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EJFW/S5/16/9/A 

 
 

ECONOMY, JOBS AND FAIR WORK COMMITTEE 
 

AGENDA 
 

9th Meeting, 2016 (Session 5) 
 

Tuesday 1 November 2016 
 
The Committee will meet at 9.30 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 4 and 5 in private. 
 
2. Enterprise Agencies: The Committee will take evidence from— 
 

Linda Hanna, Managing Director, Strategy and Sectors, Scottish 
Enterprise; 
 
Charlotte Wright, Interim Chief Executive, Highlands and Islands 
Enterprise; 
 
Gordon McGuinness, Director of Industry & Enterprise Networks, Skills 
Development Scotland; 
 
Dr John Kemp, Interim  Chief Executive, Scottish Funding Council; 
 
Douglas Duff, Head of Economic Development and Environmental 
Services, Falkirk Council and Business Gateway Management Group 
(Chair). 
 

3. Economic Impact of Leaving the European Union: The Committee will take 
evidence, in round-table format, from— 

 
Dr Graeme Roy, Director, Fraser of Allander Institute; 
 
Richard Marsh, Director, 4-Consulting; 
 
Stephen Boyle, Chief Economist, The Royal Bank of Scotland; 
 
Dr Matias Margulis, Lecturer, University of Stirling; 
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Dr Fabian Zuleeg, Chief Executive and Chief Economist, European Policy 
Centre; 
 
Jane Gotts, Director, GenAnalytics Ltd. 
 

4. Enterprise Agencies: The Committee will consider evidence heard at today's 
meeting. 

 
5. Economic Impact of Leaving the European Union: The Committee will 

consider evidence heard at today's meeting. 
 
 

Alison Walker 
Clerk to the Economy, Jobs and Fair Work Committee 

Room T2.60 
The Scottish Parliament 

Edinburgh 
Tel: 0131 348 5207 

Email: Alison.Walker@parliament.scot 
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The papers for this meeting are as follows— 
 
Agenda Item 2  

Written Submissions 
 

EJFW/S5/16/9/1 

SPICe briefing: Economic development and business 
support 
 

EJFW/S5/16/9/2 

Scottish Government: Enterprise & Skills Review: Report on 
Phase 1 
 

EJFW/S5/16/9/3 

PRIVATE PAPER 
 

EJFW/S5/16/9/4 
(P) 

Agenda Item 3  

Written Submissions 
 

EJFW/S5/16/9/5 

PRIVATE PAPER 
 

EJFW/S5/16/9/6 
(P) 

 

http://www.parliament.scot/parliamentarybusiness/101230.aspx
http://www.parliament.scot/parliamentarybusiness/101230.aspx
http://www.gov.scot/Resource/0050/00508447.pdf
http://www.gov.scot/Resource/0050/00508447.pdf
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Scottish Enterprise 
 

Consultation Response - Review of Enterprise and Skills 

Overview 
Scottish Enterprise (SE) is ambitious for Scotland's economy and our role, working 
with partners, is to create and sustain a business environment to stimulate economic 
growth; harnessing Scotland’s strengths in sectors as well as our talent and skills 
and encouraging businesses to be more innovative, more international and more 
ambitious. 
 
SE set out over 30 specific recommendations in our submission which we firmly 
believe have the potential to make a significant impact on Enterprise and Skills 
development in Scotland. We recognise that a number of these are being taken 
forward in Phase One recommendations.  
 
We recommended that at the heart of future change in our economic development 
system in Scotland there should be a number of underpinning working principles: 
 
• Clear goals, a sense of common purpose, clear delivery leads, transparency and 
trust, 
• Harnessing Scotland’s competitive strengths globally,  
• Strong public and private sector partnership working,  
• Combining strengths of national, regional and local approaches. 
 
Key themes and examples of our recommendations include: 
 
1. Strategic Leadership and Governance 
We recommended the creation of a single Scottish Economic Action Plan with short, 
medium and longer term deliverables, allocated leads for delivery, overseen by a 
new Scottish Strategic Economic Board, underpinned by a single, visible 
measurement and monitoring system.  
  
