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[The Deputy Presiding Officer opened the meeting at 10:00]

Running a Business in Scotland

The Deputy Presiding Officer (Murray Tosh): First Minister, minister, colleagues and our guests, welcome to the second session of the business in the Parliament conference. Those who were able to join us yesterday evening will agree that we have already got off to a lively and interesting start. We are all looking forward to a valuable and stimulating exchange of views today. 

As most of you will be aware, this conference is a joint venture between the Scottish Parliament, led by its Enterprise and Culture Committee, and the Scottish Executive’s Enterprise, Transport and Lifelong Learning Department. This is the second time that we have had one of these events—although it is the first time that one has been hosted in this building—and they have already become a major opportunity for members of the Scottish Parliament from all political parties to engage with businesspeople. It is a sign of the value that we already attach to this event that around 100 MSPs have taken the chance to nominate a speaker or a guest from their local business community. That helps to build bridges between politicians and their local businesspeople as well.

The theme of this year’s event is business growth, which is the focus of the Enterprise and Culture Committee’s major inquiry for the year. 

From yesterday’s session, we saw that a range of issues are very much on your minds and will doubtless appear today. The discussion between Willie Haughey and Adam Crozier touched on issues such as skills shortages, infrastructure, international issues and a range of other topics that I am sure we will touch on today.

For the Parliament and the Executive, this is a listening event; the bulk of the conference will be given over to people from the world of business and it is your opportunity to inform Government and politicians of your priorities.

I ask the First Minister, the right hon Jack McConnell MSP, to come forward to the lectern and address the conference. 

10:02

The First Minister (Mr Jack McConnell): I thank everybody who has helped to organise this important conference and thank all of you for being here. I am particularly glad to see many members of the ministerial team, what I think is an increased number of MSPs compared with last year and a conference that is twice the size that it was last year. I hope that we are going to make twice the impact as well.

I thank also all of those who are here today who, despite the pressures of running a business, also serve on public bodies in Scotland. Whether people become involved in a local enterprise company, a college board or one of the many other public bodies, taking a stab at public life in Scotland is not always the easiest of choices, but we are very grateful for all that you do in giving up your own time to help to ensure that others have better opportunities in the future.

I also take this opportunity to thank all those who are here today whose donations—large and small, local and national—make such a difference to charities and good causes in Scotland. I think that there is a new mood of increased philanthropy in Scotland today and that can only be good for our society in the years to come.

As I watched the reception last night, I noticed how much wine was being consumed and I thought, “The worst thing that I can do tomorrow morning is to stand up and give a detailed list of statistics relating to Scottish business and a list of the Executive’s achievements and plans for the future because these guys are likely to fall asleep.” However, I hope that what I have to say is a little bit more interesting than that.

There are two opportunities at an event like this. One is to talk about our business agenda, our agenda for the Scottish economy and our agenda for Scottish growth and the other is to lay out a wider vision, which is what, in opening the conference today, I will spend 10 minutes doing.

The dialogue between the Scottish business community and Scottish politicians has never been better in both quantity and quality. That dialogue is having more of an impact than ever before. I hope that you agree that, in the course of that dialogue and as the six years of devolution have progressed, we have listened more and more.

As a result of all that dialogue, we are investing more in transport than we have ever done before—I think that the figure is £1 billion this year and each year in the years to come—focusing on direct air routes, which were raised time and again by business in Scotland in the early years of devolution. That has made a significant difference to the number of times that people can travel elsewhere without going through London or another location.

The investment in education—not just the investment, but the changes in education—are a direct result of that dialogue, too. Those changes include the increase in modern apprenticeships; the focus on enterprise education and engagement with the business community in delivering that; support for our universities and our colleges; and, crucially, the changes that will increase and improve vocational training for young teenagers in Scotland and give them a non-academic option that will provide them with a more fulfilling start in life that is more likely to be successful.

The changes at Scottish Enterprise and the significant improvements at VisitScotland are both a result of that dialogue, too. I hope that the new focus, the level of ambition and the level of support that those organisations and others have indicate our serious approach to the agenda for economic growth and support for key sectors.

Our focus on population and skills did not come out of blue sky; it came from the direct experience of businesses in Scotland that wanted more skilled people in this country and some of the skills gaps to be filled by those from elsewhere. 

Broadband has been expanded. Our critical new planning proposals, which the Parliament will discuss this winter, are designed to ensure not only that communities have a more effective say, but that the businesses of Scotland that submit planning applications have those applications properly decided on time, efficiently and effectively by planning authorities. If that legislation succeeds in the next legislative year, we will create a new regime that will be the best in the United Kingdom and perhaps far beyond.

Finally, this week we announced our decision on business rates. I hope that that is another reflection of the fact that, at the right time, when the resources were available, we were prepared to make a change, not only to level Scottish business rates with rates elsewhere in the UK but to provide additional incentives for companies in Scotland that are prepared to invest in the future. We will produce detailed proposals on that in the weeks ahead.

As a result of dialogue, I hope that we have also accepted more responsibility—the responsibility to show not just leadership, but a culture of enterprise and ambition, and the responsibility to ensure that when we talk about productivity in the private sector, we are also prepared to accept the responsibility for productivity and efficiency in the public sector and for promoting Scotland’s international image. I will say a little more about that in a second.

In this fantastic chamber in this outstanding building, which I and others were sceptical about for many years but whose benefits for Scotland we now see in promoting our status and ambition as a modern European nation through the symbol of our Parliament, our objective is to use the actuality of the Parliament and the powers that we have to make a difference, to give Scotland a competitive advantage and to give young Scots the best start in life.

We face many challenges. We face local challenges, such as crime and antisocial behaviour, the breakdown in communities that permeates far too many parts of Scotland and the 30,000 young Scots who are not in employment, education or training despite highest-ever employment levels. If we do nothing about the problem of that group that is excluded from society, we will stoke problems for the future.

We have national challenges—whether they are from the past, such as sectarianism, or very much of the present, such as our public health and lack of exercise, the problems in our diet and the problems of smoking and alcohol abuse. There are global challenges. Manufacturing worldwide has become more and more competitive in faraway places that were not even on our radar screen not too long ago. Increasingly, we face challenges in skills, in services, in knowledge and in ambition from places that will compete with us on our own terms in the 21st century, in addition to competing with where Scotland perhaps once was in manufacturing.
We cannot allow those challenges to hold us back. Some of them have held us back for far too long. We need to say that those challenges are not too difficult; those challenges should not lead us to become more parochial, to close our doors and to shut up shop. Our response must be to look at incentives, not restrictions; we must be open and welcoming to ideas and people throughout the UK and from far beyond it. We must say that the only solution is to be the most innovative and creative part of the UK and indeed beyond the UK too.

We in this Parliament no longer leave the promotion of Scotland to the rest of the UK, which we perhaps did in the past. We will use the Parliament, devolution and Scotland’s modern success to promote Scotland’s international image. We are no longer afraid of immigration and of other cultures. Instead, we will attract fresh talent and promote and celebrate diversity as a good thing for our society and for our economy. 

We will no longer accept Scottish schools as they are and accept the Scottish cringe as being inevitable for all Scottish youngsters. Across the country we have 20 schools of ambition that are all ambitious to transform themselves completely and to give their youngsters a better start in life. We are freeing up the curriculum and giving professional teachers the chance to use their judgment, skills and knowledge to ensure that young people can take up the opportunities that might exist for them. 

Determined to succeed, the enterprise in education programme, is envied not just elsewhere in the UK but far beyond it. It is bringing ideas of enterprise and ambition to every youngster in Scotland in primary and secondary schools. We do not want Scottish youngsters to be told ever again that they should not have ideas above their station. We want them to believe that they can be all that they can be. 

Our universities are no longer afraid of the future; they are now beating the best. We want to ensure that they continue to do so. We no longer have the promotion of inward investment, trying to rely on others to create jobs here in Scotland. Instead, our international focus is increasingly on exports and joint ventures and on growing Scottish companies and giving them chances abroad. 

We no longer rely on the public sector to pick up the pieces whenever the problems of society become too hard for us. We are determined to have greater public sector efficiency. At the same time, we demand increased productivity in our private sector. 

We no longer glory in the past, but we are building on it. We are building a modern image for Scotland that can make us successful the world over.

Critically—and this is, I think, the most significant change of all—we no longer have a brain drain out of Scotland. Six years ago, when this Parliament was created in its original home, 79 per cent of young Scottish graduates stayed in Scotland; today, the figure is 89 per cent. That is a remarkable increase in six years, but it is only a start. 

However, the limits of young Scots’ ambitions should not be to stay and work in this country; we want them to go elsewhere to get new ideas. We also want to attract those from elsewhere to come here. That is why the report last year of a 26,000 increase in our population—15,000 from elsewhere in the UK and 11,000 from outside the UK—is so significant. The attraction of Scotland as a location for new people—bringing people into this country rather than draining our best talent away—will make the biggest difference for Scotland in the years to come. 

In starting off the conference this morning, I assure you that when I said in the chamber on Tuesday that we were no longer going to talk about Scottish solutions to Scottish problems but about Scottish success through Scottish ambition we meant it. We will continue to listen to and to support a culture of enterprise and to support Scottish businesses. We will continue to tackle underperformance in Scottish education and will invest in reform to ensure that our education at all levels is as good as it can be and can again become the best in the world. 

We will tackle the national problems of crime and ill health, but we will also ensure that we use our best assets. And our best assets in Scotland have always been and will always be our people; our reputation for trust; our ability to enhance our skills and our knowledge; our reputation worldwide; and our creativity and innovation as a nation and as individuals. They have stood us in good stead in the past. 

We will use devolution to promote Scotland as a modern, dynamic country with a fantastic past but with a significantly better future to come. However, one thing that I want to say is that that responsibility is shared beyond this chamber. I hope that I can get away with saying this as part of this dialogue today, but it seems to me that those who are active in the business community in Scotland can play an enormous part in achieving that success and realising that vision.

The youngsters in those schools that are taking part in the determined to succeed and schools of ambition programmes need role models—models of success, ambition and leadership—who can encourage them to want to go on to make progress not just in business but in other walks of life as well. Those youngsters who want to volunteer and to give something back to the community need the support of the business community so that they can be secure in the knowledge that in doing so they will enhance their employment prospects rather than diminish them.

We talk about celebrating success across Scotland, but that should be done not just by politicians but by our local leaders, our business leaders and those in the community who are already successful, both nationally and internationally. We need to create a culture of success. Please be part of that: encourage it, and talk it up. Make sure that young Scots know that, if they want to succeed and are successful, they will be praised not criticised and will get the opportunity to succeed again and to build on that for the future.

There are those who say that I am mad to talk about Scotland being the best small country in the world but, for me, that is a positioning statement. That is where we want to be. The more we say it, the more we believe it; and the more we believe it, the more we can achieve it.

In Scotland, we have a fantastic range of assets. A glorious national effort is starting to emerge across all sectors of our public and private society. I hope that today’s conference will help us to build on that. I wish you well in all your discussions. Thank you.

The Deputy Presiding Officer: Thanks very much, Jack. The rest of this session will be given over to hearing from four of Scotland’s leading businesspeople, who will give us their view of the challenges of running a business.

10:16

Ms Janette Anderson (First Engineering Ltd): Good morning, my name is Janette Anderson. I am the chief executive of First Engineering Ltd, which operates in the transport sector. Let me start by saying a few words about that.

Improvements to transport infrastructure provide a safe, accessible and more successful Scotland. That statement was originally made by the current Government, and I happen to agree with it.

I will share some statistics with you. Last year, just under 69 million passenger journeys were made on First ScotRail services. That figure is up by 40 per cent on the 1994 figure. The busiest station in Scotland is Glasgow Central, with more than 23 million passenger journeys. That is followed by Edinburgh Waverley, with 12 million passenger journeys, and Haymarket, which was just behind that.

Our airports had 23 million people pass through them last year. That figure, which is up by 91 per cent on the 1994 total, is the highest level ever recorded. It appears that there would be some merit in linking our train stations with our airports.

As for freight, just under 10 million tonnes of freight travelled on Scotland’s railways last year. However, that number has remained static. That concerns me, because an average freight train takes 50 lorries off the roads each year, so we need more of that.

Finally, our ferries carried 6 million travellers last year, which is up 3 per cent on the previous year. Given those statistics, I am sure that delegates will agree that transport is quite a significant sector in which to be involved.

As for First Engineering, what does it do? We are a railway contractor, so we build railways. We are a United Kingdom-wide business that has about 10 per cent of the market. Currently, our turnover is £200 million and we employ 2,000 people. We are headquartered in Glasgow, but we have offices throughout the UK. In the past few weeks, we have also opened an office in Dublin, where we are delighted to have won our first contract for Irish railways.

The key challenge for First Engineering is to grow our business by 15 per cent a year. We are not emotionally attached to turnover, but we are very attached to profit. How will we achieve that? We aim to sell more to our current key customer, which is Network Rail. We also want to do lots of business with the new transport agency, but I will talk about that in a few minutes. For the Olympics in 2012, London is spending huge sums of money on transportation. We believe that we can provide a key solution to London.

I mentioned Ireland. We are also looking at South Africa, which delegates may view as a strange location for First Engineering. However, in June 2004, we were acquired by Babcock International plc, which has 14,000 employees right now in Scotland. It also has a large business in South Africa and South African Railways is investing huge sums of money. 

We see UK expansion as a key building block for the 15 per cent growth, but we will definitely have to be a global international business within five years to meet those growth targets. Essentially, 15 per cent growth means that we will have to double the size of our business over five years. We will do that by making key business decisions and investments. We are looking to meet the growth by taking on 200 to 300 people a year. I will return to that point because I am not sure that I will be able to source those skilled resources in Scotland alone, or even in the UK. We plan to invest a lot of money in training: our training budget for the next few years runs to about £3 million and that is just for our current workforce. We are in dialogue with Scottish Enterprise about how it can help us with our training programme.

