City of Edinburgh

Key structural and economic characteristics 
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With a resident population of 463.510 inhabitants (220.094 males and 237.736 females) in the City of Edinburgh Council (CEC) area and 1,25 Million in the conurbation Edinburgh is the second largest Scottish city after Glasgow and the seventh largest urban area in the United Kingdom. Located in the South-East of Scotland, Edinburgh lies on the East coast of Scotland's Central Belt, along the Firth of Forth, near the North Sea. The city council area includes urban Edinburgh and a 30-square-mile (78 km²) rural area. 

The city is linked internationally by Edinburgh Airport (EDI) with a passenger throughput of 8,4 Million per year (in 2005) and 50 airlines serving 85 domestic and international destinations. In terms of rail connections, the Edinburgh Waverley mainline railway station is serving over 14 million passenger journeys per year. A new tram system connecting Leith and Edinburgh City Centre with Edinburgh Airport is under construction and scheduled to be in operation by 2011.

Edinburgh, as the capital of Scotland, is usually regarded as one of the twin engines of the Scottish Economy alongside Glasgow. It has been consistently one of the most prosperous parts of the country and has the strongest economy of any city in the UK outside London. The city has the third highest gross value added of any region in the UK, after London and Berkshire. In 2001, the GDP of the city was £ 8.655 Million, or 13% of total Scottish GDP. The GDP per head (2005) is at 40.700 Euro and is growing at 4,7% a year. Unemployment is at 2,0%. Nevertheless, there are pockets of deprivation, social exclusion, poor quality housing and pockets of unemployment particularly in peripheral areas of the city, but also in some inner city areas.

With the University of Edinburgh and another three major higher education institutions as well as a number of prestigious independent schools the city is a major centre of education in the UK. Education and academic research (i.e. law, engineering, computing and business, creative fields, medical research, life science and microelectronics) plays a significant role in the city economy. 

Edinburgh's population is growing significantly, mainly through inward migration from overseas and, particularly the rest of UK. This strong growth is, however, leading to pressure on the green belt, particularly in the west of the city as office and housing developments compete for space. Also property prices have been rising in recent times. It has been recognised that in Edinburgh is constrained by its relatively small size, and that there are economic benefits to be had with greater collaboration with surrounding areas such as Glasgow. 

Though Edinburgh's population is ageing, a very large and transient population of young students (100.000) studying at the city universities has helped to offset this demographic problem. The working age population increased since 1999 from 65.94% to 67.81% in 2005. Over the coming years it is forecasted that this number will drop, whilst the numbers of people who are of pensionable age increases.

Key business & employment sectors and clusters
The economy of Edinburgh is largely based around the service sector, with finance, business and legal services, tourism and retail, health as well as education and high tech research as main employers. Specific sectors with a potential of clustering are life science, tourism, financial services. 

The city has been in good economic health since the arrival in 1999 of the Scottish Parliament, which had a so-called "headquarters effect", with many government departments being set up in the city, resulting in an increase in recruitment and employment. On March 12, 2004, Edinburgh was granted Fairtrade City status. 
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Edinburgh's economic structure (2006)

Source: Annual Business Inquiry

Edinburgh is the second largest financial centre (with a large banking and insurance sector) in the United Kingdom after the City of London and the fifth largest in Europe. Edinburgh has not had as significant a retail sector, however large out-of-town shopping developments have taken place in recent years. Manufacturing has never had as big a presence in Edinburgh compared to Glasgow and thus the city's growth was not underpinned by the manufacturing industry.

Tourism is another important mainstay of the economy of Edinburgh, supporting 30.000 jobs worth £1.6 Billion to the city economy. The city is one of Europe's major tourist destinations, attracting around 13 million visitors a year (with a growing tendency) and is the second most visited tourist destination in the United Kingdom, after London. The tourism sector is also based on annual festivals attracting record numbers of visitors as well as on business and conference tourism. 

As centre of Scotland's government and legal system the public sector many government departments and public sector agencies are important employers. As a centre of Scots Law, also the legal profession has had a long presence in Edinburgh, with many premises in the New Town belonging to legal practices and firms.

Short economic development overview 

Edinburgh has been a centre of banking for over 300 years, the Bank of Scotland was founded in 1695 and is now part of the HBOS group headquartered in Edinburgh. The Royal Bank of Scotland, funded in 1727 also has its global headquarters in Edinburgh and is - after several takeovers – actually the fifth largest bank in the world by market capitalisation. 

Many business relocations have been taken place from the New Town and the city centre to the business districts in the West of the city centre and the Western periphery. One of the largest business parks in the UK, Edinburgh Park, is located near Edinburgh Airport and close to major routes and was opened in 1992 alongside a large out-of-town shopping development. Following the opening of the Royal Bank's new headquarters close by, there will be around 20.000 people working in the Western outskirts of the city.

