anticipation of this
week’s statement, met representatives of the CBI in the
highlands and islands of Scotland. [Interruption.] 1assure
hon. Members that it was a perfectly open meeting. Those
representatives of the CBI were exactly the kind of
business men to whom the Secretary of State will be
looking to make this a success. One issue about which they
were anxious was whether this would lead to a diminution
in the almost unique status of the existing HIDB within
Scotland, as it is brought more on a par with Scottish
Enterprise generally, and whether the potential is there for
this to be a long-term disincentive or disadvantage for the
highlands and islands as a whole. Will the Secretary of
State address himself to that, too?

Mr. Rifkind: Yes. We have said that the initial funding
of both the new agencies would correspond to the funding
that currently goes to the various bodies that deal with
those matters. In the case of the highlands and islands, if
one combines, for example, the existing funding of the
HIDB with that of the Training Agency in Scotland, we
are talking of funding of about £50 million. I take the hon.
Gentleman’s point about the environmental aspect. We
essentially wish to start from the position of replicating the
existing funding in the highlands, wherever it comes from,
and that will go to Highlands and Islands Enterprise.

On the hon. Gentleman’s second point, I believe that he
can be greatly reassured, because, far from being to the
disadvantage of the highlands and islands, we are saying
that major areas of policy and resources, which up to now
have been carried out within the highlands from outside,
will in future be determined within the highlands and
islands themselves. For the first time, Highlands and
Islands Enterprise will have many millions of pounds to
spend on training in the highlands and islands—training
which up to now has been run from Sheffield. That will
now be with the local enterprise companies. There is the
point, too, about the environmental functions of the SDA
now being controlled from Inverness rather than from
Glasgow. The hon. Gentleman and his colleagues can
properly recognise what is being proposed as an exciting
and substantial decentralisation of power to the highlands
and islands.

Mr. John McAllion (Dundee, East): The Secretary of
State has tried hard to give the impression this afternoon
of an entirely Scottish approach to the important area of
training. Will he tell us whether the Department of
Employment will continue to have a remit for training
provision in Scotland, and, especially, whether the pilot
schemes for the workfare-type jobs interview guarantee
scheme will continue to go ahead under the Department of
Employment, or whether it will be transferred to Scottish
Enterprise? In any case, whoever has responsibility, will
the Secretary of State guarantee that there will be
comprehensive consultation with the local communities
before implementation of that scheme?

Mr. Rifkind: There will be relatively few residual
functions of the Department of Employment in Scotland,
but, overwhelmingly, its current responsibilities are being
transferred, with the appropriate resources, to the Scottish
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Office. There will be a continuing joint responsibility for
national training standards in the United Kingdom as a
whole, where both Departments will liaise in order to
identify Government policy. Within that national
framework, we accept that, both at Scottish level and in
the various parts of Scotland, there will be substantial
flexibility and local autonomy that has not existed up to
now and will be a major feature of future arrangements.

Mr. Harry Ewing (Falkirk, East): Does the Secretary of
State understand that these are very wide powers, which
have been given to a very small number of people, drawn
from a very narrow band of Scottish society, over a wide
area of Scottish society and highly unrepresentative of
Scottish society? That in itself requires the most extensive
debate. The Secretary of State mentioned public
accountability, but to whom will those local enterprise
companies be publicly accountable? Will it be the local
authority or the Scottish Office and, through the Scottish
Office, the House? The Secretary of State did not mention
Locate in Scotland, possibly because nothing is happening
in relation to it. I would be grateful if he could confirm
that. Finally, if legislation is required—when?

Mr. Rifkind: I shall take the hon. Gentleman’s points in
reverse order. My statement said that I envisaged early
legislation to create Scottish Enterprise. However, even in
advance of that legislation, much will be able to be
achieved under the existing statutory position.

I am happy to confirm that Locate in Scotland is not
affected in any way by the statement. Enterprise
companies will be accountable to Scottish Enterprise in the
first instance and, through Scottish Enterprise, to the
Scottish Office and thereby to Parliament as a whole.

The hon. Gentleman said that those powers will be used
by unrepresentative individuals. I ask him to compare
what we propose with the existing situation and to see
which he prefers. At the moment, the training powers are
carried out by people answerable to the Training Agency’s
headquarters in Sheffield, while the SDA powers are
exercised by officials of the SDA in the localities in
question and are rarely considered in any depth by SDA
headquarters. Compared with the status quo arrange-
ments, a local enterprise company, which consists both of
the private sector, and I am sure of local authorities and
other local interests, will be considerably more represen-
tative and able to identify the needs of the local community
than the existing arrangements, which, of course, have
existed for a good many years.