Right now, we are spending £2 million on new information technology systems. Our business is key project management and building railways, which makes it a scary IT project. It is a tense time for us as the IT project goes live this side of Christmas. In spring 2006, we will be moving to a new purpose-built headquarters building in Hamilton international technology park. We are investing heavily in our business to support that platform for growth. 

I turn to the key challenges that I put today to Government. I have seven key points to make. Unless the politicians who are present have absolute recall—which they may do—they might like to note down some of what I am about to say, as some of the ideas will form part of the later discussion sessions. 

My first key point is that the national transport agency has £3 billion to spend on road and rail. I am delighted that Jack McConnell thinks that it has already spent £1 billion, but it has not spent it on railways. Many of the schemes require parliamentary approval. My experience tells me that the process is unbelievably slow and cumbersome and that the schemes will never get off the ground in anything like the timescales in which they need to. The process needs a serious revamp—and it needs it right now.

My second key point is that the national transport agency will not be up and running in shadow form until January and not fully up and running until spring 2006. It will have a staff of 200 people, which is a lot of resource—an unbelievable resource. That said, the agency plans to use Network Rail as its procurement arm to buy infrastructure. I am sorry, but I do let anyone else buy a pair of shoes for me, let alone buy £3 billion worth of infrastructure for me. The decision is fundamentally flawed and it needs to be reviewed. If I were to spend £3 billion, I would want to be in total control of the spend; I would not want to delegate it to somebody else.

My third key point concerns supply-chain measurement. We dig holes for a living; we are not at the glamorous end of the food chain, but if the country does not have us, it will not be able to build railways or to do very much else. In London, the pressure is on big time with the Olympic bid for 2012. Transport for London is spending a lot of money and Network Rail is spending £4 billion annually as part of its regulatory settlement. They are engaging with the supply chain already.

The national transport agency does not get up and running for another six months. If it then takes a long time to review existing schemes and to get its procurement strategy in place, the supply chain will be gobbled up in London and there will be nobody around who is ready to engage with it. I suggest that the national transport agency needs to engage with the supply chain right now. I understand that the Executive is to review the £3 billion portfolio between now and 2007, but we need to take action and to get in gear right now otherwise we will miss the train, bus or boat.

My fourth key point concerns resources. We believe that our business and other Scotland-based businesses can provide a key solution to London’s transport and construction demands and to the needs of the national transport agency and Network Rail. I have two points to make. 

First, I am looking for political support. You guys go to Westminster and London a lot. I am not sure whether you really fly the flag for Scotland-based businesses in relation to the Olympic bid and being part of the solution. 

Secondly, we believe that there are not enough resources in the UK to do the construction and transport build that will be necessary between now and 2012. We are already looking at bringing in resources from overseas. We have done that successfully in the past—we have brought in Romanians and people from the Philippines. Eastern Europe and Asia are where I need resources. You have international contacts, but France, Spain and Germany are not where I need your focus to be. I need your focus to be in eastern Europe and Asia to help me—and possibly other businesses in Scotland—to bring in experienced overseas resource to take advantage of the infrastructure build during the next 10 years.

I move on to key point 5. The forthcoming national transport agency has an agenda and the so-called regional transport partnerships apparently have an agenda as well. I have two points to make about that. First, the linkages between the national transport agency and the regional transport partnerships should be crystal clear. What is the remit of the national transport agency and what is the remit of the regional transport partnerships? How will their relationship work? I have been to a number of seminars in the past few months and I would describe the relationship as incoherent. 

Secondly, tons of energy are being expended on the geographic boundaries of the regional transport partnerships, but zero energy is being expended on how much money they will have—much less than £3 billion, presumably. The key is that one can spend small amounts of money very effectively. If all the bodies work to the same agenda, we can raise Scotland’s game effectively. If you get it wrong, you will just squander money and resource and it will be a nightmare. At the moment I have a low level of confidence that the regional transport partnerships have a clear and understood agenda and clear linkages with the national transport agency. That concerns me greatly and I challenge you to give me some feedback about how it can be resolved.

Key point 6 is a personal observation, so please do not feel like a victim if it applies to you. I believe that the Government’s focus in the past few years has been very much on hi-tech businesses—whether in IT, telecoms or genetic engineering spin-outs—and start-up businesses. My business is not hi-tech; it is very basic, although it is technically skilled in engineering terms. It is worth £200 million. My step for growth is to be global. I am not a business start-up. I need you to be focused on my business, which is in the traditional sector of engineering, railways and construction, because the next 10 years are all about building infrastructure. I do not want you to focus on my sector instead of hi-tech businesses; I need you to focus on my sector as well as hi-tech businesses. I am sorry, but I do not think that you have done that. I do not think that you have focused on growth with established businesses or addressed the fact that the next step is global. Your focus has been very much on start-up businesses.

Point number 7 is my final point. I bet that you are thinking, “Thank God—she’s got to it.” Our history is hole digging and British Rail and we are proud of that history. We do not have a track record in product development or innovation. I am pleased to say that, during the past year, we have patented a new product that could double the size of our business if we get our marketing right and take the product to market in a smart way. Babcock also has key technologies in the naval sector that make the railways look like cavemen. We are planning to take that technology and bring it to the railways. Already, Transport for London is very excited by it; the company has already been up to Scotland and, at its request, we are running an innovation day in October.

I need to make connections fast with businesses that have a track record in taking product to market and in innovation, so that I can avoid the obvious mistakes that other people have made. I am happy to make my own mistakes but I would like to learn from other people. I am looking to the Government to help me to make those connections with Scottish businesses, UK-wide businesses or global businesses that have the track record to help to take me to another level faster than I could do it on my own.

In conclusion, First Engineering’s 15 per cent growth target is huge, but we are highly motivated to deliver on it. We think that it is a fantastic time to be involved in transport and we feel privileged to be there. We would like to work in closer collaboration to make the journey faster and smarter and we look forward to working with you in that way after today. I have just about run out of time; I have 30 seconds of my 10-minute slot left. I pass you back to the Presiding Officer. Thank you for your time.

The Deputy Presiding Officer: Thanks very much, Janette. I now ask Nosheena Mobarik OBE, the business development director of M Computer Technologies, to come forward to the lectern and address the conference.

10:30

Mrs Nosheena Mobarik OBE (M Computer Technologies): Thank you for your introduction, Presiding Officer. I am delighted to have the opportunity to engage with members of the Scottish Parliament and to express my views on some of the challenges that business in Scotland faces today.

M Computer Technologies is a Glasgow-based software company that is developing and providing innovative solutions to business. Small, innovative companies such as ours invest years in research and development for no immediate short-term gain. When the product is ready, there are extensive lead times from breaking and entering the market to securing the first contract and subsequent contracts. That is immensely challenging, so the costs of operating in Scotland must be made more attractive in order not to add to the difficulties.

There is a general impression that those who are engaged in Scotland’s future high-value growth industries such as software development are not concerned with costs but simply have to name a price for their products. That is a myth. Price is always a concern to the customer, no matter what is bought. The reality is that we are competing globally with many other countries in the higher-value growth markets. Ultimately, price is critical, so costs matter, including those costs that are imposed by the Government.

I was delighted with the Executive’s decision, which was announced this week, to cut the business rate poundage to the level that exists in England. That decision will make a worthy contribution to our competitiveness. The Government has to be aware of the burdens that are faced by small businesses and attempt to reduce them. We all agree that R and D—research and development—is key to our future prosperity, but by its very nature it is speculative. When a company invests in R and D, it is important that the cost base is kept low. The Government can contribute to keeping the cost down by keeping down the cost of the overheads for R and D companies.

To pick up on Janette Anderson’s point, that should not necessarily be skewed in favour of the high-tech industries; support for R and D should be available to the traditional industries as well. The Government should also keep in mind the fact that R and D does not come only from the universities. Some of the most exciting R and D is generated outside the academic sphere and needs to be encouraged. I welcome the Executive’s commitment to consider how further cuts in the rates burden can be achieved through establishing a link to companies’ R and D spend.

Public procurement is still a problem. Although there have been recent attempts to make that more accessible to small companies, there is still some way to go. If the Government wants small Scottish companies to become global players that are able to employ large workforces and attract fresh talent to Scotland, it must offer them the opportunity that the buying power of the Government can provide. Companies procure either business or investment; unfortunately, both are in short supply. The Government must give business opportunities to indigenous companies as much as it can within European Union regulations. It must give those companies the credibility and confidence to compete globally.

If the United States Government can allocate a slice of federal procurement to small firms, surely the UK Government and the Scottish Executive can do the same here. That may require EU consent, but let us try to secure it. Our experience led us to move away from attempting to provide solutions to the public sector and instead to focus all our efforts on providing cutting-edge technology to the private sector, which is much more receptive and recognises a good thing when it sees it. Of course, that does not mean that at some stage we will not go back to targeting the public sector—companies such as ours are pretty tenacious.

This is probably an unpopular thing to say, but we also need certain reality checks. If we have a shorter working year than most of the rest of the world has, we must be much more productive if we are to compete effectively with the new, growing economies of China and India. Having more holidays means that our workforce must be more skilled, more flexible and more productive if we are to retain our profile globally. I am thinking of the St Andrew’s day holiday that is currently being considered as another statutory holiday. Consider the number of people in the workforce—2,444,000. That many working days would be lost. Although I am very much in favour of a work-life balance, we must be careful of wanting more time off without increased productivity.

On a positive note, businesses of all sizes are increasingly interested in issues of social responsibility and ethical investment. They welcome the help that is offered by Government, such as the healthy working life initiative, to improve the physical health and mental welfare of our working population in order to reduce absenteeism and to increase productivity.

We all agree that businesses must produce innovative, exciting and desirable products and deliver great service. However, business needs the environment and infrastructure to help it to do that and to stay ahead of the game. For example, issues such as relocation should not become a headache for small companies. We have found that acquiring new premises is not that straightforward. If someone wants to lease expensive office space, that is no problem, but if they want to buy premises or land to custom-build premises, which would be a better long-term investment and security for the company, there is not much available. We are told that it is all in the hands of the big developers. Perhaps there could be a requirement that part of a development should be sold off to the small and medium-sized enterprise community at affordable prices.

We welcome opportunities such as today’s to engage with the Executive and Parliament, because our future is something that all of us—education, business, Government and society as a whole—must think about. There is no magic wand—we will just have to think and work harder and be sharper in how we deliver. As always, Government plays a key role. The decisions that are taken today have long-term implications.

Finally, I offer the thought that we should get some satellites for Scotland. By satellites, I mean partners. Partnering with a different country or countries could allow certain aspects of production to take place there and the value-added parts to be delivered here in Scotland. I do not mean outsourcing, as happens with call centres, but linking up in positive ways that enable both countries to enjoy the benefit. I refer to our sophisticated financial sector, marketing expertise and intellectual property in information technology, engineering and other sectors.

Despite our small population, we have a lot to bring to the table. Linking up with a country with a sizeable population and working as a team would give us an edge. That is just a concept and it needs to be thought through, but perhaps we can think about it. We must be positive—and I am positive—that the Parliament, the Executive, local government and the private sector can all work together for the greater good of Scotland and all its people.

I give my thanks to you for inviting me to speak and to delegates for giving me their attention.

The Deputy Presiding Officer: Thank you. I invite Ian Graham, who is chairman and chief executive of Graham Technology plc, to come forward to the lectern to address the conference.

10:41

Mr Ian Graham (Graham Technology plc): I am in serious danger of repeating points that the previous speaker made, which were well made and may be dear to the hearts of many of us.

Although it might come as a surprise to some people here, Graham Technology plc is a manufacturing business. It manufactures intellectual property and sells the product throughout the world. Our raw material is the intelligence and creativity of our people, who are, for the most part, educated right here in Scotland in our schools and universities. One of our most successful recruitment advertisements stated that we are looking for

“men and women who tread that thin line between genius and madness. Those who instinctively break a rule and buck a trend, and wouldn’t know a party line if it samba’d past them.”

We said that we will give people the freedom to let their brains run riot within a culture where the impossible is expected to happen.
I want to talk about retaining such people in Scotland and growing small and medium-sized enterprises into the companies of scale that will employ those brilliant young people tomorrow. More than that, I want to highlight three things that people here can do right now to ensure that that happens through using public procurement as a tool of public policy.

We have all heard and understood the recent debate about the Executive’s duty to look after the taxpayer in the public procurement process. I am sure that we all agree that, when Scotland buys and spends, it ought to buy the best from the best at the best price. However, the best is often right here on the Parliament’s doorstep and our processes are biased against selecting it. The best can be found in the indigenous small and medium-sized enterprises in which new world-leading technologies reside and in the creative people looking for opportunities to develop their businesses and their business dreams and to raise their families in Scotland, instead of in California or London. My family took a lifestyle decision some years ago in that respect.

Despite the Scottish procurement directorate’s guidance of March 2004, the public procurement process in Scotland—with its built-in bias towards established global organisations—is too often the major barrier to that vision and to buying the best. The procurement process insists too frequently that Scotland buy only from the biggest. A comprehensive analysis is very rarely done of like-for-like capability.

The preference for size is illogical. Size is not a proxy for capability. Global corporations do many things in many areas, but many of those things are unrelated to what is being purchased. Such companies rarely have more thought leaders in a specific area of expertise than the small to medium-sized enterprise that is focused on a niche does, and the thought leaders of the global corporations are rarely within 100 miles of the Parliament.

For example, Graham Technology has more and better business process management engineers in Scotland than do all our global competitors put together. Nor does any larger company possess readily deployable human resource in Scotland, so simply comparing two balance sheets does not begin to address adequately issues of delivery capability, which is a key element of being the best and therefore of reducing risk.

When Scotland will not buy from its own companies—even when the goods and services are of proven and demonstrable quality—that sends a clear message to the rest of the United Kingdom and the world and to the private sector. The message is: our leaders demonstrate no confidence in our industries—why should you?