As retail and shopping centre Edinburgh has known a serious decline in the inner city areas for many years and is now at the bottom of the list of top UK shopping centres following attempts to encourage shoppers back into the city centre.

The economy of Edinburgh and its hinterland has recently been announced as one of the fastest growing city regions in Europe, with strong rates of growth in banking, financial services and hi tech research and development. Nevertheless, the city region has failed to grow as quickly as key competitors and needs to close a 20% productivity gap, if it is to match the wealth of Europe’s top performing city regions. Competing effectively with other European capitals and supporting Edinburgh’s key role in the Scottish economy places ever increasing demands on the city’s infrastructure (housing, rapid transit systems, education, cultural and sporting) where more investment is needed.

Importance of the SMEs in the local economy 

Despite the large range of big employers, SMEs account for 75% of the companies of the city. With 39,7% the medium-sized enterprises (50 – 400 employees) compared to 14,2 % micro enterprises (> 10 employees) and 20,9% small enterprises (10-49 employees). 

Key challenges for a successful and sustainable development of the SME community
For the majority of SMEs, the key challenges revolve around taxes, competition and finance. The basic business support provided through the Business Gateway programme in Scotland has moved from a comprehensive support model through market segmentation of businesses to a one-to-many support for businesses that will operate below the VAT threshold. This has reduced/diluted the quality of support provision and potentially damaged long term success of new start and early SMEs, as group based and one to one aftercare is required to develop long term business sustainability. Moreover, there is an additional need for greater seed funding and mutual guarantee schemes through new as well as traditional venture capital funds and clearing banks. And finally late payment of invoices is a problem for cash flow for businesses and many large organisations (public and private) often contribute to this.

For the majority of businesses, the markets they operate in will be local. The widening of the EU and the greater reach provided by the internet and other modern telecommunications offers the opportunities to widen and access more and different markets. For this to happen, SMEs need to be made aware of the opportunities and supported into entry. E-Commerce plays a vital role in this and greater awareness raising and training in e-commerce will support SMEs. There continue to be shifts in customer base and increasing competition locally, nationally and internationally.

In the field of access to finance there are deficits in grant support to any business start ups unless the entrepreneur is below the age of 26 (or has a growth business). Banks are reluctant to lend to people with poor credit ratings and have been reluctant to use the government back Small Loans Guarantee Fund. Loans from clearing banks and other financial institutions carry a high cost. Getting involved with Business Angels and Venture Capitalists means for the entrepreneurs to give up a part of the business. 
Although there are programmes for improving innovation, knowledge and R&D capacities of enterprises available servicing specialised sectors or cross-sector (e.g. wellness and health), the large majority of SME businesses is not eligible.

Existing strategies and plans that cover SME access to finance and innovation

The funding and support for business is different in Scotland to other parts of the UK, although the funding does come initially from the UK government. In England and Wales, the support is devolved to the RDAs. In Scotland it is devolved to a combination of Scottish Enterprise (for companies of scale) and local authorities (for the volume start ups). Thus, there are no strategies or plans that cover access to finance and innovation for SMEs in Scotland, except for people aged under 26, or for businesses with high growth potential.

On the local level there are provisions such as the Edinburgh Business Development Grant and the Edinburgh Business Loan Fund. These are managed for the City of Edinburgh (CEC) Council by Edinburgh Chamber of Commerce. The city-wide grants and loans are also aimed at the specific regeneration areas in the city.

Assessment and Possibilities for local SMEs to get access to finance

CEC’s Economic Development department and Edinburgh Chamber of Commerce work closely with SMEs looking at the need and have built up strong relationships with organisations that provide financial support. This includes banks (including having secondees from the banks assisting with start-up advice), business angels, venture capitalists etc.

In addition, CEC has loan funds that are available as funding of last resort. Edinburgh Chamber of Commerce manages these funds on their behalf. Edinburgh Chamber of Commerce carried this type of non-financial and financial support for over 16 years and has established a wealth of knowledge.

A project, such as FIN-URB-ACT is necessary to get all the relevant actors to come together and assess what the needs are and develop instruments to address any gaps.
Foreseen Local Action Plan and Local Support Group

Overall objectives for addressing specific problems and topics 

The overall objective of Edinburgh’s Local Action Plan is to help to address various aspects of the local support policy to SMEs:

· better knowledge of existing financial and non-financial support schemes; 

· including access to private funding; 

· better access to finance for small projects including self-employment;
· inward and outward communication.
The local action plan will focus on understanding the market offerings of financial and non-financial support for SMEs, development (with partners) of a wider range of products, promotion of entrepreneurship and support to new and existing small businesses. The main goal is to assist with the successful creation and sustainability of new enterprises, through support, and also to create conditions for local industries to maintain or improve their competitiveness in our global economy. That will be achieved through working closely together with our stakeholders. 