Mr. Dick Douglas (Dunfermline, West): Will the
Secretary of State acknowledge that one of the intriguing
aspects of discussing this initially with Bill Hughes was the
fact that he suggested that money should be taken down to
the local level? What appears to be happening is that we
are creating multifarious bureaucracies. The real danger is
that money, especially for training, will not get down to
local level. How does he propose to devise a mechanism to
obviate that?

Will the Secretary of State give us some indication of
how those local companies will be registered? Will they be
companies registered by guarantee, and will we,
additionally, have an annual report on Scottish Enterprise
and on Highlands and Islands Enterprise, too, so that we
might have an opportunity of discussing those matters,
appropriately in Scotland? One thing that we should keep
an eye on and ventilate in Scotland is this proposed set-up.
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Mr. Rifkind: [ am happy to pay credit to Mr. Hughes
for the stimulation that he, as well as others, gave to these
ideas. These proposals represent a massive transfer of
resources to the local level. At the moment, the effective
decision on training are taken in Sheffield and those on the
functions of the SDA in Glasgow. We are proposing a
contractual relationship with enterprise companies, which
have been brought out by the local communities, where
they will not be carrying out simply a policy laid down by
Government as agents. We would clearly not attract
people of calibre to carry out someone else’s policy. They
will be given real decision-making powers in important
areas, which is why the business sector and others have
already responded so enthusiastically to what is proposed.
I agree that those matters should be debated and
discussed, for which there will be many opportunities.
What is encouraging is that the public response to the
White Paper has given rise not only to so many comments
from so many quarters, but such a unanimous
endorsement of what is proposed.

Mr. Dennis Canavan (Falkirk, West): When does the
Secretary of State expect Scottish Enterprise to achieve a
reduction in Scottish unemployment to the level which
existed at the time when the Scottish Development Agency
was set up by the last Labour Government?

Mr. Rifkind: The hon. Gentleman will recall that after
the SDA was set up by the last Labour Government,
unemployment—no doubt for other reasons—substanti-
ally increased during the remaining period of that Labour
Government. It increased further during the early years of
this Government, but I am pleased to say that it has been
dramatically falling over the past two years and looks set
to continue to fall. The Scottish CBI’s latest survey shows
substantial optimism in Scottish industry. No doubt that
is because of a clear realisation that the hon. Gentleman is
unlikely to be sitting on this side of the House in the
foreseeable future.

Mr. Bill Walker (Tayside, North): My right hon. and
learned Friend will be aware that Scotland has a unique
history of skill training—that certainly during the
industrial revolution and afterwards, Scotland led the
world in the level of skill training. Will my right hon. and
learned Friend confirm that this new training arrangement
will allow training to be conducted in such a manner that,
if one wished, one could extend the training period to three
years or more to give the opportunities for the levels of
skills that are required to meet the needs of the future?

Mr. Rifkind: We certainly envisage that, increasingly,
Government requirements will not be expressed so much
in terms of the procedure and the detailed way in which
training is delivered, as in terms of output and the results.
If we are satisfied that enterprise companies are producing
the results, the out-turn and the quality of training that is
required, we shall be happy for them to have a significant
flexibility and autonomy as to how they do that
throughout Scotland.
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Mr. Barry Jones (Alyn and Deeside): On a point of
order, Mr. Speaker. May I ask whether you have received
any requests from Ministers to make a statement on the
salmonella outbreak in Clwyd? There is considerable
anxiety on Deeside and throughout that county. I believe
that, before the end of the day, a statement should be made
on this serious outbreak. We need to know whether the
outbreak has affected 48 people in Clwyd, whether there
are 13 hospital cases, whether there is a seriously ill
pensioner and whether children are affected——

Mr. Speaker: Order. The point of order is to me and to
ask whether I have received a request for a statement. The
hon. Member should not go into detail. I must tell him that
I have not had such a request.