In parts of the world where the public sector actively supports indigenous companies, that support is used to grow the businesses of scale, which expand outwards into new markets and drive wealth creation back into the domestic market and tax revenues back into the same public sector that supported the businesses initially. Oracle grew a global business in large part on the back of public sector adoption. We can compare that with Scotland, where indigenous companies have first to prove themselves abroad before being considered good enough to compete in public sector projects. Which of those two policies leads to higher company growth rates?

A sad indictment of the current situation is that Graham Technology earns 15 per cent of its global revenues from public sector bodies yet has never earned a penny from the Scottish Executive. We have sold to the Australian, South African, Irish and Indonesian Governments and even to the British Government, but never to the Scottish Government. The Executive professes to understand the importance of being entrepreneurial, but it and its agencies have a duty to take a lead and not just to do entrepreneurial but to be entrepreneurial, and thereby to demand the same from others by example. The Executive can do that by changing some of its self-imposed rules and enabling small businesses to compete on a level playing field with their larger competitors. Simply put, I want the Executive to use public procurement as a tool for public policy to accelerate the economy’s growth.

How can the Executive do that? First, I want the criteria for corporate scale to be removed from the procurement evaluation process. An explicit distinction should be made between procuring from the best and simply procuring from the biggest. To that end, I want the Scottish procurement directorate to have a duty to notify relevant Scottish businesses of suitable tenders and to include automatically on tender shortlists all companies—irrespective of their size—whose principal place of business is Scotland and which are capable of delivering. That proposal is not as radical as it sounds. In the United States, 23 per cent of all federal Government contracts are reserved by law to small to medium-sized enterprises. Opening up to many Scottish small and medium-sized enterprises the public sector market, which is in effect closed at present, would greatly increase the market on our doorstep. It would encourage start-ups and give the same stimulus to growth as other successful economies enjoy.

Secondly, I want the procurement directorate, when awarding contracts, to justify explicitly the consequences for value-added and high-technology jobs in Scotland, whether those jobs be in shipbuilding or software engineering. This is trade, not aid. The award of a public contract to a growing Scottish business has a powerful effect in increasing its credibility in the international market space.

Thirdly, I want the Executive to champion Ruskin’s dictum that

“There is not anything in the world that some man cannot make a little worse and sell a little more cheaply. The person who buys on price alone is that man’s lawful prey.”

We should look beyond price to the effect on the local economy of purchasing decisions and justify them in terms that even the tabloids will understand.

If time permitted, I would like to have talked about role model Scotland—what we could do to make Scotland the country of choice when people consider where to live and bring up the next generation and to make it a country that retains and attracts world-class commercial people with the sales skills to compete on the international stage.

As time does not permit that, I have deliberately focused on public procurement, because until the Executive and the whole public sector demonstrate confidence in indigenous companies, they will continue to sap confidence and to damage international credibility. I will know that that change is taking place when the typical Scottish small and medium-sized enterprise earns a substantial proportion of its revenue from the Scottish public sector; when we see the Scottish Executive and public bodies actively using their purchasing power as a tool of economic development; and when the chamber and our senior civil servants lead us by example to walk the thin line between genius and madness, to break a rule instinctively and buck a trend and not just follow the party line when it sambas past. That is when the environment will be created in which brains run riot and we will have a culture in which the impossible is not merely expected but routinely happens. Ladies and gentlemen, thank you for your time.

The Deputy Presiding Officer: Thank you very much indeed. I now invite our fourth speaker to come forward. Chris Gorman is a serial entrepreneur; he is chief executive of a new business, the Lean Team.

10:51

Mr Chris Gorman (Team Advisors Ltd): When I accepted the invitation to speak at the conference, I thought that the challenges of running a business in Scotland would be an interesting subject. I struggled with it and wondered what the challenges were—were they my individual challenges or were they the macro-challenges? I phoned people in Scotland to get a feel for the subject, and I phoned people in New York, Paris, London and Los Angeles. I got more negativity from all those cities than I did from the people in Scotland. It is my view that it is the Government’s responsibility to look after the macroeconomy rather than focus on individual businesses and individual challenges.

Work is being done on some macroeconomic issues, but not enough work. The first issue that we need to address is connectivity. We still have a huge amount of work to do on broadband, and Jack McConnell touched on that subject. We also need to speed up our ability to fly directly to different places around the world. I regularly speak to investors in financial institutions who will not invest in Scotland on principle because it requires an extra day’s travel. One of the issues that I want to talk about is our ability as a Scottish company to export to the world market; it is still a trudge and a hassle to fly through London—and Heathrow is not a happy place to fly through most of the time. 

The second issue is people. There is a skills shortage. Work is being done on that but, as well as the issue of our ability to attract new skills to Scotland, there is a kind of management trap in Scotland: many of our institutions and companies have middle management with phenomenal capabilities, but that management seems to get trapped. We must find a way of releasing those capabilities and getting those people into the higher-risk businesses. If we could marry up the people who have 20 years’ experience of managing a business with the entrepreneurs who have the energy, enthusiasm and ideas but who often do not know how to run a business, we could create some great companies. 
My third point is addressed not so much to the Government but to the delegates: the world is your market, not just Scotland. Gio Benedetti, who ran the Entrepreneurial Exchange events, used to say that we have 5 million people in Scotland and a million of them are sheep, yet we constantly try to sell to those 5 million people and nobody else. We do not even go across the border to England, never mind to Europe. 

With the accession states that have joined, the European Union has 25 member states and has 40 million new customers. People such as John McGlynn have been looking at Estonia and some of the other accession countries, and they see tremendous opportunity there for exporting our intellectual capital, our capability, our experience and knowledge. We could partner companies to find great people over there who have the desire to get ahead because they experienced adversity for so long. They have real passion and let nothing get in their way. We have new channels and new ways of exploring new opportunities with those countries. We must look outwith the Scottish market and sell our expertise to other countries.

I know that it has been a focus for many years in Scotland, but we have to continue working with young people. The determined to succeed programme is fantastic, but we all have a moral and social responsibility to get involved with our local schools to give help and guidance and to continue creating a culture of enterprise, so that people expect that as they grow up. It is the next generation that will get the benefit of the work that we do. We must ensure that we lay great foundations but also create young people with the confidence, commitment, will and desire that are required.

We have great infrastructure here. The one thing that I picked up when I spoke to a number of other countries was the fact that people are amazed at how much support we get. They are envious of Scottish Enterprise, co-investment and the strong business angel market that we have here. There are great elements for small and medium-sized enterprises here. It is a great saying, but it is true that good businesses will always get funding. There is always funding out there for great businesses that are ready to storm the marketplace.

We are fortunate to live in a nation that gives us the opportunity to go out and create businesses. Yes, there is red tape and there are challenges, and we tend to focus on and moan and gripe about challenges such as the lack of support and the quality of people. However, it is great to think that a company such as Dell, which began in the backwater town of Austin and did not get any funding or support, is now one of the leading technology companies.

Every business has its own unique set of challenges. We have to focus on our own business challenges. Janette Anderson talked passionately about Scottish ambition and focus. This event is fantastic—I do not know anywhere else in the world where business and Government talk together like this. I do not know anywhere else where we could have this debate and be open and critical and say exactly what we think about the challenges that we face, and it would be listened to and acted on. Sometimes things do not go as quickly as we would like, but they do go.

I want to finish on a controversial point, but one which for me is very positive. I struggled with talking about the challenges of running a business in Scotland. I run my businesses here because I choose to. I could live anywhere in the world—I am fortunate to have got to that position—but I love Scotland. To me, it is a great nation, and I am proud to be a Scottish entrepreneur—a point that I will explain in a few minutes. We have a history of worldwide innovation and entrepreneurship. Look at Carnegie, Alexander Graham Bell and John Logie Baird. We have phenomenal role models today, such as Tom Hunter, Tom Farmer, Willie Haughey—who is here—Richard Emmanuel and Jim McColl, whom the youth of today can look at and say, “Hey, I could be that person. They came from nothing and they created that business.”

We have a beautiful—albeit very wet at times—country and we have the most exceptional business community. There is nowhere in the world that I would rather be if I was in trouble, because I know that I would get support from other businesspeople, who would give me time and look at the problem with me, and would not sit there thinking, “Ah well, I knew it would go wrong.” Business community support in this country is phenomenal.

We have great restaurants and hotels, and we have culture in abundance. Although our universities face some challenges, they are world class. We have extraordinary intellectual capital, and we are working hard to keep it here and not export it. Finally, entrepreneurialism has become accepted in the past few years—in fact, it has been acclaimed. The Government is not only embracing enterprise but making it the prime objective for the future of this country. The media are becoming more supportive and are listening to the messages that we are sending, for which I give thanks, because without the media we will never get there.

All those things are cause for celebration. As a Scotsman who was born the wrong side of the border with a dodgy accent, I believe in this country and in what we can create. I have three Scottish sons and a baby daughter who are growing in this great country, and for their future and ours I ask everyone in this room to play their part in capitalising on that opportunity to create a truly enterprising nation in Scotland.

I will finish with a quote that I live by, which says a lot to me on the question of whether we sit back and wait and expect things to happen, or go out and do something about them. Everything that we are debating today could be fixed, but next week we would face another set of challenges to focus on and worry about. The quote is:

“Good things come to those who wait, but only the things left by those who hustle.”

The Deputy Presiding Officer: Thank you, Chris. On behalf of everyone I thank all speakers for their contributions this morning. They were full of insights and challenges, focusing firmly as they did on what the Government and the public sector can do to assist business growth. I noticed the First Minister and Deputy First Minister taking extensive notes. Members of the Enterprise and Culture Committee will have picked up a lot of leads that they can follow up in their inquiry.

11:00

Meeting suspended.


14:00

On resuming—
Feedback Session
The Deputy Presiding Officer (Murray Tosh): Good afternoon, everyone. I am pleased to reconvene the conference. I hope that you had interesting discussions in the six sessions this morning and that you had a useful opportunity to meet people and discuss issues over lunch. I spent the time being tormented by colleagues because apparently somewhere on the screen I am described as the right hon Murray Tosh, which is to give me ideas above my station.

The first item of business this afternoon consists of reports from the six discussion groups, which will each give four key findings. I will call each group’s representative in turn. The timing will be tight. The first speaker is Liz Cameron from the Scottish Chambers of Commerce. I beg your pardon—Iain McMillan is the first speaker; he needs no other introduction.

14:01

Mr Iain McMillan (CBI Scotland): I apologise to Liz Cameron on behalf of the Deputy Presiding Officer.

Our discussion group was all about encouraging private sector research and development spend. My first point is that I was struck by the enthusiasm of members of the group and the constructive suggestions that they made. At no time did anyone grumble about the situation without putting forward a solution for how to meet the challenges of the future, which I found tremendously refreshing. I thank the members of my group for their efforts in that regard.

We identified four key areas. The first was sales skills and the key to success. The second comprised research and development, innovation and the importance of demand pull in the marketplace. The third was better-targeted public procurement; I will explain what I mean by that in a moment. On the final area—entrepreneurship—we identified the importance of establishing a culture of doing it early, principally in schools. 

On sales skills and the key to success, there was a general feeling that, although there is a great deal of education in Scotland in business studies and marketing, we do not have good sales skills. It was suggested that one or more of our universities should consider offering an MSc or some form of qualification that would develop salespeople. Those who are or who have been salespeople will know that it is an exacting science to act as a problem solver, identifying a customer’s problems and then solving those problems by finding products within one’s range or looping back to develop new products. We felt that there was a deficiency in Scotland in that regard, which we could do something about.

The second key area was R and D, innovation and the importance of demand pull. It was recognised that, if we are to improve research and development and tie that into innovative change, there has to be demand in the marketplace. We are a small country and our corporate sector is not as large per head of population as that of some other countries. The public sector has a crucial role to play in creating the demand for research and development and tying that into the innovation process. 

That recognition led us on to the need for better-targeted public procurement. We all acknowledge that in public procurement in Scotland there are tightly defined specifications when it comes to purchasing. A better way of procuring would be one in which the public sector defined the desired outputs and then asked the marketplace to come up with a solution to the problems that needed solving. Smaller firms that are fleet of foot would then have more of an opportunity to produce workable solutions, as they would not be required to go through the huge bureaucracy of identifying key inputs.

The Enterprise and Culture Committee asked us to consider a number of questions on the intermediary technology institutes. On whether the ITIs are funded to the extent that they should be, our answer was yes. However, if the rate of spend on good, valuable projects exceeds the likely budget, the Executive should consider any requests that Scottish Enterprise might make for more money. On where the ITIs should reside, we thought that that question was a distraction. The issue can perhaps be reconsidered at some time down the line, but the ITIs should be left where they are for the moment.

On entrepreneurship, we thought that it is very much a case of building on what we have in our schools. However, we need to get more role models for young people into schools. Our advice is to do it early. The development of entrepreneurial skills should be brought to life by allowing youngsters to do such things. We can then build on that.

Finally, we agreed that we are still very risk averse. Obviously, risk must be assessed and quantified, but people sometimes think only about what will happen if things go wrong. The issue comes back to the need for a can-do attitude. However, our group had very much a can-do attitude.
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Ms Liz Cameron (Scottish Chambers of Commerce): Good afternoon. I am not the other Liz Cameron from Glasgow City Council; I am the one from the Scottish Chambers of Commerce.

To some extent, our group threw out the four specific questions that Alex Neil asked us to consider. First, we considered whether the funding gap for Scottish businesses that is mentioned in the first question exists and, if it exists, where it is located.

