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Introduction

When considering the title of this section - ‘moving forward’, it is necessary to look at the wider context of the changing environment within which we currently operate and within which a Scottish Parliament will need to operate. Later speakers in this session will no doubt talk in more detail about local authorities, LECs and their relationships with other bodies. This paper cannot seek to cover the full range of issues in 20 minutes, it therefore only seeks to explore a few of these.

To set the scene, Economic Development is big business in Scotland. In 1994/95 SE spent £90 per man, woman and child (£438m net expenditure). To this can be added HIE and LA expenditure. Based on my research for COSLA a few years back LAs spend at least £20 per head (£90m), and probably more on directly attributable economic development activities. That’s roughly £500 per year for a family of four. True, much of this expenditure would be made anyway, for instance those on training schemes would often be paid social security if they were not on training allowances. But still these are large amounts and we must ask are they being used as effectively as possible or would they be better spent elsewhere? With short- and long-term pressures upon public finances it is essential that this money brings significant returns to society.

In this paper I want to consider broad context of some of the changes in the world economy and the growing importance of regions. Then I want to consider a few issues concerning the nature of LED organisations. Then I will try to bring some of these issues together, although recognising that in 20 minutes many key issues can only be glossed over or may be omitted.

Section 1. The context of the changing economy

The OECD (1996) and many bodies and policy makers have emphasized the importance of moving the economy to a higher and more flexible skill level. This is in order to effectively compete in the global economy in new and existing industries and to improve standards of living. I will not consider the many socio-economic, political and technological changes that are occuring, but just concentrate upon a few issues pertinent to today’s discussion. 

There are many major changes occuring  in the economy, some accelerating, some discontinuous. The European Commission’s Bangemann report argues that we are in a new industrial revolution where technological change is dramatically altering the workplace context, job tasks and occupational profiles. The ‘knowledge explosion’ requires individuals to continually achieve higher levels of skills and/or (formal or informal) qualifications across a broader range of complex competences, and to learn and re-learn (as knowledge becomes obsolete) rapidly and continuously. Learning to learn and lifelong learning are hence key to future economic development. In addition to technological change, there has been rapid organizational change with greater flexibility demanded, fewer core staff being retained etc. and hence changing requirements for those in work. One implication is that it is not possible for all relevant knowledge and skills to be learnt in formal education before people enter the workforce, so knowledge on technology, social and economic issues etc. must be also learnt while people are in the workforce.

Many people have written about the rise of regional economies, for example, Porter and Ohmae. One such writer is Rosabeth Kanter (1995), who argues that the future success of small and large companies will depend on their meeting global standards and tapping into global networks. Successful cities, states and regions will be those that best help companies operating within them to link to the global economy. The best way for local communities to preserve their local (social, political and economic) control is to become more competitive globally.

Kanter argues that in the industrial economy, place mattered as it gave control over capital, labour and materials and were linked by transport to other areas. In the global information economy power comes not from location per se but rather from the ability to command one of the three assets that make customers loyal. These three assets are concepts (leading edge ideas, designs or formulations for products or services that create value for customers), competence  (the ability to translate ideas into applications for customers, to execute to the highest standards) and connections (alliances among businesses to leverage core capabilities, create more value for customers, or simply open doors or widen horizons) (p.152). 

Scotland has potential advantages in each of these areas such as: building upon our research base and reputation (although we do not have the massive MoD expenditures on new products and R&D that benefit the South of England); potential for high quality and high productivity production across a range of industries; and a fairly small community that can bring together various private and public sectors bodies and people. These assets are intangible resources which are portable and fluid and decline rapidly if not constantly updated. World class companies keep their supplies of these assets current by being more entrepreneurial, more learning oriented and more collaborative.