Mr. Jones: I was about to say to you, Mr. Speaker, that
there is widespread anxiety in my constituency and in
neighbouring constituencies. We want to know whether
there are enough environmental health officers to assist
locate the seat of the outbreak. We urgently want to know
from Ministers what the Government are doing so that
public anxiety can be allayed. Can you help to establish
whether a Minister from the Welsh Office will come to the
Chamber and make a statement about this serious
outbreak of salmonella? Public opinion demands that that
information be given.

Mr. Speaker: I repeat that I have not had any request
for such a statement. I am sure that what the hon.
Gentleman has said will have been heard on the
Government Front Bench. We never know what might
happen tomorrow.

Mrs. Alice Mahon (Halifax): On a point of order, Mr.
Speaker. You will have heard the Secretary of State for
Health during Question Time yesterday make some
insulting remarks that implied that my constituents are not
fit to vote on whether they want hospitals to opt out of the
National Health Service. Would you examine the record,
Mr. Speaker, and consider asking the Secretary of State
for Health to withdraw those deeply offensive remarks?

Mr. Speaker: I must tell the hon. Lady that I was here
and I did not hear any offensive remarks. In any case, the
time to raise a point of order on a matter like that is when
it occurred, not now. I cannot go back to it today.

Mrs. Mahon: Further to the point of order——

Mr. Speaker: No—I am sorry, the hon. Lady’s
argument is not with me. She will have to find other ways
to take it up.

Mrs. Mahon: Further——
Mr. Speaker: No. I cannot hear it.

BILLS PRESENTED

NUTRITIONAL LABELLING OF FOOD
Mr. Nigel Griffiths, supported by Ms. Diane Abbott,
Ms. Joan Walley, Mr. Harry Barnes, Mr. Andrew Smith
and Mr. Peter L. Pike, presented a Bill to ensure that the
consumer is provided with full and accurate information
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Treasury Chambers, Parliament Street, SWIP 3AG

David Crawley Esq

Private Secretary to the
Secretary of State for Scotland
Scottish Office

Dover House
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SCOTTISH ENTERPRISE

Thank you for copying to me your leitei of 21 July 1989 to Paul

Gray.

The Chief Secretary would like to make two points:

(1)

In his letter of 19 July 1989, your Secretary of State
had undertaken that the statement would contain a
reference along the lines of "We will continue the SDA
and HIDB policies of withdrawing in favour of private
sector provision wherever practicable". You could
add such a sentence into the statement in Page 2
(after paragraph 2).

He would also like to amend the statement (Page 3,
after the last paragraph) more clearly to flag up that
Scottish Enterprise should reduce its dependence on
public funds over time, as agreed by your Secretary of
State on 19 July 1989.

Copies of this letter go to Paul Gray, to the Private Secretaries
of other members of E(A), the Chief Whip and the Leader of the
Lords, and to Trevor Woolley. !

Hown,

s

Cem—
PETER WANLESS
Assistant Private Secretary







10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 24 July 1989

SCOTTISH ENTERPRISE

Thank you for your
which the Prime Minister has seen.

She is now content with your Secretary
of State's revised proposals and with the
terms of the draft statement. She would
however be grateful in 12 months' time for

a progress report and the latest assessment

of the timetable for moving to a target
of 80 per cent by value for delegation to

Taea i

local enterprise companies.

I am copying this letter to the Private
Secretaries to members of E(A), Murdo Maclean
(Chief Whip's Office), Nick Gibbons (Lord
Privy Seal's Office) and Trevor Woolley
(Cabinet Office).

(PAUL GRAY)
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SCOTTISH ENTERPRISE
Thank you for your @ letter of IQ%bout the Scottish Enterprise
proposals.

My Secretary of State was particularly grateful for the Prime Minister's
agreement on the extent to which functions should initially be delegated
to local enterprise companies, and is entirely in agreement about the
desirability of increasing this delegation as quickly as practicable. Given
the need to explore the detailed implications and indeed to discuss the
issues with the local enterprise companies themselves as they are
established, he feels that it would be unrealistic to set any explicit target
at this stage, but I can confirm that he has no objection to trying to
move progressively to a target of 80% by value as soon as possible. He
hopes therefore that the Prime Minister will agree to the inclusion in his
statement of a general commijtment to move decisively in this direction,
but without as yet a specific target. He will of course keep the Prime
Minister informed of progress towards achieving this end.