2. Improving Services to Business 
Companies that are innovative with an international mindset are far more likely to be 
productive. Shifting the performance of Scotland’s business base to these drivers of 
growth will boost our economy. We recommended a ‘no wrong door’ approach for 
company support, simplified innovation journey, digitally enabled service delivery 
and greater focus on increasing digital adoption in businesses and skills.  
  
3. Harnessing Scotland’s Assets 
Scotland has a range of globally competitive sectors e.g. food and drink. We also 
have capability and competitive advantage in emerging areas like Data, Sub Sea, 
and Industrial Biotech. We recommended that a clearer focus be placed on 
supporting the strongest opportunities to maximise contribution to growth. 
  
4. Growth for All 
Scotland’s growth potential will only be realised when the benefits are accessible by 
all. The role of cities and regions in driving competitiveness and tackling inequality is 
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highly significant. We recommended stronger economic partnerships, working 
together to bring greater focus and action to this challenge. 
  
5. International 
Businesses that export have higher levels of productivity grow faster and are more 
likely to survive than non-exporters. We have been successful in supporting more 
Scottish businesses to think about new international markets and the major 
challenge now is converting this into increased new active exporters.  We 
recommended increasing the number of businesses exporting by re-thinking the 
delivery model for export support, taking account of the roles and remits of all 
players, closely aligned with innovation support. 
  
6. Conclusion 
We look forward to discussing our recommendations in more detail with the 
Committee. This is an invaluable opportunity to redesign how Scotland’s agencies 
support growth and improve the economy.  If ever there was a time to be ambitious 
and to help realise the prize at stake, it is now. 
 
Scottish Enterprise
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Scottish Enterprise 

Submission to the Scottish Government’s Enterprise and Skills Review 

18 August 2016 

 

 

1. INTRODUCTION 
 

In a challenging and changing economic climate, this Review offers a timely 
opportunity to design and develop actions that can deliver a step-change in 
Scotland’s economy. 

Economic development is, of course, much broader than the services agencies 
deliver to businesses or to individuals.   It is about ensuring that the wider business 
environment helps to stimulate growth; harnessing and capitalising on Scotland’s 
distinctive strengths in sectors, natural assets, talent and skills and at the same 
time challenging mindsets to be more innovative, more collaborative, more 
international, and to be more ambitious about what we can achieve.   

The UK’s vote to leave the EU in the Referendum in June has made the outlook for 
the Scottish economy more negative – with growth likely to slip further from the flat 
performance of the last year. 

This less promising prospect for our economy provides a stark context for the key 
challenge Scotland faces in terms of international competitiveness – a challenge 
best illustrated by our position compared to others (3rd quartile of OECD countries) in 
terms of a critical economic measure: Productivity. 

While improvements have been made in Scotland’s economic performance against 
the rest of the UK, our rate of growth in productivity continues to lag our competitors. 
And the gap with the top performing economies is widening.  To catch up, we need 
a significant increase in our rate of productivity growth. 

If Scotland’s productivity matched the top OECD countries, GDP would be boosted 
by almost £45bn (a 30% increase). On this basis, annual average wages could be 
over £6,500 higher (+27%).  This gives an idea of the scale of improvement required 
in Scotland’s economic performance as well as the prize should we succeed.    

Tackling Scotland’s productivity performance must be a whole system approach 
involving broader industry, business, and Government, not just with the public sector 
agencies.  

Over the last 25 years Scottish Enterprise (SE) has evolved and adapted to support 
Scotland’s economy.  During that time, we have learned many lessons and 
established initiatives and practices that are now mirrored by other countries 
worldwide.   This submission seeks to highlight some of the core and common 
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principles that have worked for us that could be built on – as well as areas 
where we believe we can do better and deliver in a different way to improve on 
the impact we already achieve.  

