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Rationale  

The establishment of Scottish Enterprise was primarily driven by political factors, and reflected 
the then Conservative UK government‟s dissatisfaction with Scottish Enterprise‟s predecessor, 
the Scottish Development Agency. The business rationale given at the time in 1991 was that 
Scottish Enterprise would integrate economic development with workforce training (the national 
training agency was also incorporated in the new organisation), enable more private sector 
participation and leadership in economic development, through the structure of the LEC Boards 
and bring a greater degree of local knowledge and focus to economic development, through 
delivering services primarily through the LECs. 

Description of the approach  

The purpose of this learning model is to illustrate the dynamics and tensions between national 
and local delivery of economic development services, and how these can change over time. 
Scottish Enterprise was established in 1991 to provide a full range of economic development 
support to lowland Scotland. Scottish Enterprise succeeded a number of predecessor 
organisations that had existed in Scotland since the 1950‟s to stimulate economic restructuring 
and growth. Scottish Enterprise‟s current annual budget is around £450 mn, and it is 
responsible for a very full package of economic development interventions: support for new 
starts and SME growth; attraction of FDI; workforce development; and urban regeneration. 
Around 70-80% of Scottish Enterprise‟s budget is delivered through a network of 12 (originally 
13) Local Enterprise Companies (LECs) covering the main regions of Scotland. These are now 
subsidiaries of Scottish Enterprise, though were originally established as separate, albeit 
publicly-funded, companies. Each LEC has its own Board, chaired by a local business person 
and with a majority of private sector representatives. 

The overall structure therefore comprises a national agency, Scottish Enterprise, which holds 
the overall budget and is accountable to the Scottish Executive devolved government, and a 
series of subsidiary companies that draw from the national budget to deliver services in their 
local areas. Scottish Enterprise nationally sets the overall strategy, priorities and targets as well 
as retaining responsibility for delivering certain activities. The LECs must commit to agreed 
contributions to national targets, work consistently within nationally agreed priorities and service 
standards, while tailoring their services to the particular needs of their local area. In addition, 
each region of Scotland has other local agencies that deliver services relevant to economic 
development. These include the local authorities, Chambers of Commerce, and private sector 
agencies. It is common for the LECs to contract with such local agencies to deliver certain of 
their services, for example SME support. There is therefore an additional, local dimension of 
interaction between different agencies. 

                                                      
1
Source: Andy Pike (2007), in “Strengthening Entrepreneurship, Innovation and Economic 

Development at Local Level”. OECD LEED Trento Centre. 
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Relevance of the approach 

The rapid increase in interest and activity in the general area of economic development in many 
countries have been accompanied by the establishment of a wide range of organisations 
involved in the process. These are active at national, regional and local level. Improved 
connections and consistency between them have been identified as important areas for 
improvement going forward. The Scottish experience provides a relevant comparison.  

The specific relevance of the Scottish Enterprise network lies in how it has dealt with the 
interconnection between national, regional and local delivery of SME and other economic 
development services, balancing national and local priorities, determining what services should 
be best delivered at each level, and managing the organisational challenges of the wide range 
of agencies involved. This links to the main report‟s policy recommendation to achieve a clear 
and effective balance in the decentralisation of authority and resources to the regional and local 
level.  

Reasons for success or failure 

In the early stages of Scottish Enterprise, the LECs were afforded a large degree of autonomy. 
They prepared their own annual strategies and bid competitively to Scottish Enterprise for 
budget allocations. Scottish Enterprise retained responsibility for national strategy, FDI 
attraction and impact monitoring. But it exercised this responsibility with a relatively light touch. 
As a result, the LECs were able to build their own reputations, contacts and, in some cases, 
brands within their regions. This brought a number of benefits: clear identification of local needs 
and priorities; partnership working with other local agencies; strong visibility within their regions, 
making contact and access to services relatively easy; and, ability to focus on projects and 
activities of most relevance to their area. Some disadvantages were also evident, however, 
including difficulties in agreeing the right balance between national and regional priorities, 
development of duplicating and overlapping services in each region, causing confusion for the 
businesses being supported, inconsistent quality and terms of service, inefficiencies in 
administration budgets and tensions between national and local management. 

From around 1999 onwards, more control began to be exercised from Scottish Enterprise 
nationally. The LECs became subsidiaries of Scottish Enterprise, rather than separate 
companies. Their budgets were allocated centrally, rather than negotiated annually. 
Performance targets and measures were set by Scottish Enterprise nationally, and common 
standards enforced for organisational structure, products and services, and branding. Shared 
administrative services were established. On the positive side, this led to a more strategic, 
national approach. Common standards of service and more consistent communications were 
possible, and customer expectations were clearer. Less positively, the change reduced local 
innovation and sensitivity, reduced the influence of LECs (and therefore economic 
development) in local partnerships, increased many aspects of administration through more 
detailed monitoring and performance measurement, and caused tensions over responsibility for 
major projects or programmes that had a national impact but a local presence. 

In summary, the experience of Scottish Enterprise and the LECs illustrates that there is no 
single „correct‟ balance between national and local delivery. The pendulum will swing from one 
to another, depending largely on political factors. A broad framework of a clear national strategy 
and consistent quality standards combined with local knowledge and partnership capacity does 
however offer a potentially powerful delivery model for economic development interventions. 

The obstacles that were faced and the quality of the response taken  

In the early stages of Scottish Enterprise and the LECs, it proved difficult to recruit local 
business people to join their Boards, particularly those who could operate effectively in a non-
executive capacity. It also proved challenging to recruit staff of a consistently high quality across 
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all regions, with the larger cities and regions proving more attractive. Building local partnerships 
also proved difficult in some areas, with many local authorities mistrusting what they perceived 
to be unelected and unaccountable agencies. These challenges were met only in part in most 
regions, and continue to be evident even 15-16 years on from Scottish Enterprise‟s 
establishment. In the later years, with the shift to more central control and direction, the process 
of change was hindered in many regions by political disputes over control and responsibility. 
The scale of change in itself became a major bureaucratic exercise, and diverted considerable 
time and resource from service delivery. This demonstrates the risks of allowing too inflexible 
and entrenched an approach to delivery to become established, as the timescale and cost of 
change detract from the core purpose of supporting economic growth and can alienate the 
business community that is seeking support. 

Considerations for adoption of this type of approach  

The Scottish experience suggests that no single, fixed model is appropriate when determining 
the correct balance between national, regional and local delivery. It is however advantageous to 
have a clear national strategy, which each region takes responsibility for making a contribution 
to. It is also beneficial to design consistent services to business at a national level, so that 
SMEs and others know what to expect and that wasteful competition across regions is avoided. 
Actual delivery of SME services tends however to be more effective when driven at the local 
level. Knowledge of local businesses and their needs will be better, access for SMEs will be 
easier, and the building of the partnerships needed with other local agencies will be more 
effective. Combining the best of national strategy and consistency with local delivery and 
accountability, within structures flexible enough not to require disruptive change when 
adjustments are necessary, is a challenging objective but a potentially powerful approach to 
SME support. 

 
Contact details and website for further information 
 
Scottish Enterprise: 
 
Web-site:                     www.scotent.co.uk 
Address:                     5 Atlantic Quay, 150 Broomielaw, Glasgow G2 8LU, United Kingdom 
Telephone number:      +44 141 248 2700 
Fax:                            +44 141 221 3217 
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