On membership, Mr Rifkind concurs with the conditions which the Prime
Minister proposes, but does not now propose to include any specific
reference to membership in his statement.
e ,

Mr Fowler will wish to note that the references to Compacts and Training
Access Points have disappeared from this shorter version: but I can
confirm that it is our intention to proceed in the way he suggests in his
letter of 18 July as regards these programmes. On the staffing issues,
the draft statement now reflects my Secretary of State's acceptance of a
maximum secondment period of 3 years for Training Agency staff; and of
a right of return to the Civil Service for such staff. Discussions are
still proceeding at official level on the detailed underpinning (both
manpower and financial) of the proposals; but my Secretary of State
believes that these negotiations are sufficiently far advanced to justify
the forms of words proposed.
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I attach a draft statement which Mr Rifkind intends to make on Wednesday
26 July. I would be grateful for any comments by close on Monday,
24 July.

I am copying this letter to the Private Secretaries to members of E(A),
the Chief Whip, Lord Belstead and to Trevor Woolley.

\Pp DAVID CRAWLEY

Private Secretary

CONFIDENTIAL

EML202L7 Z




CONFIDENTIAL

DRAFT STATEMENT BY THE SECRETARY OF STATE FOR SCOTLAND

With permission, Mr Speaker, I should like to make a statement. Last
December I published the Scottish Enterprise White Paper on my proposals
to integrate the functions of the Scottish Development Agency, the
Highlands and Islands Development Board and the Training Agency in

Scotland. 1 invited comments by 31 March 1989.

I have been delighted by the volume and constructiveness of the
420 responses and by the extent of support demonstrated. In reaching
my decisions I have sought to build on that support. There was
overwhelming agreement for the principle of creating 2 new bodies, in
which the functions of the Scottish Development Agency and the
Highlands and Islands Development Board would be integrated with those
of the Training Agency in Scotland.

Many welcomed the name "Scottish Enterprise"; but some called for the
retention of the names "Scottish Development Agency" and "Highlands and
Islands Development Board"; and there was strong insistence from the
North, whatever title was chosen, to retain the word "Islands". We are
creating a distinctive new structure; and I have therefore concluded that
the new bodies should be called Scottish Enterprise and Highlands and
Islands Enterprise respectively. The SDA and HIDB logos are widely
recognised, and I see merit in retaining them to provide an element of
continuity but that will be for the new bodies to decide as will the way

they market themselves abroad.

There was virtual unanimity for the proposition that the network of local

agencies or enterprise companies, as we now intend to call them, should

have a contractual relationship with Scottish Enterprise, in keeping with
their private sector focus. The constitution of the companies does mean
that there are important issues of public accountability, propriety, control
of public expenditure and value for money to resolve, and 1 have asked
my officials to seek ways of ensuring that public funds are properly

safeguarded.
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In the light of comments received, I am now proposing a mnetwork of
12 companies in the Lowlands and 8 in the Highlands and Islands. I have
made available a map showing the proposed areas for each company. But
where consortia feel that the map to be attached to the final version of
the statement I am proposing does not fit in with their own ideas, 1

should of course be willing to consider specific proposals for variation.

As regards functions, 1 can confirm that the full range of statutory
powers which the SDA and HIDB now possess will be available for
Scottish Enterprise and Highlands and Islands Enterprise; and I accept
the recommendations that the Ilatter should discharge the environmental

role in the Highlands and Islands currently undertaken by the SDA.

I was impressed by the extent of support for devolving substantial
powers relating to enterprise creation to the local enterprise companies
from the outset and against that background my proposals now involve a
major step in the direction of local delivery of economic as well as

training functions, from the start.

I found great attraction as an initial step in the SDA's approach that the
enterprise companies should operate within spending limits which would
enable them to take responsibility for the great majority of projects and
that responsibility for major projects outside these limits should be
retained at the centre. I intend to apply this principle to both Scottish
Enterprise and Highlands and Islands Enterprise. 1 intend also that the
extent of delegation to local enterprise companies should be increased
progressively. The central bodies will have a strategic role and would
therefore set the policy framework and monitor the local companies;
design, develop and secure the implementation of projects and programmes
particularly in industry and enterprise development with an applicability
across their areas; approve major projects which fall outwith the
companies' competence; handle certain functional activities including

major investments, inward investment attracted by Locate in Scotland,

marketing, and the design and implementation of major physical

programmes; ensure that the Government's Great Britain-wide training

policies and priorities are pursued and Government guarantees fully
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satisfied; ensure that programmes in support of enterprise delivered on
behalf of the Department of Trade and Industry are being satisfactorily

discharged; and provide central support services.