Companies can derive these assets from the communities in which they are located in several ways. Regions can be superior development sites for concepts if innovators flourish there, come into contact with new ways of thinking and find support for turning ideas into viable businesses. They can enhance production competence through maintaining consistently high quality standards and a highly trained workforce. They can provide connections to global networks so companies can find resources and partners who can link them with other markets. Cities can thrive as international business centres if businesses and people can learn more and develop better than elsewhere. Different regions and cities specialize in different assets (e.g. Boston attracts brainpower and attracts thinkers who specialise in concepts - creating new ideas and products; South Carolina attracts makers who are competent in execution and specializes in superior production skills and the necessary supporting infrastructure, hence being a world class manufacturing centre; Miami has traders who specialize in making trading connections or transport goods and services of all types). However, I would suggest that no region of Scotland could, or should, be able to adequately provide the range of these assets, and we need to look to at least the Scottish level for this.

(OMIT)

Whatever their core skills, localities face five challenges:

To nuture their core capabilities and create inspiring visions of quality and excellence, uniting business and government across jurisdictions to remove obstacles to excellence and build on the strengths of the area.

To increase business-to-business collaboration helping small and midsize enterprises join industry forums, find partners, tap international markets, transfer best practice, and become connected to wider networks.

To develop a world-ready, foreign friendly environment that attracts new outside investment, increases exports, and uses international connections to help locals become globally skilled.

To spread employability security and build the workforce of the future - one that is learning orientated, performs to high standards, and finds opportunities even in the face of continuing corporate change,

To use models for civic engagement and leadership development, in which community service is an integral part of a business career and social capital is developed by teams of diverse people working together on community projects.”

Rosabeth Kanter “World Class” (1995, p. 369).
Florida (1995) argues that the regions are becoming focal points for knowledge-creation and learning in the new age of global knowledge-based capitalism, as they take on the characteristics of learning regions (Table 2). The change to a knowledge-based economy is not simply the contraction of ‘old’ sectors and the growth of new ones, but rather a change in the way goods are produced and the way the economy is itself organised. Hence the impacts on ‘old’ sectors may be as great as on ‘new’ sectors.

He suggests that economies are moving from an era where the basic source of productivity, value and economic growth has been physical labour and manual skill to an area where knowledge-intensive organisations, intelligence and intellectual labour replaces such physical labour as a fundamental source of value and profit. Formerly the wealth of regions and nations generally stemmed from the ability to lever natural comparative advantages, allowing them to be mass-producers of commodities, competing largely on the basis of low production costs. Think of Ravenscraig, Gartcosh, Linwood etc. etc. However, increasingly the nexus of competition has shifted to ideas and in this new economic environment regions build economic advantage through their ability to mobilise and to harness knowledge and ideas. 

He argues that regionally-based complexes of innovation and production are increasingly the preferred vehicle used to harness knowledge and intelligence across the globe. In other words, the new age of capitalism requires a new kind of region which is increasingly defined by the same criteria and elements of a knowledge-intensive firm, i.e. continuous improvement, new ideas, knowledge creation and organisational learning. He argues that regions must adopt the principles of knowledge creation and continuous learning - they must in effect become learning regions. These regions provide a series of related infrastructures which can facilitate the flow of knowledge, ideas and learning.

In other words, the region (such as Scotland) needs to be able to compete internationally in knowledge-intensive activities (albeit in a limited set of specialisms) and to create a critical mass to achieve this. Hence they need to be clear on which specialism they have a comparative advantage, how they can build this up to be world-class (or at least European-class), how they can link this into the wider world economy. Although this must allow for recognition of  so far unrecognised specialisms (i.e. do not try to pick solely winners).

In terms of human input infrastructure, the mass-production industrial organisation had a divide between physical and intellectual labour, which was reflected in the education system (with vocational and academic pupils in schools being separated, and the separation continuing into higher education). The learning region requires knowledge workers who can apply their intelligence in the production of the goods or services and the education and  training system must be a learning system that facilitates lifelong learning and can provide a high level of group orientation and team working that is required from knowledge-intensive economic organisations. 

In summary, learning regions must provide the crucial inputs required for knowledge-intensive economic organisations to flourish: manufacturing infrastructure of inter-connected vendors and suppliers (on a global basis); a human infrastructure that can produce knowledge workers, facilitates the development of a team orientation, and which is organised around lifelong learning; a physical and communication infrastructure which facilitates and supports constant sharing of information, the electronic sharing of data and information, just-in-time delivery of goods and services, and integration into the global economy; and capital allocation and industrial governance systems attuned to the needs of knowledge-intensive organisations.