In preparing this submission we have focused on the primary purpose of the Review 
announced by the Cabinet Secretary for the Economy, Jobs and Fair Work, that is to 
conduct an end-end review of enterprise and skills services to ensure that all 
public agencies are delivering the joined-up support that our young people, 
universities, colleges, training providers, businesses and the workforce need.  

Our proposals and recommendations reflect this aim on what more can be done to 
significantly address the challenges and opportunities Scotland’s economy is facing 
now.  We look forward to working with Scottish Government, the other agencies 
and the wider economic development community including the private sector, 
to determine next steps. 

2. BACKGROUND: ABOUT SCOTTISH ENTERPRISE 
 

Scottish Enterprise currently has around 1,200 staff, working locally, nationally and 
internationally. We have 13 local offices across Scotland and a presence in 29 
international locations (often co-located with the Foreign & Commonwealth Office 
(FCO)).   As well as being the economic development agency for lowland Scotland 
(with Highlands and Islands Enterprise (HIE) assuming responsibility for the 
Highlands and Islands), we run the operations of Scottish Development International; 
Regional Selective Assistance; the Scottish Investment Bank; the Scottish  
Manufacturing Advisory Service and Co-operative Development Scotland and we 
deliver these responsibilities across Scotland and internationally. 

As well as the services and projects we deliver, we have been told by businesses 
and partners we work with that our role as an honest broker, drawing public and 
private interests together and making connections both across Scotland and 
internationally, adds a great deal of value.   

Our remit spans: 

1. Stimulating positive change in the business environment  
by working with public and private sector partners on major infrastructure projects 
to unlock growth potential such as at Edinburgh’s BioQuarter, Pacific Quay in 
Glasgow, the Dundee Waterfront or the Borders Railway project OR by 
stimulating positive shifts such as the work of the Scottish Investment Bank which 
has helped transform Scotland’s risk capital market over the past 10 years 

 
2. Building competitive strength in Scotland’s Sectors 

by working with public and private sector partners to address specific threats and 
challenges (such as in oil and gas) and emerging opportunities (data science and 
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advanced manufacturing) by capitalising on Scotland’s unique natural assets, 
talent, research excellence and world class infrastructure.  

3. Helping Businesses to Grow 
by working alongside companies to understand their business, help them develop 
an ambitious plan for growth and support them to achieve that.  Our work focuses 
on those areas evidence shows stimulate improved productivity and increased 
growth (innovation and internationalisation, leadership and organisational 
development, excellent employment and workplace practices, helping companies 
invest in expansion, new products, new markets, research and development).  

 

4. Increasing Trade and Investment   
by promoting Scotland’s strengths in overseas markets to attract new foreign 
direct investment and to secure trade opportunities for those sectors where 
Scotland has internationally competitive capabilities.  Growth through 
international trade and foreign direct investment produces positive benefits for the 
economy in terms of higher wages, better than average productivity and higher 
expenditure on research and development (BERD) – another important driver of 
productivity. 
 

 

3. PRINCIPLES FOR A STEP CHANGE IN OUTCOMES   
 

Where Scotland has had its biggest economic development success – such as our 
foreign direct investment performance, the global achievements of the food and drink 
sector or in our resilience to global economic shifts e.g. the decline of the electronics 
sector – we can see a number of underpinning working principles.  We recommend 
that these are at the heart of future change in our economic development system in 
Scotland: 

 Clear goals and a sense of common purpose, clear delivery leads, 
transparency and trust;    

 Harnessing Scotland’s competitive strengths in the global economy ;  
 Strong public and private sector partnership working;  
 Combining the strengths of national, regional and local approaches. 

 
3.1 Clear goals, clear leadership and a sense of common purpose 
 

This sounds obvious but is actually quite challenging to achieve in a complex 
partnership environment.    We have found that major initiatives can come unstuck if 
partners don’t understand each others’ objectives in being involved.  Conversely, our 
most effective partnership working is where we need to manage an economic shock 
or land a major investment or deliver a time bound project such as the 2014 
Commonwealth Games.   In all these situations, the end goal is very clear; there is 
an identified lead and all parties are clear about their individual roles and 
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responsibilities in achieving success.  There is an opportunity to adopt this 
approach when it comes to transforming Scotland’s economic performance.  