Local enterprise companies would have the following functions, depending
on their capability and the spending limits agreed: in the Scottish
Enterprise area (large and strategic projects apart) SDA functions in
respect of the development of property, land reclamation and
environmental improvement projects, advice and assistance to business,
and urban renewal. In the Highlands and Islands area the same approach
would apply to the range of HIDB functions. In both areas they would
carry out the range of training functions presently delivered by the
Training Agency's area offices and seek to stimulate greater involvement
by employers in training. They would also have the scope to devise

specific initiatives to meet local needs.

There would be differences of approach between the 2 areas, reflecting
their different population, geographic and other characteristics. But
there would be an underlying consistency. I have asked officials to work
up proposals to ensure that there is a clear framework within which the
local enterprise companies are to operate, and that the companies have
maximum flexibility, compatible with public accountability, to tailor their

activities to local circumstances.

In the light of the comments received on two of the programmes at the
interface between industry and education, I have concluded that the
Training Agency's Technical and Vocational Education Initiative should
now move to the Industry Department for Scotland; and that PICKUP,
the Professional, Industrial and Commercial Updating Programme

administered by the Scottish Education Department, should transfer to

Scottish Enterprise and Highlands and Islands Enterprise.

The resources for the new bodies will initially be broadly those that
would have been made available in total to the SDA, HIDB and the

Training Agency in Scotland.

CONFIDENTIAL
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‘Tuvning now to management, many have suggested that an increase to 12
for the Scottish Enterprise board would offer considerably more scope,
while retaining the efficiency advantages of a compact board. 1 intend a
board of not less than 9 and not more than 12 members inclusive of the
Chairman and the Chief Executive (who will be an ex officio member). 1
intend a similar approach to Highlands and Islands Enterprise but, in
recognition that the number of those able to serve will be circumscribed
by distance and sparsity of population, I propose a 7 to 12 formulation.
There is broad support for our proposals that two-thirds of the board
should be drawn from the private sector; and members of both boards will
be chosen on a personal basis, for the contribution that each can make.

We need the best people in their own right.

With regard to the boards of the local enterprise companies we will wish
to see directors chosen for their individual contribution; reflecting the
range of local interests; two-thirds from the private sector; and a
board of not less than 9 nor more than 12 in the Scottish Enterprise

area; and between 7 and 12 in the Highlands and Islands.

However, the bigger the range of local interest which supports the
company the better. 1 have been pleased by the enthusiasm expressed
by the local authority sector, by education and training specialists, by
the voluntary sector and by the trades unions for the objectives of

Scottish Enterprise and their desire to be involved.

Now, as regards staffing. It is important that staff are given a clear
indication about their future. There are 3 aims to be fulfilled: Scottish
Enterprise should have a single ethos and staffing structure - as should
Highlands and Islands Enterprise; local enterprise companies should have

as much freedom as possible to choose their own staff; and the

arrangements should meet the best interests of existing staff.

I therefore propose that every member of staff employed by the Scottish
Development Agency should be offered, 3 months before the establishment
of Scottish Enterprise, employment on no worse terms with Scottish

Enterprise, with scope for voluntary secondment to an enterprise

CONFIDENTIAL
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company. I propose a similar approach for HIDB staff. As regards the
Training Agency, every member of staff employed in Scotland should be
offered, 3 months before the establishment of the new bodies, the choice
either of employment on no worse terms with Scottish Enterprise or
Highlands and Islands Enterprise as appropriate (with scope for voluntary
secondment to an enterprise company), or of secondment to Scottish
Enterprise or Highlands and Islands Enterprise, with up to 3 years to
decide whether to transfer on the same basis permanently or to return to
the Civil Service. I am sure that the local enterprise companies will
recognise the value of taking most of their staff on secondment terms
from the skilled and experienced pool of existing staff; but they will also
have scope to employ their own staff for jobs for which no suitable

secondee is available.