We considered two fronts, the first of which was start-up businesses. We had some debate and disagreement over whether the start-up business market had a problem in accessing funding. There were differing views, but the overall consensus was that the start-up market has a problem in accessing grant. The role of the banks was also discussed. Although risk and banks do not normally go together, we are looking for banks to do a bit more for the start-up market. However, the main market in which we think there is a massive funding gap is that of the middle-sized company. Quite frankly, such companies must succeed if we are to meet the targets in the strategy for economic growth. Middle-sized companies that have already been successful want to take the next step up, but they often have problems in accessing grant.

Our group recommended that consideration be given to setting up a model along similar lines to that of the Prince’s Scottish Youth Business Trust, but consideration should also be given to the models that are used in Denmark. Such models involve the creation of a fund that is driven and managed by private business. We have a lot of people with expertise who would be more than willing to do that. We acknowledge that the Scottish Executive is investing something like £40 million in the Scottish investment fund, but we believe that Scottish business could triple that amount. We—the businesses in our group, not the royal we—are more than willing to take on that remit. In effect, the model that our middle-sized companies would create would involve the establishment of a fund that would be managed and delivered and continually topped up. Such a fund, which would be specifically for the companies in that middle-sized range, would allow companies to start making themselves successful businesses.

Secondly, we considered procurement, which has already been mentioned. There has been talk about Scotland being a small nation, but it is a small nation with one hell of a large public sector. That issue needs to be looked at quickly. Our group also acknowledged that the public sector has a fear of outsourcing, because giving orders and contracts to the private sector will mean public sector job losses. That reluctance must be challenged and a way around the problem must be found.

We are looking for two thrusts on procurement. First, we want the Executive to deliver a policy that will stimulate the economy. We are not looking for grants or loans every day from the public sector; we are after orders and contracts. In the group’s view, that is the real stimulation that private business needs from the public sector. We want a marked policy change on that issue. We need a policy that has measurable effects. For example, within a 12-month period—not three years—X per cent of all public procurement orders could be ring fenced for private companies. We want a measurable policy that is monitored to ensure that it actually happens.

On the process of dealing with the public sector, it was said this morning that it is easier to deal with the United Kingdom Government. That comment was echoed 10 times in our group. The cost-benefit analysis for private business in tendering for public procurement contracts is becoming immense. It costs us more to tender for business than the process contributes through orders being generated. Our second point on procurement is that that process needs to be considered.

On planning, we heard a number of examples in which projects that are on the table with local authorities are being judged on the basis of a policy that was formulated as long ago as 1989. That situation needs to be changed. Businesses are here and are investing in Scotland, but they are losing money as a result of that three to five-year delay in the process. That must be considered.

On infrastructure, Scottish Water and a few other bodies were mentioned. The authorities need to consider defining timescales when infrastructure is being delivered to business. Again, there is no urgency and timescales do not match developers’ timescales, which turns investment away from Scotland. One idea is to consider creating licensed engineers who work alongside the Scottish Waters of this world, so that private businesses can buy that service and experience to improve timescales and make the process move faster.

We also talked about the fact that we need innovation to drive Scottish business. Innovation exists in the private sector, but it is not being captured in terms of our experience and expertise. We want stronger engagement with the Scottish Executive and others, because the innovation exists and must be captured. Models of how to do that were suggested, but more details will be contained in our written report.
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Mr David Watt (Institute of Directors Scotland): Forgive me, but I am a bit nervous, not just because of the grandiose surroundings, but because I am a Raith Rovers supporter, so I am not used to such big crowds.

Reporting back on the group’s discussion is a bit of a challenge. I suspect that I was chosen to chair the group because I live in Fife and work in Edinburgh, so physical infrastructure is pretty important to me—in fact, it is the blight of my life. Also, technology is a bit of a closed book to me, but never mind.

We had a bright, intelligent and erudite group—so I have no idea why I became chair—and we had some good results, some of which the scribes who recorded the session will tabulate much better than I can: everything will come out in the final report. Janette Anderson’s speech should have been left until we had finished, because she stole our thunder a bit by speaking so well this morning, but I will highlight four points.

First, we talk all the time about productivity in Scotland being behind that in the rest of the world. It was suggested that poor performance relates to the fact that our infrastructure is poor—that was a bit like a bolt out of the blue for me. Perhaps our productivity does not match up because our water and sewerage infrastructure and our roads and railways are more than 100 years old. We began to realise that, if we want economic growth, infrastructure—both physical and through the airwaves—is vital. That was the group’s unanimous view. However, we must focus on what we want the infrastructure to deliver. Obviously, we want economic growth, but we must decide whether we want to improve transport to rural areas or to focus on city regions. We talked at length about that. We must set our priorities and get on with it. We need to do a cost-benefit analysis, where appropriate.

We very much welcomed some things that have happened and the Executive is to be applauded for them. It is unusual to get unanimity about anything in a group of 50 people, but we unanimously welcomed the air route development fund. We also welcomed the road and rail improvements, although there are not enough of them and they are not happening fast enough. We are 120 years behind the game. The added complications with sewerage and water show us that we have many problems. We need to focus on them and deliver solutions. Those areas were felt to be central to what we do.

We also talked at length about the need to co-ordinate what we do at a local level. Ian McKay of the Royal Mail can tell you a lovely story about fish in the Western Isles, if you have got half an hour—no, it is a short and interesting story. It is relevant because it is about how parties who did not work together did not deliver quickly enough. We must be aware of that lesson—the fish are rotting as we speak. In some cases, we do not do things together. All the parties involved—the Scottish Environment Protection Agency, Scottish Water and the planning authorities—must work together.

On planning, we very much welcomed the white paper, although some would say that the proposals do not go far enough. However, the white paper represents a major step in the right direction. Planning is part of the infrastructure issue. Taking three years to build houses or to build up the economy—with people having to go through the Parliament every time that they want to put an extra bit on their railway, for example—makes planning a long, slow process. We must speed up delivery.

Finally, we talked about broadband. I referred to the Forth road bridge and asked why we did not all use broadband and stay in Fife instead of travelling in every day to the lovely city of Edinburgh and congesting the roads. Broadband has been provided to 98 per cent of the country—Brendan Dick assured us that that figure will be almost 100 per cent by Christmas this year We asked why we are not using broadband more effectively. We then got into a lengthy cultural debate about how people are social animals and like to work together, but I will not go into that. However, we perhaps need a cultural change in how we use broadband and get better and smarter at using it to deliver improved productivity. Liz Cameron commented on broadband use in the public sector, where, to be blunt, we feel that it has not been used as much as it could be.

Our group was generally positive and pleased, because we felt that things were happening—at long last, some would say. However, we need plenty more and we need it faster.
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Ms Shonaig MacPherson (Scottish Council for Development and Industry): I think that everyone will agree that the challenge that was set for our group is probably the most complex and difficult one that Scotland faces—it is a challenge not just for us in the business community, but for everyone. Our group had a positive discussion and we recognised that, if we are to address the challenge, we need a real partnership between the Government, the public sector, business and the citizen.

Having good brains in the room, we, too, threw out in good fashion the four questions, because we felt that everything was too complex. We decided to approach things differently. I tried to summarise our debate under four headings. The first one is a direct quotation from the discussion: “There is not a skills shortage; there is a people shortage.” We can have erudite debates about skills gaps and skills shortages, but the reality is that, although we are the best small country in the world, we are in great danger of becoming an even smaller best country in the world. We need to tackle that issue.

We all agreed that we must do more to make Scotland a more competitive place in which to work. We should also recognise that we are not the only country that faces this situation. We heard evidence that Ireland, like Scotland, has the challenge of ensuring that the best talent not only stays but is attracted to the country.

We recognise that there are shortages. Janette Anderson and Willie Haughey talked about the challenges that are faced in construction and infrastructure. However, it is clear that over the next five to 10 years and beyond the people shortage will affect everyone. Having acknowledged that and the complexities around it, we then looked at specific initiatives.

The first one was the fresh talent initiative—or the refresh talent initiative, as we preferred to say. We broadly welcomed the initiative, but it is clear that its availability has not penetrated all parts of the business community. There also seems to be confusion about what it is for. Is it for highly skilled labour? Is it to bring in bright youngsters who will stay here for two years after university? Alternatively, is it about economic migration bringing labour here from the 10 accession countries? We need a bit of clarity about that. Moreover, it is plain that some businesses need more support in bringing in that talent.

We also thought that a couple of issues need to be addressed. First, there is confusion between bringing pairs of hands here and bringing talent. An awful lot of talented people from outwith Scotland are living and working here who are not able to contribute their talent because their qualifications are not recognised. Secondly, the doomsayers who say that fresh talent is not really for us and that we should concentrate on our own should remember that those who decide, at the end of their two years, to go back to their home countries become the most fantastic ambassadors for Scotland. Not only will they encourage more people to come here, but they will perhaps place orders here. The university sector in Scotland, in particular, is benefiting from that.

The third issue that we discussed was investors in our people. Learndirect Scotland has recently published statistics showing that, over the next three years, 500,000 new job openings will be created in Scotland. There are 300,000 economically inactive people in Scotland. We need to consider how we can get those 300,000 economically inactive people back into work. We heard of an excellent employer-led initiative in Glasgow north, where work was undertaken with employers to say what they wanted. I would encourage more of that.

We recognise that, where there are gaps, we need to train our own people and upskill them. We have good people who need to be encouraged and we need to consider better training initiatives. There is lots of best practice here in the room. We have heard how Dr Vera Weisfield took bright youngsters who did not have formal qualifications and, through her own work, encouraged them and built a hugely successful retail empire. We also heard from Sylvia Halkerston of Macphie of Glenbervie, who has a wealth of talent. I would encourage all delegates to speak to her about how her company has coped.

Finally, I want to talk about education, education, education. We heard an awful lot about the need for education to become more relevant to today’s demands. We are finding that youngsters coming from school do not have the core skills that are required. Many businesses believe that, if the necessary soft skills are there, they will be able to take those people on and improve them. We also heard a lot about the lack of a work ethic, although we recognise that those of us who are fortunate enough to be parents have a role to play in that.

We require greater flexibility around Scottish vocational qualifications. Many companies cannot find the right subject in which to train their people and they would like to work more with further education institutions and others to tailor SVQs. We feel that there needs to be a continued balance between higher and further education, along with dialogue with business, to ensure that we are equipping the best people for Scotland.
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Mr Andy Willox (Goldstar Cleaning Services): While groups 1 to 5 left the chamber, we were left here with the colour black—no one would have needed to apologise for thinking that we were in mourning. However, we had a lively discussion group, with three speakers: one from the European Commission, one from Whitehall and one from Holyrood.

Meaningful engagement was one of the issues that we discussed. We understand that the Government has competing priorities, but there is still a strong feeling that the Parliament makes up its mind before finding out how its proposals will really affect business. The example of the Smoking, Health and Social Care (Scotland) Bill was raised by a member of the licensed trade. There is also a feeling that MSPs and civil servants need to get out and speak to businesses in a business environment about the consequences of legislation.

There is a distinct feeling that there is a need to go back and review legislation, to check that it is achieving its intended purpose, to assess any unintended consequences and to get rid of anything that we no longer need. Business has a perception that that cannot happen, so setting a precedent would give us hope for even just one piece of legislation.

There is also frustration about the inflexibility of legislation, such as when procurement of contracts is done in such a way that it excludes local Scottish businesses. We heard from one business about a contract being bundled up to such a size that it was too big for any Scottish firm. 

It was felt that local authorities were using the planning rules to block development rather than to encourage it. We also heard about the inflexibility of enforcement and how enforcement often does not relate to risk. For example, pub optics are checked stringently as they leave the factory. The only fault that they can have is to give a little more, not less. However, in Kent last year, 370,000 checks were done on pub optics. That does not relate to the risk.

We also discussed the fact that business wants a level playing field. There is still a perception that our European Union competitors do not have to deal with the level of regulation that we have to deal with in Scotland. As our competitors further afield do not have the same extensive regulatory framework, we have to weigh up the costs and benefits of new regulations to ensure that we can compete in a global market. Another comment was that, where we have regulation, we want it to be applied fairly but consistently across the country.

In conclusion, we want a greater and more active engagement with business from all levels of government. We understand that business has a responsibility to set aside time to allow it to be part of that process. We want a process in which regulation is regularly reviewed and amended or culled as necessary. We want rules to be used to help business as much as possible. We also want a level playing field to ensure fair competition.

The Deputy Presiding Officer: The next speaker will be Peter Lederer from VisitScotland.
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Mr Peter Lederer CBE (VisitScotland): VisitScotland does not usually get that kind of reception.

Like all good chairmen, I made sure that I had a good facilitator and I thank Brian Ashcroft for doing a great job. I also thank Tom McCabe, Martin Togneri and Allan Wilson for providing background and expertise. Our group was enthusiastic and feisty and we needed the whole team.

Again, we did not quite get to all the questions. The first question was about whether we should set targets—similar to the one that we have used in tourism—for the economy as a whole. The general feeling was that that is not realistic. However, out of that discussion came some pleas for consistency not only in communication, but between the perception of what is going on and the reality. The enterprise networks need to act more as brokers and more research and expertise ought to be got out into businesses. Although a lot of that is happening already, the problem lies in communicating that. There was also some discussion about the difference between Highlands and Islands Enterprise and Scottish Enterprise. That issue might be considered and lessons learned from it.

The second point was about brand. It was felt that Scotland has a strong brand. I go to many places and talk to many people outside Scotland and I know that we are fortunate to have a strong reputation and brand, depending on one’s definition of brand. However, one of the key points that came out of the discussion was that, although we have a strong brand, it is not associated with business. Singapore and Ireland were used as examples of places with strong brands that are clearly associated with business. There might be something to learn from that. We should build on the reputation that we have and focus on where we can add value and be a bit different. Everyone who understands brands understands about consistency and confidence in the brand—we know that marketing should not be done by committee and that, rather than trying to do everything, we should focus on the areas that make a difference.

The third point was around information brokerage and the role of Scottish Development International. Following a two-minute presentation on SDI, it became clear that people were not fully clear about what SDI does. Again, there is a communications issue. 