Scotland’s Economic Strategy (SES) describes the kind of fair and productive 
economy we are collectively seeking to achieve. It sets out a framework to improve 
competitiveness and tackle inequality through higher levels of innovation, 
internationalisation, investment and inclusiveness.   A single plan to deliver the SES 
would be a huge step forward in harnessing the efforts of everyone. 

Priority actions in the first instance could be determined by creating a time-bound 
Productivity Commission – similar to the approach established by the 
Development of Scotland’s Young Workforce and the Fair Work Convention and with 
a remit to determine key actions to improve Scotland’s productivity performance.  

 

 

 the creation of a single unified Scottish Economic Action Plan with short, 
medium and longer term deliverables and allocated leads for delivery.  

 this plan will focus on the delivery of SES and prioritise actions to boost 
Scotland’s productivity and consideration is given to bodies such as 
Transport Scotland and the Scottish Futures Trust; to the role of 
Government itself; and, to the role of business and industry in its 
delivery. 

 a Scottish Strategic Economic Leadership Board with powers to prioritise 
the work of agencies and drive new ways of working. Industry and businesses 
should be part of this Board. 

 one single, visible measurement, evaluation and monitoring system to 
track results and to learn what is working and what is not.  All parts of the 
system report annually on progress and the Plan is reviewed and reprioritised 
every three years.  

 a reduction in the number of economic development groups and forums 
across Scotland, with a move to bringing key public and private sector 
players together for more intensive periods of time to prioritise and take 
decisions around key issues/opportunities (e.g. charrettes, challenge days or 
hackathons rather than lots of formal meetings). 
 

We recommend 
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These changes would immediately begin to address a number of the 
recommendations from the recent Audit Scotland Report on the performance 
of the economic development agencies, namely: 

the need to agree common performance measures to compare and measure 
contributions to national targets; to identify and clarify roles and raise awareness of 
services to businesses and resolve duplication; review and streamline the various 
economic partnerships that exist and improve participation of business; to share 
shared customer intelligence and insights. 

 
This approach could be mirrored at regional level, building on the work led by 
SLAED to establish a common set of economic indicators across local authorities 
and harnessing the regional economic strategy work under development across 
different parts of Scotland as part of the City/Regional Growth Deals.  

3.2 Harnessing Scotland’s competitive strengths in the global economy  
 

Scotland’s Economic Strategy identifies particular sectors which offer significant 
opportunities for strong growth, either due to existing comparative advantages, 
or through the potential to capitalise on Scotland’s unique natural assets, talent, 
research excellence and world class infrastructure.   Creative Industries; Energy; 
Financial and Business Services; Food and Drink; Education; Life and Chemical 
Sciences; and Sustainable Tourism. 

These are sectors well established in Scotland (for example oil & gas, food and drink 
and financial and business services) which trade successfully in global markets, 
are significant employers and are driving Scottish productivity and export 
growth.  Overall, these sectors account for around 30% of employment. Many of the 
biggest opportunities for transformational change in Scotland are to be found in 
these sectors and their markets.  By working with industry, we can help realise these 
opportunities. 

There are also number of major areas of international competitive advantage that 
if pursued will provide longer-term opportunities for economic growth.   

 Energy – harnessing international successes in oil & gas, while addressing 
new opportunities in subsea engineering and renewable energy. 

 Premium Products – building upon Scotland’s worldwide reputation for 
quality to increase international revenues in areas such as food & drink, 
creative & digital industries and financial services.  