Finally, let me indicate how I now see the way ahead. I shall seek an
early opportunity for legislation to bring Scottish Enterprise and
Highlands and Islands Enterprise into being as soon as possible. Given

the overwhelming enthusiasm for my suggestion that it might be possible

to go ahead with some local enterprise companies in advance of legislation,

I shall within the next few weeks be launching a prospectus which will
invite the business community to form consortia to bid to become local
enterprise companies in lowland Scotland. That will be followed by a
prospectus for the Highlands and Islands. These companies will operate
within existing legislative powers and within existing public expenditure
provision. The number of consortia to be given the go-ahead at this time
will depend upon the quality of bids. Consortia throughout Scotland are
already making plans in the hope that the Government will take this
approach. Their commitment has been a major factor in confirming to me

that our proposals for Scottish Enterprise are soundly based.

Mr Speaker, the way ahead is clear. It gives me great pleasure to
commend to the House these proposals, which have caught the imagination

of the people of Scotland.
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EML202L6 2.







10 DOWNING STREET

LONDON SWI1A 2AA

From the Private Secretary 19 July, 1989.

SCOTTISH ENTERPRISE

The Prime Minister was grateful for your Secretary of
State's further minute of 14 July.

On the issue of delegation to local enterprise
companies, the Prime Minister is now content for your -
Secretary of State to work to an initial target of 80 per
cent of projects by number, but thinks that your Secretary
of State's statement should indicate the intention to move
to a target of 80 per cent by value over the next, say,
three years.

On membership, the Prime Minister is now content to

agree to the introduction of this concept, but considers it
should be subject to the following conditions:

(a) membership is not a compulsory requirement, but an
option open to local enterprise companies should they
wish it;

(b) members should not be able to hire or fire the Board of
Directors, or interfere with its decisions;

(c) the membership should have a private sector majority.

Finally, on TVEI, the Prime Minister is content with
your Secretary of State's revised proposal that
responsibility should rest with the Industry Department for
Scotland.

I am sending copies of this letter to the Private
Secretaries to the members of E(A) and to Trevor Woolley
(Cabinet Office).

Paul Gray

David Crawley, Esq.,
Scottish Office.
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The Rt Hon John Major MP .OQ/('L’
Chief Secretary (% (
HM Treasury

Treasury Chambers

Parliament Street

LONDON
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SCOTTISH ENTERPRISE \ "\

~

Thank you for your letter of 11 July fésponding to my memorandum.

—— /

I am grateful for your agreement o my proposals on staffing.
Taking your detailed points in turn:

(i), (@) and (v) I agree that it is important to avoid any
misunderstanding about the exercise and retention of SDA powers.
There is I think nothing between us on the issue of Scottish
Enterprise following through the agreed SDA withdrawal strategies.
But I judge that it is essential that I make clear in my statement
exactly what SDA powers will be transferred to Scottish Enterprise.
This was far and away the main issue of concern arising in the
consultation exercise and I have consistently said that it is no part
of my intention to take away existing statutory powers available to
the SDA (and HIDB). I cannot resile from that line in my
statement. That does not and will not detract from my intention to
set a policy framework for Scottish Enterprise and Highlands and
Islands Enterprise to encourage the exercise of these powers in a
manner which favours private sector provision and requires the
continued disposal of assets. But any fudge on the issue of
availability of powers would put at risk the support which I have
been able to build up around these proposals. By including a
reference in my statement, along the lines of "We will continue the
SDA and HIDB policies of withdrawing in favour of private sector
provision wherever practicable.” I hope that I can meet what I take
to be your underlying concern.

(ii) On funding, it is of course our aim that over time Scottish
Enterprise and Highlands and Islands Enterprise should draw in a
greater proportion of private sector finance. 1 am content to flag
this point in my statement.

HMP199M2. 044




(iv) On New Towns, I am not proposing that the successor local
development companies will be local enterprise companies. They will
be separate entities, but I envisage that they could link to Scottish
Enterprise in 4 ways. Firstly as indicated in the New Towns White
Paper they may at the instance of Locate in Scotland contract with
Scottish Enterprise direct to, for example, provide sites and
premises for inward investment purposes. Secondly, they may act
as subcontractors to local enterprise companies to provide specific
local economic development services. Thirdly, they may join a local
enterprise company as a participant in a consortium. Fourthly, if
improbably, a local development company might choose to extend its
membership, area of operation and functional interests and bid to
become a local enterprise company. 1 shall include a brief reference
in my statement.

(iv) I agree that further work is required on the important issues
of propriety and public accountability, and in developing policy
guidelines for the new bodies. Work is in hand, and my officials
will consult yours as appropriate.

I shall circulate in the next day or so a draft statement in the light of
the comments received, taking on board your various drafting points,
save to the extent that any dilution of existing powers may be inferred
from them.