There was a plea for good briefings, such as those that are issued by some of the banks and merchant banks, on sectors, markets and opportunities. They should be put on the radar screen for businesses to follow up. We think that we are moving away from a dependency culture towards one in which businesses take the opportunities that are on that radar screen and move with them.

The Scotland House model was thought to be a good private sector initiative and was seen as an additional resource, rather than a replacement, that could play an important role in the future as a model in overseas markets.

The issue of education came up in that regard. It was mentioned that there are 25,000 overseas students in Scotland at any one time. They are ambassadors who will probably become sources of great business; the way in which they are treated in Scotland shapes the experience of Scotland that they take back to their home countries. Equally, many workers are from other countries. Some 30 per cent of my workforce is from outwith the United Kingdom. I keep being told that those jobs—waiters, chefs and so on—are not proper jobs, but I have to say that they are. More important, those people go on to become entrepreneurs and build businesses. There are probably more entrepreneurs in my sector than in most others.

Languages were also seen to be key. If we are not skilled in languages, we do not have that competitive advantage when we are dealing with other countries. We had quite a long debate about our failings in the area of languages and what we can do about them. 

It was pointed out that high-value inward investment is important in terms of jobs. We talked quite a bit about how fast the inward investment model and criteria are changing. From there, we got back into the issue of how critical the transport infrastructure is to development and growth. It was suggested that the route development fund might continue to develop better flights. Although it was accepted that, over the past two years, we have got 24 or 25 additional flights, there was a plea for still more international connections. It was suggested that route development should also be considered in relation to freight. With regard to the rules, everyone felt that two flights a week to Estonia were better than none at all, but the rules currently state that there must be flights on five days out of seven and that the service must operate all year round. Those rules must be more flexible if we are to ensure that we have access to such markets. 

The Deputy Presiding Officer: My thanks to the six rapporteurs, who have given us a platform from which we can move to the next item of business, which is a debate on the theme of business growth.


Business Growth

14:33

The Deputy Presiding Officer (Murray Tosh): I invite Alex Neil, the convener of the Enterprise and Culture Committee to open the debate. My script somewhat naively says that you have five to seven minutes in which to speak, Alex, but you have seven minutes maximum.

Alex Neil (Central Scotland) (SNP): I very much enjoy sitting on the Government front benches. No doubt I will get used to it after 2007.

The Enterprise and Culture Committee is taking every word that is said at this conference as evidence to our business growth inquiry. Today is not about people saying their piece and then having everyone going away and forgetting about it; the proceedings are formal evidence to the inquiry and the recommendations that were made last night and in the break-out groups will be considered by the Enterprise and Culture Committee when we report our recommendations to the Executive, just before Christmas. 

The second thing that I should stress is that we are not starting from the point of view that everything is wrong in Scotland. Far from it. Scotland has a lot to be proud of, such as our university and college sectors, our natural environment, our skill sets and so on. That said, we must recognise that there are some major weaknesses in the Scottish economy that we need to address. Those weaknesses are highlighted by the history of low growth over not one or two years, but 30 to 40 years. 

In the 42 years since 1963, when the growth figures for Scotland started to be gathered, we have consistently been undergrowing compared to the rest of the United Kingdom. However, we do not want to compare ourselves just to people south of the border. One of the points made last night was that we are now competing in a global economy; it is not good enough for us to be as good as the rest of the UK, because the UK’s growth rate has historically been one of the lowest in western Europe. As the First Minister said on Tuesday, we need to compare and benchmark ourselves using global indicators, rather than just national indicators. That means not just increasing the growth rate by a wee bit in the margins year on year; to compete with the Organisation for Economic Co-operation and Development countries we probably need to double our long-term rate of growth. To do that, we need to be competitive. 

The analysis undertaken by the OECD in comparing the performance of the Scottish economy against that of the 30 OECD members shows that Scotland is in the upper quartile in only one of the 13 key performance indicators—the number of people in training and in business at any one time. In research and development, investment in plant and machinery and investment in skills, we are either in the second, third or fourth quartile. If we are going to boost our economic growth rate we cannot languish there. The inquiry, this conference and the debate between the Executive and the Parliament are all about how we ensure that within a few years we are in the top quartile in every one of the performance indicators.

Let me give some examples of the challenge. Scotland’s rate of spending on private sector research and development is half that of the UK rate. In the public sector we are okay; our universities get 11 per cent of all the research spend in the UK, although we have only 8 per cent of the population. However, we spend less on research and development across the whole economy in any one year than does Nokia—a Finnish company. The Scottish rate is half the UK rate, which is half the OECD rate. The Lisbon agenda target is for 2.5 per cent of GDP to be spent on research and development by 2014. To put the scale of that challenge into perspective, that would mean increasing our private sector research and development spend from the current figure of £600 million a year to more than £2,000 million a year. We would need a £1.4 billion increase in research and development spending to get anywhere near where our competitors are aiming to be in 2014.

Let me pick another challenge—skills and population. We have heard a lot about the decline in population, the aging population and the skills problems that many of our industries face. Three things are happening that appear to be contradictory. First, officially, in any one month we have about 150,000 people in Scotland registered as unemployed and looking for work. Side by side with that ready-made pool of 150,000 unemployed people we have skills shortages in the oil industry, the construction industry, project management across a range of sectors and in many of the manufacturing sectors. Despite the availability of that pool of labour, companies are going over to Poland, the Czech Republic, the Slovak Republic, Hungary and so on to bring skilled workers to work in Scotland. There is nothing wrong with that in principle—we have always relied on immigration for workers—but what are we going to do to get those 150,000 people who are unemployed off the unemployment register and into skilled work? 

Let me pick one example of the kind of thing that I hope we will recommend in our report. One of the major programmes we have in skills is modern apprenticeships, which conceptually is a very good programme. However, the programme is restricted to vocational qualifications and one cannot get a City and Guilds, or other accredited qualification. We must make the programme much more employer orientated to get more people off the dole and into modern apprenticeships. That is one example of the areas of policy we need to address. The clear and focused purpose of all of this transcends party, the Parliament and the Executive: it is to boost the rate of growth in Scotland. If we had even the same rate of growth as the rest of the United Kingdom we would have £8 billion a year more in the Scottish economy. That would be good news for everybody in here and it would be good news for everyone else in Scotland. Let us keep our eye on the ball and do whatever we now need to do to double the growth rate of the Scottish economy.

The Deputy Presiding Officer: We come to the open part of the debate. Delegates should stick their hands up and I will identify you. When I pick you out to speak, if the sound engineer is quick a red light will come on on your microphone. You should not speak until the red light comes on; then identify yourself for the benefit of other people in the hall. Please ensure that the microphone stalk is upright and that it is as near as you can get it to your diaphragm, so that we can pick up good sound. That is particularly important for the people in the gallery. If they wish to speak, the people in the gallery will need to catch my attention and that of the people with roving microphones. I am looking round now and I have a lady here in red. 

Ms Patricia Kennedy (PA Kennedy): I am a member and former president of the Ayrshire Chamber of Commerce and Industry and I run a consultancy business in Scotland. Despite the accent, I am a Scot. 

No one here would run their businesses without joined-up goals for growth, but when it comes to Scotland’s most important business—our economy—we have none. When will we have specific goals for our economy, set jointly by the public and private sectors?

Mr Donnie MacLeod (MacLeod Organics): I am an organic farmer from Ardersier near Inverness. I thank Alex Neil for talking about growth. I liked his word, “undergrowing”. He did not mention the agriculture sector, but in Scotland we are undergrowing our food. All over the world there is a massive debate about the future of food and farming. People are demanding additive-free food from non-industrial farming systems. Considering that agriculture is the number 2 business sector after tourism, what is the Executive doing to reverse the industrialisation of farming and to stimulate young people to return to fertile land?

The Deputy Presiding Officer: I should make it clear that although people can ask a question at this stage, the minister will respond at the end of the debate and will probably pick up answers then. We are having a proper question-and-answer session later. This is an opportunity to make points and to add to the discussion that we have had so far. There is nothing wrong with asking a question; it is just that you will not get an answer right away. 
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Mrs Cheryl Black (Scottish Water): Given the number of comments that have been made about the lack of investment in infrastructure, I should perhaps make a point about that. Everyone recognises that we are in a catch-up phase of investment in water and sewerage infrastructure. Earlier this year the minister committed funding for an additional 120,000 homes and for 4,050 hectares of commercial land to be connected to the water and sewerage network. However, one of the issues—to pick up on David Watt’s point—is that we need to understand how to prioritise that investment because it is over the course of eight years. By its nature, something will be first and something will be last. There is a clear need to find a way to prioritise and to bring into line infrastructure investment planning and other strategic planning in the country and there is also a need to recognise that such investment has to be paid for.

Mr Ian A Ewing (Sovereign Homemaker): I am on a cost-reduction exercise. I welcome the First Minister’s announcement last week that he will bring down the business rate poundage. I would like to ask whether it is possible that we can have some substance brought back into business rates. Many years ago a portfolio of services was given by the local authority. Over the years those have been steadily and stealthily withdrawn until there is virtually nothing. Can the First Minister mandate local authorities to reinstate the services that we prepay for but do not get and consequently have to repay for separately?

Mr Ian E Williams FCA TEP (Campbell Dallas Chartered Accountants): I will pick up on a point that was made last night. In Perthshire, where tourism is our most important industry, the rise in rural property prices has been huge in the past two years or so. For us to fulfil our ambitions we must have a policy for affordable housing. I understand that the definition of affordable housing is as elastic as you want it to be, but we must have a mechanism whereby Government encourages private landlords, by way of grant or otherwise, to build affordable housing in Perthshire, in Argyll and in the Western Isles. There has been a major price rise throughout those areas. We will suddenly have no workers and no projects as a consequence of that. That is the biggest issue that we face, and without a solution our economy will go into reverse.

Mr Tom Stokes (Evans Easyspace): The one point that has surprised me about the agenda for last night and for today is that there is no mention of business property. Everyone in the chamber works from somewhere. Only one speaker has talked about the difficulties of finding business space. I work with small and medium-sized enterprises and I assure everyone that there is a shortage of suitable business spaces. That issue should get back on to the agenda.

Jim Smith (Kerr and Smith): Alex Neil commented that 150,000 people are unemployed. A company in our town closed recently and within 24 hours I was able to employ three of the people from that company. I would say that the Scottish Executive has an obligation to make those 150,000 people employable in the first place.

Mr Gavin Hewitt (Scotch Whisky Association): I will draw on my past background. It is easy to look at ourselves, but we must also look outside and see what has been done by other countries that have the same sort of problems as Scotland and have made a success of their experience. Finland is a country that I know extremely well. Nokia has been mentioned, but it is only one of seven companies in Finland that are counted as world beaters, as they lead the whole market. I hope that the Scottish Executive can be in close contact with Finland and its Government and discover what makes Finland so successful in the European Union and in its growth. 

The Deputy Presiding Officer: These question sessions are always sticky and then a forest of hands goes up just as we reach the last couple of minutes. 

Mr Dugdale Bradley (DB Group (UK) Ltd): I am hugely encouraged by the report of the curriculum review group, “a curriculum for excellence” which has not been mentioned in today’s debate. Its recommendations should give a coherent curriculum from secondary 1 to 7. 

Shonaig MacPherson spoke about refreshing our talent. The curriculum for excellence would be a 10-year investment in being sure that our school leavers match the needs of the world of work. Recent employer surveys showed that most school leavers do not stand a chance of getting a work place because they do not have the life skills needed to be effective team players. I hope that business will have an opportunity to participate in drafting useful changes to the curriculum for excellence, which is to be implemented in 2007. 

Ms Amanda Harvie (Scottish Financial Enterprise): I am the chief executive of Scottish Financial Enterprise, the private industry body that supports and represents the interests of Scotland’s financial services industry. This is a very challenging afternoon and indeed a frustrating one. There are so many points on all our agendas and my problem is being able to encapsulate them in the few minutes available to me now. Instead of trying to do that, I pose two major challenges. 

The first is that so many infrastructure projects on our books are simply not happening fast enough. When we ask companies what they think about the rate of progress in Scotland and the quality of infrastructure that it provides for business, Scotland does not benchmark as well as it should. We know that we are doing well because we attract investment here, but we could do so much better. The big challenge is to deliver what is already on the books and then to make sure that we set our sights high enough for the long term. The danger is that we will be playing catch-up and we will not get ourselves to a point where we can seriously compete with other nations for global investment because of the quality of infrastructure that we provide. That is what we have to do.

In doing so, we have to raise our aspirations high enough. The real danger is that we will miss the opportunity to think big and bring in best practice. We need to be ahead of the game compared with those in other locations, and make sure that we lever in innovation from the private sector. We should not feel constrained by our current budget; we should be thinking about innovative ways to lever in private sector expertise and maximise that for the long term. Our plans should not be about what our current economy requires, but about what we would like to achieve here in Scotland.

The other challenge is to make sure that we put in place the right policy framework for that to happen. We have a unique opportunity at the moment as we review our planning environment and our transport aims. Let us make sure that we get that right because if we do not, regardless of how high our ambition is, we will simply not be able to realise it.

Mr William Allan McIntosh (Allan McIntosh Plumbing & Heating Engineers): There has been so much talk about skills shortages and the shortage of labour in Scotland. I would like to think that the Executive will protect any workers who are taken on from overseas so that they are not just a source of cheap labour coming into Scotland. 

Mr Charles Morgan (Morgans—The Fashion Specialist): I am Charles Morgan, from Inverness, and I have a question on growth. Some say that Inverness is the fastest growing city in Europe. Out-of-town shopping parks have allowed the old town area of that magnificent city to deteriorate to an embarrassing level; more than 20 businesses have closed in the past 12 months. Why has that been allowed to happen? In the past 30 years, not a penny of investment has been allocated to what has been described by VisitScotland as the jewel in the Highland capital’s crown. Surely our local planning policy has to be corrected.