 Health – building on clear strengths in areas like Healthcare, Life Sciences, 
Chemicals and Food to take advantage of growing opportunities in global 
‘lifestyle and health’ markets. 
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In addition there are a number of important areas of emerging opportunity through 
which we are seeking to grow new industries, driven by new companies, new 
investment and new kinds of jobs including in: Informatics and Digital 
Industries; Games, ‘Fintech’, Medical Technologies, ‘Big Data’ and Sensors. 
Environmental Services such as heat and water, energy transmission, subsea 
engineering, resource efficiency and the ‘circular economy’. 

To meet Scotland’s productivity challenge and increase incomes right across the 
country, economic development in Scotland also needs to focus on increasing the 
performance of high employment, relatively low wage sectors such as retail 
and social care.  These tend to be locally traded sectors and there could be a key 
role for partners to work together to tackle this challenge through, for example, 
increasing innovation and developing fairer workplace practices. While it is 
good that Scotland has an economy with a breadth of sectors and strengths as this 
helps builds resilience, when it comes to economic development we can spread 
ourselves too thinly.  We need a mechanism to prioritise and differentiate public 
sector interventions more systematically. 

 
 

 

 a new assessment/baseline of Scotland’s genuine competitive strengths 
in a global context (both nationally and regionally) to determine priorities for 
action.  

 in addition, a pilot project should be set up to determine the best 
interventions in locally traded sectors to boost productivity 

 working closely with private sector leadership to agree the type of 
support required to deliver these opportunities, including the role that industry 
will play (industry willingness to engage and drive action should be part of the 
prioritisation approach). 

 an approach to delivery that recognises mature sectors and emerging 
sectors require different public sector support at different times. 
 

3.3 Strong public and private sector partnership working  
Scotland’s businesses and industries deliver growth in our economy and an effective 
economic development system needs strong public and private sector 
partnership at its heart.   Economic development should be about addressing 
market failure: stimulating action and getting things done bigger, better or faster 
than would have been the case without public sector support.   

Knowing when and how to cede control is a challenge that could be addressed as 
part of a more integrated and joined up delivery plan for Scotland.  If we accept that 
economic development is about adjusting the market, we need to be ready to move 
aside as and when the private sector can do the job on its own.  

 

We recommend  
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Enabling the private sector to provide greater leadership can help accelerate the 
transformation of Scotland’s international competitiveness. We envisage this 
happening in three ways: 

 Quantity - more “feet on the ground”, complementing or taking over from the 
public sector’s efforts at the right time. 

 Quality - we are trying to transform the economy largely through changing the 
behaviour and performance of businesses. Business leaders may be better 
equipped than the public sector to understand the challenges and 
communicate the solutions. 

 Questioning - encouraging business leaders to challenge the established 
approach taken by SE and the public sector, to stimulate innovative 
approaches. 

 
 

 we learn from existing private-public models to create the conditions for 
the private sector to lead from the start, or to model where the private sector 
is better placed to sustainably deliver and the public sector can exit. 

 we review the different models across the Industry Leadership Groups 
to learn what leverages the greatest private sector engagement to create 
most impact and pilot new approaches 

 create ‘challenge’ opportunities to encourage the private sector to come 
forward with innovative solutions to economic issues  
 

3.4 Combining the strengths of national, regional and local approaches  
 

Scotland’s growth potential will only be realised when all of our communities are 
able to maximise their contribution to the development of our economy. It is 
important to build public and private sector perspectives into Partnerships, and to 
bring together intelligence and insights at international, national and regional levels, 
keeping a focus on how the various levels interconnect in pursuit of economic 
opportunities. 

There is an increasing focus across the world on the role of cities and regions in 
driving competitiveness and tackling inequality. In economic development in 
Scotland and the rest of the UK, this has manifested itself through: the emergence of 
formal regional partnerships; and the development of city region and regional ‘deals’ 
with central government(s). 

Regional partnerships need to work at a level where there is a coherent and 
functioning economic geography, and any economic partnership structures need to 
be flexible to ensure that this economic coherence is maintained.  For instance, 
Angus Council can and does contribute to both the Aberdeen and Tay Cities 
Regions, Fife Council does likewise with the Edinburgh and Tay Cities Regions, and 
Scottish Borders Council plays an important role in both the South of Scotland and 
Edinburgh City Regions.  