Key issues for the knowledge-based organisation will be to maintain the balance between leading innovation and high quality and efficient production. To do this organisations will need to adopt best-practice techniques from throughout the world in both innovation and production, and link into integrated and dense global networks of innovation and production. There will be fundamental implications for regions as they gradually adopt principles of knowledge-creation and learning. The learning regions will need to supply the requisite human, manufacturing and technological infrastructures required to support knowledge-intensive performance of innovation and production. Regions will increasingly be interdependent and integrated and will become focal points for economic, technological, political and social organisation as the nation state is squeezed between accelerating globalisation and rising regional economic organisation. 

There is likely to be a shift from focus emphasising national competitiveness to ones which revolve around the concept of sustainable advantage at the regional as well as at the national scale. “Sustainable advantage means that organisations, regions and nations shift their focus from short-run economic performance to re-creating, maintaining and sustaining the conditions required to be world-class performers through continuous improvement of technology, continuous development of human resources, the use of clean production technology, elimination of waste, and commitment to continuous environmental improvement”.

(RESTART)

WHAT ARE SOME COMMON THEMES THAT MAY BE IMPORTANT TO THE FUTURE OF ECONOMIC DEVELOPMENT?

Let me reiterate and expand on a few of the issues.

- The world is changing. All industries will need to utilise knowledge more effectively, and globalisation is likely to continue. Regions must provide the infrastructure to ensure competitiveness in the future and the required infrastructure is increasingly different from the past.

- lifelong learning is crucial - to keep up let alone to get ahead. Yhis has wider implications also. We will have to do many things differently in the future and we will need to be involved with more mainstream services such as education (although I am not suggesting for a moment that economic development people should overly influence education with iots wider aims).

- there is a danger of increased social exclusion as the gap between those equipped for a knowledge based economy and those not equipped widens. This strikes at the heart of a perpetual dilemma in economic development - what should the balance between expanding the cake and redistributing the cake be. Should we concentrate upon economic growth or on aiding those most disadvantaged. We can do both but at the end of the day resources are limited and what should the relevant balance of these resources be? Few local authorities or LECs have resources to do both fully, so there needs to be clarity as to the balance between these roles. With joint working or strategies it is likely that one organisation may take the lead in one role (e.g. LA’s concentrating on ‘access to opportunity’ and LECs on economic growth) but there are dangers if  LA’s become ‘ghettoised’ rather than playing a full role in the growth of their economies. Similarly,  how do we take into account environmental sustainability? Clarity of role covers not just the LECs and LA’s but the many other agencies including the Joint Planning authorities and the many QUANGOs.

- the importance of regional economies. If regions are the key then this begs the question ‘What is a region?’ 

One thing a region is NOT is the local authority (or LEC) administrative boundary. I won’t go into how we might define a region and what the key parameters are. People ignore administrative boundaries when they look go to work, shop, to entertainment etc., as do firms when they recruit, form links and look for customers or suppliers.

At one level we need to consider economic development at the Scottish level and have Scottish strategies. It would be absurd to have 13 or more strategies on biotechnology. One well developed and research strategy with differences in local adaption and implementation makes more sense in an economy the size of Scotland. SEN currently seeks to do this in conjuction with the LECs, although greater involvement of others may sometimes be useful, particularly those whose involvement in implementation is crucial. The Scottish Parliament may claim a major role in such strategies, although it is crucial that those at the coal face with the experience and knowledge - and with theresponsibilities and problems of implementation - have a significant input into the development of the strategies. This includes industrialists and a range of LED and other workers and decision makers and so on. Don’t have people working in an office and then proudly dishing out a strategy from ‘on high’. In other words, we need strategies ‘made in Scotland’ not made in ‘Head Office’.