The Deputy Presiding Officer: As there are no more questions, I call the minister to respond to the debate. Minister, I was going to say that you, too, have five to seven minutes, but you will have an additional couple of minutes if you want them.

The Deputy First Minister and Minister for Enterprise and Lifelong Learning (Nicol Stephen): Thank you, Deputy Presiding Officer. I will try not to take 25 minutes.

Many important points have been raised in the questions. One of the key themes is the balance between the role of the private sector and the role of Government. I instinctively get nervous when we are told that we must fix central targets on the basis of a centralised or Government-led approach. I believe that the sort of partnership that we have got here today is the right way forward. This event has been successful because we have involved the private sector directly. It is important, however, that the Government is seen to respond to the suggestions that have been made today. I do not pretend that I can convince everyone that there will be a positive response; however, if we do not try—if we do not have events such as this—it ain’t going to happen. I cannot be more certain that this is the best way for Scotland to tackle these issues.

It has been a good week for business in Scotland, with the vital announcement on business rates. People have said the reduction is symbolic—a word that even I would use. It is symbolic and it is a response to the single most significant issue that the business organisations and business people that I speak to were raising with me. Business rates were a real thorn in the flesh of business, and the cut in those rates will make a difference to the bottom line of virtually every business that is represented in this room today. It will help to make us more competitive.

We have been doing good things on transport through far greater investment. When we established the Parliament in 1999, we were spending £300 million to £350 million a year on transport infrastructure, most of which was spent on roads. That figure has now risen to well above £1 billion and Janette Anderson referred to the £3 billion of capital investment that is planned over the next 10 years. That is making a difference. The Executive is also supporting new flights from Glasgow to Dubai and from Edinburgh to Newark. Those important developments would not have happened if the private sector had simply been left to its own devices, just as getting broadband coverage for 100 per cent of communities in Scotland by the end of the year would not have happened without a public sector initiative.

Before I move off the subject of transport, I want to reassure Janette Anderson on one point that she raised. We are not using Network Rail as our sole procurement agent for the new projects; we are using Network Rail on one project, the Airdrie to Bathgate line, which will not necessarily be the model for the future. In fact, in the future, the agency itself will procure some of the projects although, at the moment, there are barriers to that because of the cumbersome way in which we operate the development of new rail and tram projects—we need to change that—and because organisations such as Transport Initiatives Edinburgh are doing good procurement work. Furthermore, none of the other on-going projects—the rail links to Edinburgh and Glasgow airports, the Stirling-Alloa-Kincardine line and the Borders rail link—involve Network Rail, although they are significant projects involving hundreds of millions of pounds of investment.

There was also good news this week on renewables. We have a huge, once-in-a-generation opportunity to develop renewables in Scotland. Just as the Victorians set down the water and sewerage infrastructure for us, we have a chance to set down an infrastructure for future power needs in Scotland. That must mean big investment in wind, wave and tidal power. Scotland has a real opportunity to be the powerhouse of marine energy generation. I hope that this week’s announcement about increasing incentives for power companies and emerging companies in Scotland that are testing and selling the Pelamis wave energy system to the Portuguese, for example, will help them to get kick-started and to thrive.
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Investment and creating an enterprise culture are not only about the Government—Alex Neil referred to that and I whole-heartedly agree with him. We should think about the £600 million that is spent on research and development in the private sector and our capital investment figures, which are simply not good enough. The problem is not all down to the public sector. We said in the business rates announcement that we will help with research and development. We still have to make an announcement about the size of the companies that will be involved, the nature of the research and development and the detailed rules, but we are prepared to provide business rate support if a company is going to invest in research and development. We should consider the £600 million figure against the UK average—Scotland should be investing £1.3 billion—and the target of more than £2 billion of investment. The figures show how far short we are.

Last week, I visited Fuji Electric (Scotland) Ltd in East Kilbride, where I was told that 60 to 70 per cent of the materials that it uses in its production process could come from Scotland. However, none of the materials come from Scotland—all of them come from Japan. The company has carefully considered the matter and says that the failure of UK companies to invest in the modern, high-technology plant and equipment that is needed to increase workforce productivity is the reason for that, rather than higher wage costs here. Some—including many in the chamber—will make such investments, but too many people in too many places do not. We must turn that around.

I remember when senior politicians and leading industrialists from Russia visited Aberdeen to see the place where Crombie cloth—the fabric for the greatcoats that are worn by people at the side of Red Square when there are marches past in annual ceremonies—was manufactured. When they visited the plant in Aberdeen—which no longer exists—they saw first world war machinery producing the cloth for export overseas. The same remarks apply to many other industries. We know what happened to our steel industry in the UK, for example.

I heard a story from somebody in IBM, who went to see IBM’s suppliers. They saw the side of the factory that had the new equipment for the supply of the IBM products—IBM had forced the company to invest in new plant and equipment to become productive. The machinery for the company’s standard UK supply contracts was at the other side of the factory. The question was asked why there was not the same investment for the whole factory. The answer was that the company could not afford such investment for the other half of the products that it supplies. My argument—and strong belief—is that that company cannot afford not to make such investment. Such investment is still not happening in Scotland.

We must change the culture and approach here and start with the very young. We must get the “Determined to Succeed: A review of enterprise in education” strategy into our schools. I refer to the work that has been done by Charles Skene and Tom Hunter, who served on the determined to succeed task force, which I chaired. At the time, I said that nothing was more important in my political life than getting the determined to succeed approach into our primary and secondary schools. That approach needs to be taken in our universities and colleges. Every business and business person in this room—not only one or two wealthy entrepreneurs or individual millionaires—must get involved in the agenda. Everybody must engage in it—we must be passionate about it and about tackling the problem of those who are not in employment, education or training. I refer to the 35,000 16 to 19-year-olds and the 300,000 others who are not in the labour force in Scotland. The Herald recently reported a frightening statistic relating to those 300,000 people. How many of them would accept a job if offered one today? Thirty per cent would accept a job. Seventy per cent indicated that they would decline. That is a frightening statistic for Scotland and one that we must do something to tackle. A big initiative is needed to try to get to that difficult-to-help, difficult-to-support group, but intensive support is needed—and not just from Government and the public sector. 

I heard what Ian Graham and Nosheena Mobarik said about bureaucracy, regulation and red tape in procurement. I was shocked by what they had to say but, in truth, I was not totally surprised. There is not a single politician or minister who would want to put that sort of barrier in the way of a Scottish business being able to work for Government or the public sector. There must be organisational problems; big organisations tend to behave in a particular way. We need to examine and tackle that. I could give you fine words this afternoon in the chamber, but the most practical thing that I can offer is to crash my diary for next week and to ask Ian and Nosheena to come along and meet enterprise and procurement officials. Let us start to take on the issue and let us ensure that in future Graham Technology does not work for every Government on the planet except the Scottish Executive. 

Let us ensure that we take action and let us ensure that politicians here in Scotland can be champions of better regulation not only in the Scottish Executive and the agencies that we are responsible for, such as Scottish Water and SEPA, but that we can also lobby the UK Government and do things in the EU. We should not simply accept the regulations that the EU gives us, which are sent down from on high; we should engage and make a difference by participating in the development of the regulations as they are happening. 

I am going to skip over many of the remarks that were made and I will not comment now in too much depth on individual issues, but I am happy to do that in the question time that follows this session. We are not only going to listen to questions; we are going to try to answer them in real time. That gives me a great opportunity to pass the difficult questions to Alex Neil, and that is an opportunity that I am about to seize.

In pulling everything together and in trying to make a success of an event such as today’s meeting, it is important to realise the strength of what we have. We should not become too inward and downward looking. Scotland has great international and global potential. We see that with our universities and our public sector research. The Edinburgh royal infirmary has a new medical school alongside the new hospital. There are also new research institutes there and Ian Wilmut and his colleagues are now doing world-beating global research. There has been more than £50 million of investment in the medical school and more than £40 million of investment in the research centre. It is truly impressive in scale and quality. 

We are doing some great things, but we need to do even more. We need to be more creative, more innovative, more productive and more competitive. Those are easy words to use, and the only suggestion that I can make is what Adam Crozier suggested last night: we must tackle the problems one by one, knock them down one by one and ensure that we make progress on all of them. 

The scale of the challenge is not to be underestimated. We say that we are world class in relation to energy, renewables, life sciences, robotics and informatics, but let us remember the scale of our challenge. If we forget for one moment about North America and Japan, and look only at emerging nations such as Brazil, Mexico, Russia, India and China, we see that we have big, big competition out there. Let us remember the growth rate in India and in China and the population of those countries. There are more than a billion people in each of those nations, with growth rates of between 8 and 9 per cent per annum.

I have met Luxembourg’s education minister on several occasions. She met China’s education minister and they exchanged views on the world. He asked her how many young people she was responsible for; the answer was 75,000. When she asked him the same question, she found out that he was responsible for educating more than 350 million young people in China. Even if we imagine that only a tiny percentage of those people are bright, talented, creative, competitive and entrepreneurial individuals, we realise that we face big competition out there on this planet. That is why the challenge for us is so strong and why it is so important that we meet it.

I am determined to succeed and am passionate about doing so. I want to make a difference. The great thing about this Parliament is that individuals and politicians from all political parties want to make a difference. On this issue above all others, we must work together, we must be international and we must be determined to deliver.
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Question Time

The Deputy Presiding Officer (Murray Tosh): We now move to question time, during which delegates will get an immediate answer to questions that they ask. The system will operate through a show of hands and questioners must speak into the microphone. I think that Nicol Stephen will take most of the answers, despite his attempt to co-opt Alex Neil into the Government. However, if there are questions for the Enterprise and Culture Committee, Alex Neil will take them. On some issues, Alex Neil might well feel that he wants to supplement what the minister says; that is a revolutionary innovation.

Andy Willox (Goldstar Cleaning Services): I ask my question as someone whose domain and business lie in Aberdeen. I would like someone to give me an answer on when we will get our western peripheral route, which is an issue that has been on-going for 20 or 30 years. I think that some of us should jump in the back of a lorry to find out what happens to the hundreds of people every day who drive through side roads and back roads. At some of the busiest junctions in Scotland, the roundabouts have got to be taken away to let the lorries out.

The situation is strangling Aberdeen; the minister does not need me to tell him that Grampian Country Foods had to move out of Aberdeen and is now happily located somewhere else in Scotland. The same is true of Donside Paper Company and the list could go on. Small businesses are having to start again and to look for new locations. The situation is getting desperate and it seems to be taking forever to get the western peripheral route.

The effect on my business in Aberdeen is that, in a day, I can get to only two thirds of the clients that I used to be able to get to five years ago. My productivity is affected because drivers are sitting around in vehicles every day, which is not helping the environment.

The Deputy First Minister and Minister for Enterprise and Lifelong Learning (Nicol Stephen): I will start by being controversial. Where we see economic success around the globe, we see huge transport difficulties. We have spoken about some of the great dynamic cities that are expanding rapidly and we have mentioned Singapore, China and India. Although congestion and the other problems associated with the explosion in use of the motor car over recent decades are not peculiarly Scottish problems, they are problems that industry and business would feel more comfortable about tackling if they felt that Government was a genuine partner and that significant improvements would result from Government investment.

The Shanghai maglev scheme is a highly ambitious project, but the technology for it was developed here in the UK, taken on by the German company, Siemens, and then sold to the Chinese. We have no bullet train or rapid transit system in any part of the UK—certainly not in Scotland—to match the best transport systems in the world.

I want to be ambitious for the future as regards Scotland’s transport infrastructure. It is not simply a question of catching up and patching up. We need to look at the big projects and find ways of funding them. Amanda Harvie was right to say that we have to be more innovative in how we leverage in private sector contributions. That is important. 
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We are investing more in public transport, we are investing more in new rail and tram schemes and we are investing more in our roads. It is not a question of expanding the transport budget by squeezing the roads budget. Some of the roads schemes that we are promoting are controversial, although perhaps not to this audience. I assure you that the M74 extension is very controversial; it is, as people know, before the courts. The Aberdeen western peripheral route is not without controversy, which I know because I am member of the Scottish Parliament for Aberdeen South. A member of the Parliament asked me how many projects in Scotland involve driving a motorway through the middle of a constituency, but I was able to assure that individual that it was not just his constituency that was affected in that way. There is significant discussion about the route of the Aberdeen motorway. However, as a former transport minister, I guarantee that a decision on the route will be taken this autumn; the road will be built. My colleague, the new transport minister Tavish Scott, has not yet received advice from officials, but he will during the next few weeks and will make a decision shortly thereafter. The plan is that a decision will be made in the autumn. After that, we will get cracking with the scheme as quickly as possible. 

Mr Donald MacRae (Lloyds TSB Scotland): In his address, the minister talked about the balance between the public and private sectors. Public spending in Scotland in total has been consistently higher than in the rest of the UK by about 10 percentage points over many years. The latest official data suggest that it is 50 per cent of GDP, although my own updated figures make it about 52 per cent. That figure has been rising over the past few years. I particularly welcome the news that the minister will re-examine the rules on procurement so that the benefit to Scottish businesses can be maximised. Is that balance of public spending as a percentage of the economy correct? I ask because I, as an individual, benefit from the public sector: my wife works in it. I have nothing against the public sector, but I am inclined to ask whether the balance is correct.

Nicol Stephen: Some very successful economies have a high level of public sector spend; you need look no further than some of the Scandinavian countries. However, I take the point which is, in a sense, the point that I was trying to make earlier, that the balance between public sector involvement and investment and the role of the private sector is important.