I am copying this letter to the Prime Minister, other members of E(A), to
Kenneth Baker and to Sir Robin Butler.

MALCOLM RIFKIND

HMP199M2. 044
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Department of Employment
Caxton House, Tothill Street, London SW1H 9NF

Telephone 01-273 . . 5803,
915564 Fax 01-273 5821 »§Z ,
Telex ax !\/ py/\/\

Secretary of State

Qﬁ'cc

The Rt Hon Malcolm Rifkind MP LJ?W
Secretary of State for Scotland

Scottish Office

Dover House

Whitehall

LONDON ~
SW 1 X»—\o—‘ \Y

O“"’“ Ay, < CRNsax

SCOTTISH ENTERPRISE
Proce

Thank you for your letter og/jzﬂﬁly covering a proposal for

taking Scottish and Highlands and Islands Enterprise forward

to implementation. I have also seen th subsequent

correspondence, including the No.10Q ter and your own of

ag/fuly.

The overwhelming endorsement your White Paper has received is
most encouraging, and is mirrored south of the border by the
impressive response we have had from top business leaders
wanting to form Training and Enterprise Councils.

I am sure yo proposals will form a sound basis on which to
proceed. 1In particular I am sure that it is right to give the
local enterprise companies fullest possible delegated respon-
sibilities within strategies devised by business leaders in
Scottish Enterprise for Scottish circumstances, and my overall
framework of training policies. .

I welcome the proposal to give Compacts to Scottish
Enterprise, but wonder whether it would not be better to
locate these essentially local arrangements between schools
and industry at the local enterprise company level. I would
also observe that if you chose Scottish Enterprise for the

R \,/1

% &
TMERD

Employment Department - Training Agency
Health and Safety Executive - ACAS
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Secretary of State
for Employment

delivery of Compacts, it should of course be within the terms
of the general GB policies of guaranteeing young people who
achieve their school targets either jobs with training, or
training leading to jobs. I would not want to dilute this key
aspect of the Compacts.

Also, though this may just be a matter of emphasis, I think
that overall Scottish Enterprise needs to do more than ensure
"delivery of national programmes" and "guarantees"; it needs
to pursue the Government's GB-wide policies and priorities.

A further minor point about responsibilities concerns the
Training Access Points. I am completely content for local
budgets to be devolved to Scottish Enterprise and on to the
local enterprise companies, but work on the national
guidelines, data framework, software and so on, clearly has to
remain at the GB level to be cost effective.

The size of the respective networks of local enterprise
companies must be for you to decide, but since establishing
large numbers of small offices is very expensive, I am sure
you will realise that I would expect SDA, HIDB and the
Scottish Office itself, to share in the costs.

Finally, there is the position of the Department of Employment
staff. I agree with your objectives. However, we must take
care to maintain the motivation and morale of staff both north
and south of the border. With this in mind it would be
helpful if we could give Training Agency staff in Scotland
three years, not two, to reach their final decision as we have
said that the normal expectation of review south of the border
will be three years.

At this stage we have no way of telling how Training Agency
staff will react at the end of their period of secondment
time. By then there would be virtually no Training Agency
presence in Scotland. The offer of other Civil Service jobs
would be much more credible and deliverable if it applied to
Jobs in both the Departments of Employment and the Scottish
Office. To give both our Departments an incentive to do this
I must ask that, in addition to offering jobs in both
Departments, we reach a firm understanding that we share any
costs which could arise.

CONFIDENTIAL




CONFIDENTIAL

Secretary of State
for Employment

I have already suggested that our officials discuss the detail
of this staffing package, and they now need to prepare the
staff communications that will need to follow immediately on
the day of your statement.

I am copying this letter to the Prime Minister, other members
of E(A) and to Sir Robin Butler.

SO

NORMAN FOWLER
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PRIME MINISTER

s'

SCOTTISH ENTERPRISE

Malcolm Rifkind is planning to make a statement next week
setting out his detailed proposals for Scottish Enterprise in

the light of reactions to last December's White Paper.
—-\

You saw his earlier proposals ten days ago, and following

advice from Andrew Dunlop authorised me to minute out raising

five queries. These are set out in my letter at Flag A.

Malcolm Rifkind has now minuted back commenting on these
points (Flag B). I have marked on his minute the sections
dealing with points (i)-(v) in my letter. He has agreed to

your comments on points (iii) and (iv) but is still pressing

something close to his earlier approach on the other three
\———_

points.