But there are also many (sub-)regions - for most of the population of Scotland these are based around the cities, or in some places based around groups of travel to work areas. The health of the cities is crucial for all of the west of Scotland - indeed for all of Scotland. Apparently some 70% of working people in Bishopbriggs work in Glasgow, collectively all LED bodies must collaborate to boost the whole, real, economy. Let us not be parochial and pretend the job prospects and well being of the people in our area stop at the administrative boundary (be it the boundary going into or out of the Council area). If that means that a firm in Edinburgh thinks that some long-term unemployed person from Fife is the best candidate for a job then this should be supported by LED bodies in both Fife and Edinburgh even if it means some transfer of subsidy from the Fife Council or LEC to Edinburgh. We need to focus on both business base and the residents.

Every city, except in the west, LECs approximately cover the region around them (although Fife and a few others may object). In the west I do not think we necessarily need a single LEC vovering Greater Glasgow or the TTWA, but we do need close and effective co-operation between LECs, between Councils and between other relevant bodies, for example on issues such as: labour market strategies, schemes for helping the long-term unemployed, industrial sector policies etc. If we do not effectively work together to develop the Scottish economy and the economies of our sub-regions then Scotland will drift behind better organised regions. 

Also we should be talking of the cities as part of wider systems of cities (as Alan Pred argued 20 years ago). They are part of a Central Scotland system with much to offer: a large commercial city, smaller towns and an international and cultural city etc.; a Scottish system; a UK system; and a European system. So we need to think beyond the metropolitan boundries on some issues.

Section 2. The nature of LED organisations 

Now I would like to briefly make a few observations on the nature of LED organisations. Of course every organisation and area in which it operates is unique, but some general points are worth considering as an initial guide to moving forward. What have been some ‘typical’ LED approaches in the past? Ross and Friedman (1990; see Shuttleworth, 1993, chapter 7) argue that the activities of many economic development organisations can be divided over time into three waves. 

The ‘first wave’ involved primarily trying to attract new manufacturing industries, or “smoke stack chasing” as it is sometimes called. The declined in manufacturing employment and competition from newly industrialised and other countries limited the potential success of this as the main policy. Yound, Hood and Peters (1993) found that in Scotland between 1980 and 1990 there were 42,668 new jobs from inwards investment of varying types, but a loss of 53,828, giving a net decline of 11,160.

In the ‘second wave’ the economic development organisations have sought to ensure that economic resources (such as a skilled workforce, risk capital, up-to-date technology and modern telecommunications) are available to maximise the competitive capacities of local firms. However, Shuttleworth argues that while this public “pump priming” has, in the past been successful, there are dangers of: limited scale of resources relative to need (for example in the provision of risk capital); fragmented services with limited integration and co-ordination; lack of accountability concerning the performance of individual projects and collections of initiatives; and a missing link between economic and social concerns, as experience shows that an improved economy will not automatically resolve social inequalities. 

The ‘third wave’ incorporates a decentralised model with the government not being the sole service provider (i.e. it has an ‘enabling’ role). The basic principles of the organisation’s initiatives are that: they are demand driven, i.e. programmes are only carried out when they are valued by the end-user; they leverage resources, as public sector resources are limited; they encourage competition among suppliers of services, so that world class resources are available to clients of the initiatives and service quality is kept up with prices kept down; and there is automatic feedback from the initiatives to ensure accountability and avoid political manipulation of the process. 

In Scotland I would suggest that we have a mixture of these three ‘waves’ in both LAs and the LEC network. We have been  and should be moving  towards the ‘third wave’ characteristics but should also emphasise others. 

I would add emphasis to having clear objectives, an understanding of the local economy and how policies can affect it and which policies to follow but also to the way in which policies are developed and implemented are important.

Further others, such as Hughes (1992), suggest that they need: to get adequate resources from government; have independence and flexibility; remain adaptive (and be a learning organisation); support community based development and recognise the importance of complementary social programmes; the crucial importance of partnership between development agencies, local authorities and other public bodies; and imagination. It is perhaps worth re-emphasising partnership with other bodies including the private and ‘third’ sectors, the need for well thought out and clear objectives, and the need not to be too constrained by national policies or means of implementation, responsiveness to local needs and opportunities and ensuring that services provided are valuable to those receiving them and the local economy. 