It is the wrong solution for business always to be looking at Government to increase its investment in infrastructure and public services. That is the wrong solution for the needs of private industry. I have worked in private industry, and I know that skills, strategy, management ability and willingness are necessary to take risks and to invest. We must do the things that make the difference. There is an important debate to be had about those issues. There are many aspects of the public sector that people need and want passionately. They want better quality health services in Scotland, they want more investment in police officers in Scotland, and they want roads and more roads, it seems, so there is a big demand for tarmac. People want more teachers and they want more sport, drama, music and better facilities for kids at school. There is a pretty strong thirst for investment in the public sector. Through debates such as this one, we need to get the balance on investment right.

We also need to look for greater efficiencies in the public sector—a lot can be achieved in that respect. Indeed, the main source of funding for the business-rates cut is the drive for efficiency in the public sector in Scotland. The issue is not always about cutting the public sector; it can be about delivering measures in smarter and more efficient ways and about involving the private sector in more creative ways.

Ms Patricia Kennedy (PA Kennedy): It is hard, if not impossible, to disagree with the First Minister’s statement earlier today about his aim for Scotland to become the best small country in the world. However, what is the process for the private and public sectors having a joint discussion to create a more specific blueprint of what we want to create? As Nicol Stephen said, there a lot of demand for roads and tarmac, but there is a much larger issue about water, housing and transport. What is the blueprint closer to the ground?

Nicol Stephen: I am far from having all the answers; indeed, the simple answer to that question is that I do not know. However, for the first time in Scotland we are to have a national transport strategy. Through Scottish Enterprise and the Enterprise, Transport and Lifelong Learning Department, we have a framework for economic development. Scottish Enterprise has a national strategy and Highlands and Islands Enterprise has a strategy. Strategies exist, but there is a big responsibility on Government and on all of us here to ensure that we join them up in the right way and deliver them effectively.

It would be easy to create a strategy document, although I hate to think of its scale and content and the exact nature of its delivery. Would it be one of those documents that sets lots of targets? We have plenty of targets in Scotland on many issues—if people want to see targets, they should come to the Scottish Executive. However, the issue is whether we deliver on those targets and make a difference in the right areas. For example, are we joining up what goes on in schools with what goes on in universities and colleges? Are we joining up the private sector with what our transport officials and teams should be doing and with what goes on in Scottish Water and the Scottish Environment Protection Agency?

The issue is complicated. It is wrong to pretend that politicians can deliver all the answers or that intervention will solve everything. However, the answer lies in discussions—such as this one—to identify the problems, knock them down and find solutions. Working together is what it is all about. I have spent more than 20 years of my political life in Scotland trying to urge greater co-operation and partnership with industry and trying to get business people in Scotland to think about the issues and contribute in our schools and universities and to government. Ian Graham’s story this morning about huge frustration in dealing with the public sector should not exist. Let us change all that in a passionate and concerted way—let us do it together.

Mr Gerry More (Cala Homes Ltd): I have enjoyed the conference; it has been great to have the opportunity to engage with the Parliament. Last week, Cala Homes opened the Crombie Mill development—a building that had been lying derelict for decades. Nicol Stephen will be pleased to hear that it is now a restaurant, flats and offices. However, from the first planning application, it took us six years to realise that scheme. The planning system is broken, so I am delighted that the Executive is doing something serious about it. The “Modernising the Planning System” white paper that was published recently is a great first step in that direction, but I must admit that I am all consulted out on the matter; we now need delivery of the fine promises in the white paper. Specifically, the proposed national planning framework will be great at central level, but how will we ensure that it is driven through to local councils so that they embrace the goals that are laid out in the framework?

How do we ensure that local authorities keep their development plans up to date? Seventy per cent of development plans are out of date. I understand that local authorities will have a statutory obligation to update the plans every five years. What will happen if that is not followed through?

Finally, can we once and for all nail the bogey of third-party rights of appeal? I am all for community consultation, but at the right time and not at the end, when all the decisions have been made. I have a site for 400 units that went through planning last week in Aberdeen. The site was allocated and had a development brief, and a councillor said that it was a sad day when that site proceeded.

Nicol Stephen: I will try to be brief, because other people want to ask questions. I agree that changes to planning are very important. We need to make the system simpler, quicker and more effective. In everything, that is our challenge. Our challenge is to change, and to change things for the better. People often find change threatening. Change is a negative word in many organisations, but people like change if it is progress and is an improvement.

The big challenge for all of us is to make certain that when we change the planning system, the education system and the approach to transport, we make improvements. Sadly, that has not been the record in all those systems in the past 50 years. We should not focus on one Government of one political colour. Scotland as a nation had problems through the latter part of the 20th century. We need to capture a bit of the spirit, approach and drive that we had when the leading industrial, entrepreneurial and academic names of the past—to whom we have referred—emerged.

We should ensure that what we do today in 2005 will deliver for the future, create a better planning system, lessen the weight of regulation and create new opportunities for our small and medium-sized businesses. I am far from convinced and I know that we do not always get it right. Some of the changes that we make today will prove to be flawed or to be not good enough to crack the problem and to make the real difference that we want. That is why we must keep chipping away at each other. That is why opposition is so important in government and why it is important that we involve businesspeople, so that we politicians understand better the private sector and business.

Mr Ian McKay (Royal Mail Group plc): We are two parliamentary sessions into a Parliament that was designed to be accessible to civic society. I do not subscribe to the idea that we must have in the Scottish Parliament members who come from business backgrounds, but I do subscribe to the idea that we need good communications between MSPs, the Executive and the business community. Like Gerry More, I believe that today’s event has been extremely useful; it has been an awful lot better than last year’s—if people do not mind my saying so—and very inclusive, which has allowed us to cover much ground. My question is this: What next? What mechanisms can we find to maintain the dialogue that we can have on days such as this as we go through the parliamentary session? In particular, how do we keep in touch when the Executive needs the views of business? How does business keep in touch when it wants to talk to the Executive?

Nicol Stephen: What is next is that I will ask Alex Neil to answer that question.

Alex Neil (Central Scotland) (SNP): What is next is that we will follow this event with a report, which will be published jointly by the Executive and the Parliament. The Enterprise and Culture Committee will then complete its inquiry. As delegates know, we are taking evidence throughout Scotland from all sectors—private and public—on business growth. We will send our draft report and our final report to the participants in the conference. Under Parliament’s rules, the Executive must reply to our recommendations within eight weeks. The Executive intends to send to participants in the event a copy of its response to the committee’s recommendations.

We might decide to hold an event like this to discuss further some of the issues and recommendations that come out of our inquiry. The intention is for conferences such as this, which is modelled on the White House conference on small business, to be held annually in Parliament. That is why we are issuing questionnaires to see how we could improve it. We do not want to hold events just to talk for the sake of talking; there must be a purpose, which is to agree what action needs to be taken to boost business growth in Scotland. That is the key thing. We will be judged by what happens, rather than by how much talking we do.
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Ms Gillian MacKinnon (Compass: TMRP): I am an Inverness-based consultant and president of Inverness Chamber of Commerce. Although it is called Inverness Chamber of Commerce, we attract Highlands-wide membership. When we heard about the new regional transport authority we thought, “Great! Here’s a chance to become involved with setting a strategy on transport for the Highlands and Inverness.” It was with some dismay that we found that chambers of commerce were being excluded from membership of the body, which is largely public sector dominated. We find that illogical, given this event today, in which you are trying to take on board business views. What are your views on that?

Nicol Stephen: Chambers of commerce are not excluded by me or by any Scottish ministers—quite the reverse. The whole intention was to involve organisations such as chambers of commerce in the new regional transport partnerships. If they are being excluded in the Highlands, all I can say is that that disappoints me greatly. The whole spirit of the new approach that we are taking to transport in general, and the regional transport partnerships in particular, was to involve the private sector. If I had had my way, the private sector members of those bodies would have had a vote as well, but Parliament was not willing to go along with that. However, the compromise that we reached in the Transport (Scotland) Act 2005 was that if the regional transport partnerships wish to give the private sector members of the bodies a vote, it is possible. I do not think that that will happen at first, but it certainly shows my thinking on the future direction and how the regional transport partnerships should develop.

Mr Douglas Millar (Lanarkshire Chamber of Commerce): I do not intend that the chambers of commerce will take over the debate. I was surprised by the minister’s saying that he was not aware of the public procurement issue for businesses, because chambers of commerce up and down the country have been raising it for several months now—it was certainly raised in our local economic forum. I know that the Executive is reviewing local economic forums. Hitherto, the perception has been that the LEFs are very much talking shops, but they should be conduits through which we can talk to local authorities, Scottish Enterprise and Parliament. I wonder whether we could beef up the forums with more private sector involvement so that we get the messages through loud and clear to the people who matter. I extend a specific invitation to the Deputy First Minister to come to our local economic forum in Lanarkshire to hear about some of the problems that we have.

Nicol Stephen: I should not do anything other than hold my hands up and say that I was not aware of the level of concern. I was certainly not aware of what Ian Graham described, which was the detail of the direct impact on small business. I get briefings on such matters and am told that we are introducing e-procurement and how it is intended to be friendlier and better for small businesses and, indeed, for all businesses in Scotland. I know how organisations behave and I see how the Scottish Executive behaves. I do not think that any individual in the Executive would want to block or dampen down the prospects of a Scottish business. Clearly there are difficulties: I see that with big contracts because I have been directly involved in some of the big transport procurements, for example. I have seen how tangled and bureaucratic the process can get and how there can be big delays and difficulties. I fully accept that problems are occurring. All I would say is let us see what we can do about that. If my ignorance is large I apologise. However, let us not dwell on that and let us do something about it. I would be happy to take up the invitation.

Mr Alan Wilson (Scottish Council for Development and Industry): I would like to make two points. My first relates to the determined to succeed programme, which the minister mentioned. My second is about partnerships, which have also been mentioned. There is universal agreement to the principles behind the determined to succeed programme. Enterprise education is not a new concept—it has been around for a long time. However, £86 million is a vast sum of money. We have never had such investment before and it is appreciated. My problem with it is that the most recent evaluation, which has been out for only a few weeks, indicates that the programme is perhaps not being delivered as smoothly or efficiently as was hoped, although it is early days. Not surprisingly, there are difficulties in engaging businesses because the programme is being implemented through local authorities and there is not a genuine partnership with organisations such as SCDI, the chambers of commerce, the Confederation of British Industry Scotland, the Federation of Small Businesses, Scottish Financial Enterprise, the Institute of Directors and so on. If existing networks were used there would be scope for much better implementation. Why duplicate? The wheel exists; utilise it.

The same applies to partnerships. I have said it often in connection with our relationship with Scottish Development International that the local enterprise company network and Scottish Enterprise are often difficult to break into. I appeal for real partnerships rather than partnerships that exist in words only. A partnership often seems to mean, “You do your thing and we’ll do ours, and let’s not get in each other’s way.” That is not the best use of resources.

Nicol Stephen: You are right. I would like the determined to succeed programme to be happening in every school in a more enterprising, passionate and professional way, with real vigour and momentum. In some schools the programme is happening brilliantly; I am sure that there are others in which it is mediocre, and that I, Alan Wilson and others would not be sufficiently content with it. To aim for the best is important, but there was constant tension in the review group as we considered how to divide £86 million between the education side of things and the enterprise side of things. We had to decide whether we would work with the grain, and work through the local authorities, the education authorities and the schools, or whether we would try to force the programme on an unsuspecting education sector. We unanimously agreed that the way to do it, while not ducking the difficult issues, was to try to make it happen, to work with the grain and to ensure that it was happening in our schools. It is now happening, which is a significant success.

We must always guard against that review group’s spirit, which involved enterprise and education people, being diluted or undermined. It was the right spirit. The fact that we are making such a scale of investment in that area is important. The real answer is that we have got the money. The money is in the enterprise and lifelong learning budget, and the team that is responsible for it on the Government’s side is an enterprise team, and not an education team. The best way to ensure that what we want happens is by business people and every business in this room ensuring that they are part of a school and business partnership that is part of the determined to succeed programme. We are a long way from that, at the moment, however.

Mr Stephen Boyd (Scottish Trades Union Congress): My interest is in how we make Scotland a better place in which to live and work as well as a better place to do business. Over the course of the afternoon, I have detected a strong consensus in favour of Alex Neil’s aspiration to double the rate of growth. I also detected a strong consensus in favour of the deregulatory agenda that was set out by Mr Willox. Indeed, I struggle to remember the last time I heard a minister make a positive case for regulation. My question to the minister is simple. If the Executive intends to embark on, and to maintain, a commitment to pursuing a high growth, low regulation economy, how do we make that sustainable for the environment and for the workforce?

Nicol Stephen: Sustainability is important. I mentioned renewables and the importance of investing in wind, wave and tidal power. Scotland could become a powerhouse in that area and it could create thousands of jobs. I also think of the Executive’s green jobs strategy; there are many other areas—agriculture, forestry and our food industry, for example—in which we can do great things sustainably. Scotland is well placed to do that. Scotland the brand is perhaps not identified with business, but it is identified with high values in terms of the environment and sustainability. I would be hugely disappointed if the approach that we take to growth was to undermine that. If that happened, we would be destroying the goose that lays the golden egg. By going for unbridled growth, we would do the wrong thing for the future of Scotland.

I am absolutely committed to growing the economy and to making growth the number 1 priority for the Scottish Executive, but we need to make sure that we do that sustainably. There will always be debates, tensions and difficulties between the public sector and the private sector and between education and enterprise. In the sustainability agenda, there will be people who believe that we need to lean further towards a particular side, but it is important that we make progress sustainably.

Mr Andrew Bissell (Barco): My background is in software but my question is on energy. I am concerned that, although Scotland is an attractive place in which to live, it is attractive only if you live in a well-heated house. It is fundamentally a cold environment. Oil prices hit highs this year and they will continue to rise. As the cost of energy rises, I wonder whether we can make the transformation in time into an economy that has a sufficient amount of renewable capacity online.

