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Economy, Jobs and Fair Work Committee 

Economic Impact of Leaving the European Union 

Highlands and Islands Enterprise 

 

Introduction 

1. HIE welcomes the opportunity to respond to this call for evidence. This 

response should be read in conjunction with our evidence submitted to the 

Culture, Tourism, Europe and External Relations Committee (CTEER) in 

September 2016. 

 

2. In that submission we referred to the impact that EU policy and funding has 

made to the region; the importance of European and global markets to our 

businesses, operating in a modest internal market; and the significance of 

people and talent attraction to the region, as a response to a small and 

sparse population. 

 

3. Confidence in the economic outlook amongst Highlands and Islands 

businesses remains at a low level. In the latest Highlands and Island 

Business Panel1 only 14% said their confidence had increased in the last 

six months while 40% indicated a decline in confidence. HIE’s discussions 

with account managed clients also indicates a broadly negative outlook 

with negative comments about leaving the EU outnumbering positive views 

by 4 to 1.2   

 

4. This submission provides additional information on the economic impacts 

to the Highlands and Islands of leaving the EU and addresses the three 

issues posed by the committee. 

 

Impacts and opportunities for exporters 

5. Access to global markets is critical for businesses in the Highlands and 

Islands. Internationalisation is a main driver of growth and productivity. 54% 

of HIE’s account managed portfolio export and a further 19% have plans to 

do so. 

 

6. While the region’s businesses export across the globe, the EU market is of 

particular importance, being a priority export destination for a majority of 

the region’s exporters. Furthermore, EU markets are commonly a “first 

step” into exporting for the region’s SMEs.  

 

                                                        
1
 Highlands and Islands Business Panel – October / November 2016 

2
 HIE account manager discussions with clients between June and September 2016 
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7. The precise impact of leaving the EU on access to the Single European 

market and third markets is currently unclear and depends on EU exit 

negotiations. However, in all EU exit scenarios, there are two key issues: 

 

 the expert3 view is that exporting will, to a greater or lesser degree, 
entail added cost and complexity, and will have a negative impact on 
GDP. 

 Exporting businesses will be operating in an uncertain environment for 

the foreseeable future as EU exit arrangements are negotiated and 

new trade relations are established 

8. In the short term, the devaluation of sterling helps exporters. This is 

reflected in HIE’s latest Panel Survey indicating increased export activity 

over recent months. This exchange rate advantage may be tempered as 

higher import prices increase input costs. 

 

9. In the longer term, export opportunities will be dependent on: 

 

 The competitiveness of H&I businesses and their flexibility in being 
able to respond to a changing export environment that may include 
added cost and complexity.  

 The nature of Scotland’s trade relations with the EU and third countries 

– the ability to retain favourable access to priority markets, or to 

influence UK negotiation of new and favourable trade deals in these 

markets, recognising that Scottish trade priorities may differ from those 

of the UK as a whole.  

Impacts and opportunities for non UK companies investing in Scotland 

10. Foreign Direct Investors are an important component of the Highlands and 

Islands economy, There are  over 90 such businesses in the region with 

strong representation in energy (34%),  food and drink (25%)  and Financial 

and Business Services (20%). 

 

11. Clearly, Scotland’s future place in the EU market creates uncertainty that 

may result in investment being delayed or deferred and is likely to have a 

particular impact on those investments where EU market access is a main 

driver.   

 

12. Where EU market access is not a primary factor, for example where the 

driver is UK market access, or capitalising on Scotland’s assets – people, 

skills, research base, raw materials – Scotland continues to be an attractive 

                                                        
3
  http://www.parliament.scot/S5_European/General%20Documents/Fraser_of_Allander_-

_Brexit.pdf  
   www.sussex.ac.uk/webteam/gateway/file.php?name=uktpo-briefing-paper-5.pdf&site=18 

http://www.parliament.scot/S5_European/General%20Documents/Fraser_of_Allander_-_Brexit.pdf
http://www.parliament.scot/S5_European/General%20Documents/Fraser_of_Allander_-_Brexit.pdf
https://www.sussex.ac.uk/webteam/gateway/file.php?name=uktpo-briefing-paper-5.pdf&site=18
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investment location. The Highlands and Islands continues to benefit from 

FDI, with further investment by existing investors in 2016/17.  

 

Impacts on labour market issues – migration and worker rights 

13. The Highlands and Islands is a sparsely populated region with people and 

talent attraction as one of its main objectives. It has attracted a significant 

number of EU national to live, work and study in the region (in 2011 there 

were 12,268 EU nationals living in the region, compared to 4,141 in 2001). 

 

14. The region’s growth sectors, particularly food and drink and tourism, 

employ significant numbers of EU nationals. In other sectors the ability to 

access skilled people from a global market place. HIE’s latest Business 

Panel survey explored labour issues in detail and headline results have 

shown: 

 

 23% of businesses employ EU nationals. 

 Around a third (35%) of businesses felt that free movement of labour 
across the EU was important to them, with larger businesses (25+ 
employees) and tourism businesses feeling this most strongly.  

 A third of businesses surveyed stated that reduced EU migration would 
make it more difficult for them to recruit skilled and experienced staff. 
Again, larger businesses felt this most strongly (49% of businesses 
with 25+ employees) 

 Most businesses (73%) have not yet taken steps to address this issue 

although 23% recognised the need to do so. 

Conclusion 

15. This submission provides further information to complement the submission 

previously made to the Culture, Tourism, Europe and External Relations 

Committee in September. Post referendum negotiations and timescales are 

still unclear and HIE looks forward to participating in a continuing dialogue 

as the process evolves.  
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