Single Activities and steps within the Local Action Plan 

For realising the Local Action Plan Edinburgh will concentrate on the following elements:

Mapping public and private financial and non-financial support instruments for SMEs

The local authority has a duty through its contractors to deliver a business start up support services to SMEs and receives funding for this from the Scottish Government. It is accepted that the needs of many of the SMEs are greater than is currently provided and that coordinated action would have more impact and that all stakeholders would benefit from having a comprehensive vision of the support services available for new start and existing businesses.

This will be achieved with a map of existing public schemes so that it makes it easier for private actors to propose complementary services and to include private sources of funding to increase the visibility of the system for all local partners including the Municipality and the banks. Thus, a road map of financial and non-financial support services for new start and existing businesses will be produced.
Local Support Group Members working on this Issue: City of Edinburgh Council, Edinburgh Chamber of Commerce, Lloyds TSB Royal Bank of Scotland, Napier University.

Survey on information and participation of target businesses 

Through years of offering business support there are some known barriers faced by businesses impacting on their utilisation of mainstream support. The purpose for surveying a section of businesses is to determine whether these barriers are perceived or actual, to understand the barriers to utilising mainstream support and to design a suite of finance for small scale projects. A survey will be conducted across three groups:

· small businesses that received support from the Business Gateway,

· other small businesses,

· support stakeholders and media.

After having analysed the results of this survey the City of Edinburgh will be able to develop an Overall Strategy to be implemented for new start businesses, which will be able to be shared with other local authorities and bodies offering business support. The strategy will also explain how to market the services to all.

Local Support Group Members working on this Issue: City of Edinburgh Council, Edinburgh Chamber of Commerce, Capital City Partnership, Napier University.

Design of a financial support instrument for small sized projects

This part of the project will include a work group led by Lloyds TSB and moderated by Edinburgh Chamber of Commerce. The work group will consist of representatives of the Capital Credit Union, two or three commercial banks, the Managing Authority, the City Council, the credit guarantee fund, and the Chamber of Commerce. This group will take information gathered through the mapping and survey and will design a new small project support instrument with a short and easy procedure. The main objective is to combine various sources of funding under the City umbrella which will also allow the municipality to look at aggregating need for finance.

Local Support Group Members working on this Issue: City of Edinburgh Council; Edinburgh Chamber of Commerce; Lloyds TSB; Royal Bank of Scotland; Napier University.

Communication

As part of the Local Action Plan the City of Edinburgh will develop a communication plan to encourage the entrepreneurial spirit in the local community (including ethnic groups) and to influence policy at a higher level. The communication plan will be internal and external and also be targeted to all stakeholders, especially business start ups.
Local Support Group Members working on this Issue: City of Edinburgh Council; Edinburgh Chamber of Commerce; The Scotsman; Graham Bell.

Expected input from FIN-URB-ACT exchange

Besides the different aspects of its Local Action Plan the City of Edinburgh especially seeks for new input from discussions and exchange with its partner cities in the following fields:

· Assessment of highly innovative activities: possibility of sharing existing expertise

· Support packages including equity finance, micro-credit, venture-capital, angel networks. Funding for prototypes and pre-commercialisation in innovative projects.

· Advisory support services.

Composition of the Local Support Group

The following table shows the composition of the Local Support Group and the contact persons with their expected contribution to the Local Support Group.

	Organisation
	Name of the represent-ative
	Position in the organisation
	Expected contribution to the LSG
	E-mail

	East of Scotland European Partnership
	Gordon McLaren
	Chief Executive
	Advisory and linking into local action plans
	gmclaren@esep.co.uk 

	Lloyds TSB
	David Metcalfe
	Head of Wholesale Banking
	Involved in discussions about suitable private sector finance support for SMEs
	David.Metcalfe@LLOYDSTSB.co.uk 

	Royal Bank of Scotland
	Craig Reid
	Business Relationship Manager
	
	fraser.lusty@eu.nabgroup.com 

	Clydedale Bank
	Fraser Lusty
	Business Banking Partner
	
	Craig.reid@rbs.co.uk 

	Edinburgh Chamber of Commerce
	Roger Horam
	Projects & Partnerships
	Management and day to day running of the programme
	Roger.horam@edinburghchamber.co.uk

	Federation of Small Business
	Graham Russell
	Edinburgh Branch Chairman
	Available for surveying and dissemination
	gr@themillwarehouse.co.uk 

	Napier University
	Ed Craig
	European Projects Director
	Bringing in finance issues for University start ups
	e.craig@napier.ac.uk 