Nicol Stephen: Whether that happens in time remains to be seen, because who knows where the price of oil and gas will go? It is certain that the price will go up, and my commitment is to make sure that we drive forward renewables as quickly as possible. Until the past few months, and perhaps even the past few weeks, some people were suggesting that our drive towards the use of renewables might undermine our competitive position. They argued that if other countries have cheap oil and gas and continue to generate power in the way they have done historically while we go for more expensive renewables, Scotland could be at a cost disadvantage.

Every single bone in my body and all my instincts suggest to me that the quicker we get renewables in place and the quicker we crank up the level of renewable production in Scotland, the better it will be for our competitive position not just in Europe but around the globe. We are hugely well placed to do that. The wind power applications that we have at the moment—the ones that are known about and are the subject of full applications to local authorities—would be enough to power all Scotland’s electricity needs from wind power alone. Not all of them will receive planning consent and be built, but that gives a sense of the scale of the shift in what is happening.

It is important that we have a mix, that not all production is from wind power and that we seize the opportunity presented by wave and tidal power, which I mentioned earlier. The estimate is that wave and tidal power could provide 10 per cent of our electricity needs and employ about 7,000 people. It could generate about 1.3 gigawatts, and that is without even mentioning biomass. If the price of oil hits $100, $150 or $200 a barrel, we will be asked why we did not do more about renewables, and sooner.


Scotland’s International Image

The Deputy Presiding Officer (Murray Tosh): I am afraid that the clock has beaten us so I apologise to anyone else who was hoping to ask a question.

We now come to the final item of business. Our keynote speaker is to speak on the theme of Scotland’s international image and place in the global economy. I invite Kevin Sneader, director and senior partner of McKinsey & Company in New York, to come to the lectern and address the conference.

15:45

Mr Kevin Sneader (McKinsey & Company): Good afternoon. It is very nice to be here. I am afraid that the accent has suffered from crossing the Atlantic many years ago, but I grew up in Glasgow so it is a pleasure to be back to confront such an august body with such a hard topic.

I have been asked to talk about Scotland’s image. I could do that by offering a few opinions, but I will try and bring some facts to the table. In the space of 15 minutes, it is almost impossible to take you on a world tour with every fact that contributes to how Scotland—a complicated animal—is perceived around the globe.

I start with an observation. I am not going to talk about Scotland as a brand but, as I go around the globe, people ask me where I get my funny accent from, and when I say that I am from Scotland, they all immediately start to offer observations about how wonderful the Scottish people are. We start with some huge advantages because of the values that others ascribe to Scotland. While facts are in the eye of the beholder—and I am sure that many other views could be taken of the figures that I will show you—the facts that I offer raise the question whether that set of values, which is very positive towards business, is associated with business today. In other words, what is the association between Scotland and business? Are we perceived to be a businesslike country? A question for this group is whether that matters and, if it does, what it is going to take to change some of the data that I am going to share with you.

It is late in the day, but I have quite a few numbers to show you and a few points to make. I will use three reference points today. One is Scotland, and the current slide shows some numbers that I borrowed from the Organisation for Economic Co-operation and Development. The second is Ireland, and the numbers for Ireland on the slide are from the same source. It is a smaller country whose gross domestic product is about the same as ours, with a reasonably robust GDP per capita gap. The final reference point is Singapore, where I lived and worked for several years. Singapore is often held up as an icon, in terms of being a business-friendly environment. These are tough benchmarks—they might not even be fair ones—but they serve as a set of reference points for a discussion that we can have about Scotland’s international image.

I have also examined nine other countries and will use them in our discussion. In GDP terms, the countries range from the colossal United States down to the not-so-colossal Dubai. Nevertheless, those countries account for more than 90 per cent of the growth in the world economy. Whether we like it or not, it is a reasonably fair and objective set of countries to measure. Scotland cannot seek to have the same image in all of them, nor should it, but at least those countries will form a backdrop for our discussion.

I have tackled this huge topic by doing something quite straightforward and arguably unfair: I have examined the mentions that Scotland gets in the leading business journals, newspapers and other media forms from which the opinion leaders and business leaders in various markets get their news. I will quickly share how often Scotland is mentioned and what for in different parts of the world.

Scotland is mentioned a reasonable amount in The Wall Street Journal. I have used that paper for the US, although I will talk more about the US later and will use other sources. The current slide shows the overall number of mentions for Scotland—it also shows the number of mentions for Ireland and Singapore. We are mentioned most often in Canada—the number shown in the slide is the number of mentions in the leading business source in that geography. Of course, we can play games with what matters and what does not matter. For those of you who are not good with colours, the next ten to 15 minutes will be quite challenging, because a red figure on the charts on the slides means that that country gets the most mentions; a blue figure means that that country gets the second most mentions; and a black figure means that that country gets the third most mentions. There is a lot of black in the Scotland column, but does that matter?

Let us understand what we are associated with. The Wall Street Journal is not known for its sports coverage, so we can take solace from the zero value for that. Singapore scored very well on sports, but the more astute among you will know that that is because the discussions about the Olympics took place in Singapore—even The Wall Street Journal acknowledged that those discussions were taking place.

Scotland was mentioned 47 times in relation to business. Therefore, Scotland was mentioned reasonably frequently for business—more frequently than Ireland, but nowhere near as frequently as Singapore. Again, does that matter? I am not going to assert whether it does. We get a reasonable number of mentions for business, but we do not score that well on any of the other dimensions.

The next slide shows US headlines from a different period. Unfairly, I did not include the Open golf championship, which was well covered, in the previous slide. Tom Watson and other famous golfers were mentioned and associated with Scotland—the RBS is on to something. However, the reality is that there have not been a lot of business headlines in The Wall Street Journal that have included the word “Scotland” in the past few months.

Let us consider Scotland’s coverage in Germany. Note the reference in the slide to sport. What do you think that is associated with? If we take the word “Berti” out, Scotland does not get many mentions at all. That is not necessarily a good thing. Indeed, I think that we can safely say that it is definitely not a good thing—that can go on the record. The challenge that we have in Germany is simple: we are mentioned in relation to sport and culture and get an awful lot of mentions in relation to politics, but we are underrepresented compared with Ireland or Singapore when it comes to business. Why is that? In France, it is pretty much the same story. The French like to mention us for politics and sport, but they largely ignore us when it comes to business.

Canada is a little different. The Canadians are obsessed, politically, with Scotland. I looked at some of the headlines and there was an awful lot of coverage of this chamber—not inexplicably, I guess, given the heritage. However, again, we are underrepresented in business compared with Ireland and—dramatically so—compared with our friends in Singapore. Scotland features in political and cultural news, but only a little in business news. In Australia, it is the same general story. We get well mentioned for sport, but we are not mentioned at all for business—or at least, not in comparison with Singapore, and we have far fewer mentions than Ireland.

Those are the developed markets. I have travelled and lived in many of those countries, in which there are positive images of Scotland and positive values associated with Scotland. The brand is not the problem: the issue is that, at the moment, we are not associated with business.

Does the issue change when we get outside the big countries? Let us take, for example, the Gulf states and the leading journal in Dubai. The situation is not really any different. We get a lot of sports mentions for the ex-pats. What happens in the developing markets, some of which were talked about earlier? In Russia, the truth is that nobody gets mentioned very often, but Scotland scores okay. The slide also shows some of the numbers for Ireland and Singapore. Russia is a new market—a battleground market. What is it going to take to change the way in which we are perceived and deepen our association with business in such geographies?

In China, we got an awful lot of mentions recently for the trade mission and the other things that I know that this country has embarked on, but we have some catching up to do as the Chinese market evolves. We are simply overshadowed by others; yet, our image has some fundamental values that Chinese business people happily recognise. Let me end this tour round the numbers, before moving to what it all means, by looking at India, where we have started to get mentions recently because there is an SDI office there or because some form of outreach has just taken place there. However, again, the numbers are pretty stark, compared with those of other countries that people may claim to be the best small countries in the world.

When we step back and look at how Scotland’s image is perceived when it comes to business, the truth of the matter is that we are just not mentioned that often in a business context. I do not know whether that is a huge problem. In a world that is not about broadband and the terms of communication, we should not necessarily have to use these metrics as our measure of success—I want to be the first to say that before somebody else points out the obvious. However, it is interesting to observe that although we are a country whose brand is underpinned by a set of values—including integrity and trust—that should be very much associated with the world of business, we are not recognised for that. Maybe our public relations strategy is not quite working, or maybe we have the business stories but are just not telling them loudly enough.

Let us look at one market in a little bit of detail. I am talking about the United States, the country that I get to live in. I looked to see what is happening—what the trend is over time. I first did this analysis a year ago, and I have looked at it again since. The reality is that coverage in the US is, basically, flat. We are getting more mentions for culture and tourism, thanks to the G8 summit and related coverage. However, if those areas are taken out of the picture, it looks a lot bleaker than the slide suggests. In the US, Scotland gets few mentions in relation to business, although that is true of other countries in general. The US is getting more insular, not more extroverted. Mention of other countries, except Singapore, is declining—and the slide shows the other geographies that I looked at. However, Singapore’s coverage is basically flat, and so is ours; when it comes to business coverage, everyone’s share is declining. As a market, the US does not like to read about other markets, but judging whether that matters is complicated.

If we are going to do anything about the situation we must reflect on the matters that people want to hear about. A lot of money could be spent on reinforcing words such as trust, and on branding and all that goes with that. I do not suggest that such money would be badly spent, but a lot of money could be spent on such things. I spend a lot of time working on branding, and it takes an awful lot of energy and dollars—or pounds—to change the core values of a brand. The challenge may be how we engage the decision makers and ensure that we have a positive association with the things that shape image, including economic image, which is most important. I am thinking of our people and how they are educated; the availability and use of capital; whether the tax and regulatory regime is favourable; the quality of the networks; the ability of people to interact with one another; the homeliness of a country for its innovation and the way in which it fosters that innovation; and the quality of its infrastructure.

If you read the headlines and examine what is said about Singapore, you can see that the coverage is about most of the elements in that list. The headlines say some less-than-choice things about the people of Singapore, but they talk eloquently about many of the other attributes that go into making an economic image. If pounds are going to be invested and dollars spent, perhaps the issue is that to shift the things with which Scotland is associated will require a lot of work against each of those elements. I do not know how long that will take, but I know that it will be expensive. 

I am left with one thought, which is that you cannot do everything. It is right to have a debate about focus, because that is really what we are talking about. Delegates should decide whether they care about Scotland’s image—I personally think that perhaps we should. However, given Scotland’s size and the enormous ambition and aspirations that we have heard about, which are admirable and which I applaud loudly, our image will probably require to be changed blow by blow, as somebody said, but in a very focused way, taking on some of the themes that fundamentally drive the way in which economic image is shaped and working against them. Spending a lot of money to reinforce some already strong brand values may or may not move the needle. I would argue that it would not—it is all about focus.

When you get to travel around the world, you can observe what tends to lead to people hearing the right thing. They like to hear things from Government about the nature of competition and what is done to nurture it. They like to hear about regulatory reform—or less regulation, rather than more. They like to hear about a public sector that has a vision for reform and is willing to learn with pride from the private sector rather than attack it. They like to hear about best practice and a willingness to take on the traditional ways of doing things and shift them. They like to hear about a private sector that recognises that competition is important, as is being twice as competitive as people think that they need to be. They also like to hear about a private sector that is good at getting value from IT, that does not just spend money and that is open to other ideas.

If I were asked, “What do we need to do to change the image of Scotland?” I would suggest that the answer is partly about investing some money in how that image is shaped, but mostly about the kind of debate that takes place and where the energy happens. That will require focus and recognition of the themes that, ultimately, business people want to hear discussed, because if the discussion is mostly about other topics, we know that we have a brand that readily lends itself to such topics, but which lends itself less readily to business. 

One manifestation of this debate is to ask what the three people whose photographs appear on the next slide have in common. I asked another group that question, and they managed to get the answer, which is that, according to the business pages of The Wall Street Journal, those are the individuals who are most associated with business in Scotland, Singapore and Ireland. One is the leader of a bank, the second is the leader of a country and the third is a pop singer—the bar ain’t that high in some regards.

We have a challenge. I leave delegates with one thought, which is that I think that we have a great set of core brand values. We can reinforce them and talk about them, but our challenge is to associate them with the world of business. Events such as this help. I sit on a few international bodies, but this event is the first I have seen of its kind. I genuinely think that the quality of debate has been high. Perhaps there is a question about how we can sustain the momentum and orientate debate of such quality around some of the issues that fundamentally motivate the way in which business is perceived.


Closing Remarks

16:00

The Deputy Presiding Officer (Murray Tosh): I thank Mr Sneader for sharing his thoughts and insights with us. 

We are now almost at the end of the afternoon’s business. I should say, before we close, that there will be a range of follow-up actions. A transcript will be produced and there will be a formal response from the Scottish Executive to the issues that have been raised. Delegates should receive those shortly. 
Alex Neil has already told delegates what the Enterprise and Culture Committee will be doing both in general and in relation to feedback from this conference in particular. The committee will produce a report at the end of the year, and delegates will receive a copy of that report. 

I should have reminded delegates at the end of the question session that anyone who was upset that they did not have the opportunity ask a question can complete and hand in—as outlined in the delegate pack—the pro forma that is in the pack. That should ensure that they receive a response to the question within 28 working days. The minister may think that he has answered enough questions, but if there are more, we will certainly get the answers. 


I have one final piece of housekeeping to mention: I ask the six rapporteurs from this morning’s working groups, their facilitators and Mr Sneader to stay for a couple of minutes at the end of proceedings. 

I have enjoyed this second business in Parliament conference and found it interesting. There were lots of sparky moments and a lot of interesting points have been raised. I hope that delegates have found it interesting and worth while and that they will find the feedback to have been worth the time and the trouble that they have taken to be our guests today in the Scottish Parliament. I do not do this very often, but as we have all these strangers here today, I will end the meeting formally with a rap of the gavel. 

Meeting closed at 16:01. 