The structure of the LED organisation and its decision making process has important implications for public accountability, especially as nearly all funds come from the public purse. There is no requirement for LECs to have representation from local, democratically-elected authorities, although in practice it is no co-incidence that most have senior local Councillors on their board. This lack of requirement should be resolved to avoid to a potential crisis of legitimacy as LECs can be seen as unelected bodies making decisions affecting the local economy and funded by the public purse.

Many more factors can be added to the list of key features, such as the level and appropriateness of resources, including motivation of staff, opportunities in the local economy etc. A key question is whether such organisations will be allowed to effectively operate under a Scottish Parliament or will the temptation to exert control prove too great.

Section 3 Conclusions

I’ve covered a fair bit of territory in a short time, but some of the key points I would like to bring together are:

The world economy and the nature of LED organisations is changing. To be efficient and effective we must be outward looking in personal, organisational and geographic terms.

First, the geographic and administrative boundary issue. LED must be based upon seeking to help develop the ‘real’ local economy (which itself is not a homogenous area but is made up of many overlapping entities), not just that part that rests within the organisation’s boundary. Hence there must be genuine and effective collaboration between areas - between LAs, between LECs etc. There is an important strategic role at the Scottish level and at the sub-regional level which should be achieved through partnerships. Partnership is not a simple option and must be more than simply signing some agreement - it must bring change on the ground.

Second, we must be laying the foundations for long-term economic development  as well as getting quick, concrete results. LED increasingly concerns issues such as the knowledge economy and lifelong learning. This demands major changes in attitudes towards learning, education and training, and constant improvement in related services for all ages. It also implies close working within organisations (such as LAs where we must try to overcome inter-departmentalism), and also between organisations. 

Third, a legitimate question for a new Scottish Parliament is ‘Do we need LECs, LAs, Enterprise Trusts and others all serving a specific area?’ The roles of each must be clearly defined to avoid wasteful duplication, confusion etc. But these roles are likely to differ in different parts of Scotland, based upon the characteristics of the area, the competences of organisations, differing objectives etc. It would be a mistake for anyone of these organisations to try to ‘do everything’. In each local area the organisations must come together to try to find solutions to the long-term development of their economies, not just short-term expedients. On the inter-agency co-operation there are some very interesting cases - such as the recent announcements in Edinburgh, and Dunbartonshire Beyond 2000, and close working within Glasgow. As always the easy part is to sign an agreement, the hard part is to make it work well, so such agreements require constant effort and a sound basis of trust between the parties - although a bit of competition can keep people on their toes. 

But generally, after the SDA/SEN and the LA reorganisations we need further re-organisation like a hole in the head. If LECs or others are not doing their job adequately, then lets change their leaders and/or staff, but in the foreseeable future lets not follow the old dictum of “re-organisation, which too often only gives the appearance of change”.

This brings me on to my final point - we must learn what LED policies work well, and under what circumstances and in what conditions. We need good quality evaluation of policies and the wide dissemination of the results. Otherwise we will be meeting in a decade still whistling in the dark about what policies work. Much has been done to set up systems of evaluation in recent years, but reorganisation of local government has knocked this back in the case of LAs.
At the end of the day, LED organisations and professionals must deliver results on the ground, not piles of paper up to the sky. To do this we must be constructively self critical and learn from each other and from anyone else we can.
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To nuture their core capabilities and create inspiring visions of quality and excellence, uniting business and government across jurisdictions to remove obstacles to excellence and build on the strengths of the area.

To increase business-to-business collaboration helping small and midsize enterprises join industry forums, find partners, tap international markets, transfer best practice, and become connected to wider networks.

To develop a world-ready, foreign friendly environment that attracts new outside investment, increases exports, and uses international connections to help locals become globally skilled.

To spread employability security and build the workforce of the future - one that is learning orientated, performs to high standards, and finds opportunities even in the face of continuing corporate change,

To use models for civic engagement and leadership development, in which community service is an integral part of a business career and social capital is developed by teams of diverse people working together on community projects.”

Rosabeth Kanter “World Class” (1995, p. 369).
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