Andrew Dunlop has provided further advice at Flag C. He urges

you to continue to take issue with Malcolm Rifkind on the

Degree of decentralisation.

Malcolm Rifkind wanted 80 per cent of projects by volume to be
e N, e —
dealt with by local enterprise companies. He now proposes

supplementing this with a further statement that the extent of

delegation will be progressively increased over time. Andrew

Dunlop pointed out earlier that 80 per cent of volume implies
only 30 per cent by value; he continues to recommend that you
should " oress for an explicit target of 80 per cent by value,

and ask Malcolm Rifkind for detailed proposals on how he

intends to achieve this. ﬁgﬁFiﬁﬁ

A possible intermediate approach would be to accept 80 per
cent by volume initially, but to press Malcolm Rifkind to beef
up his statement on the future by spelling out a target of

moving to 80 per cent by value over the next, say, three

——

years. ( /7
/%?\Lu/ /\/\A
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Membership.

Andrew Dunlop is concerned about the introduction of the

concept of membership of local companies in addition to boards

of directors. Malcolm Rifkind now says there is no intention
of making the membership concept obligatory. Andrew's
recommendation is that you could now agree to the concept of

membership but with a number of tight conditions:

it is not compulsory
members' rights in relation to boards of
directors are constrained
membership should have a private sector majority.
{)lmuf(fvu(/
TVEI.
Malcolm Rifkind originally suggested responsibility for TVEI

e ——
should be vested in the Scottish Education Department. You

suggested Scottish Enterprise. Malcolm Rifkind now suggests
the Industry Departmeng for Scotland, but Andrew Dunlop

recommends you continue to press for Scottish Enterprise.

Conclusion.

(a) On the degree of decentralisation:

- do you want to stick to the explicit target of
80 per cent by value and press Malcolm Rifkind for

detailed proposals on how to achieve this?

or

do you want to accept an initial target of 80 per
cent by volume but press for a statement that a
target of 80 per cent by value will be achieved

over say, three years?
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(b) On membership, content to agree the concept subject to

Andrew Dunlop's proposed conditions? :
%

[ /J
(c) On TVEI: / i

- do you still want to press for responsibility to

be vested in Scottish Enterprise?

or
content to accept the Industry Department for

Scotland?
2

CA

@L,.( 6

Paul Gray
18 July 1989
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SCOTTISH ENTERPRISE

Malcolm Rifkind's note offers welcome reassurance on the
issues of pay, senior appointments and the network map.

But he is still arguing the toss on the three other issues
you raised with him. If the radical thrust of the initiative
is not to be lost, you will want to press him further on

these issues.

1 Degree of Decentralisation

This is crucial to transforming the existing bureaucratic,
corporatist culture into an enterprising one. This more
than anything else will help to deliver Thatcherism in the

economic field.

The Scottish Office are still arguing that the bulk of projects
by value should be handled from the centre. Their arguments

are not very convincing.

First, accountability. The same principles apply whether

local companies have control of 80% of project money or
just 20%: tight performance targets and effective monitoring

systems are still required.

Second, strategic effectiveness. The Scottish Office argue

that the central Scottish Enterprise body must retain its
existing ability to provide factory space and industrial
finance, and to carry out environmental renewal. They argue
that these functions are essential to attracting inward

investment. But:




the government's intention, as John Major's letter
points out, is that the SDA should be divesting itself

gradually of its industrial property and investments;

there is no intrinsic reason for the retention within
the public sector of a central core of environmental
renewal expertise. Why not privatise this function
too? The local enterprise companies could then buy
in the necessary expertise to help manage complex

projects;

it is right that Scottish Enterprise should continue

to be the single body to market the attractions of
Scotland for inward investment purposes. But there

is no reason why it must also deliver every element

of the final package that is offered to inward investors.
Local enterprise companies could deliver elements

of this on the basis of competitive bids. Scottish

Enterprise would merely have a co-ordinating role.

Recommendation

(a)

Stick by your suggestion of an explicit target

of say 80 per cent by value for projects to be

carried out by local enterprise companies.

Ask Malcolm Rifkind to report back to you with
his detailed proposals on how he intends to achieve
Ehids

2 Membership

Malcolm Rifkind's note suggests that there is no intention
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