We recommend 
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Partnerships should always be driven by economic opportunity, and we need to 
ensure that the structures put in place enhance and support this aspiration, rather 
than constraining it. Where this approach is taken and each partners role and 
contribution is clearly stated there can be real impact e.g. Scottish Enterprise’s work 
with the three Ayrshire Councils to develop a shared regional economic strategy 
under the banner of the Ayrshire Economic Partnership which has led to the 
development of an Ayrshire Growth Deal bid which, if successful, has the potential to 
transform the regional economy.   

Partnership approaches can be powerful and effective in supporting greater levels of 
growth and work best where there is a clear framework in place to ensure that efforts 
are geared towards maximising our existing economic assets, wherever they 
may be.  As these are not evenly spread across the country, Regional Partnerships 
should also work to stimulate and develop future economic opportunity across all of 
Scotland’s communities. This can only be done as part of a coordinated national 
framework designed to share and connect opportunities.  

 

 

 mapping economic partnerships with local, regional and national functions 
(public and private sector) to streamline the number, with real focus and 
articulation between any future Economic Partnerships (including the 
ongoing evolution of the Regional Advisory Boards) 

 assessing the full picture of Scotland’s total public sector asset base with 
a view to a creating a shared understanding of those assets that can be 
utilised collectively for growth, with all partners sharing evidence and 
intelligence 

 reviewing of the statutory role that National Agencies play in Community 
Planning Partnerships with consideration to the most appropriate role and 
level at which to make a difference, and for all partners to agree where they 
are best placed to contribute at local, regional and national levels. 

 developing of a culture of openness and challenge amongst partners to 
help reach decisions and agree prioritisation on the strongest economic 
opportunities, whilst at the same time seeking ways for these opportunities 
to reach and support areas across Scotland 

 

 

4. IMPROVING SERVICES 
 
The Scottish Government’s call for evidence asks about the strengths and 
weaknesses of the current approach and what needs to change in the current 
system of support to make it simple and clear and help deliver Scotland’s 
economic vision.    
There is a perceived clutter across the delivery landscape, with a feeling expressed 
regularly by businesses that they do not know where to go for what support.  

We recommend 
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And while there are excellent services available which achieve positive impacts for 
businesses and for individuals, there is an opportunity to re-imagine how we 
deliver across the system with a view to simplifying and streamlining what is 
available and how to access it.  
 

We know that companies that are innovative, international and invest in growth 
are far more likely to be productive so we collectively need to shift the 
performance of Scotland’s business base across these key drivers in order to boost 
our economy.  

 
Businesses, including social enterprises, receive support from many different 
partners. Scotland’s enterprise agencies, Business Gateway and local authorities, 
Visit Scotland, Skills Development Scotland, Zero Waste Scotland, SEPA, Social 
Enterprise Scotland and Creative Scotland and others all engage with Scotland’s 
businesses.    

Adopting a clear overarching goal for all public sector organisations of boosting 
competitiveness and productivity and delivering a more coherent and joined up 
approach to delivery would help streamline the support offered, eliminate duplication 
and remove confusion among businesses about who to go to.   

The world in which we all operate is changing and changing fast.  The impact of 
advances in technology is forcing organisations everywhere to work in different 
ways, reconsider business models and how they service customers.  

In recent years, SE has found that it is often the portfolio and integrated nature of 
support that companies receive that delivers greatest impacts (for example 
internationalisation support alongside innovation and funding support) – underpinned 
with a strong strategic relationship with companies and their leaders. 

 

 

 

 

Over the next 12-18 months SE’s aspiration is to establish a digitally-enabled 
delivery model that: 

 allows any business  with ambition and a willingness to look at new markets, 
new products or services and progressive employment practices to establish 
an online account  

 provides a secure space for storing information, applications and engagement 
history and that enables online engagement between companies, their peers 
and SE support staff (both in Scotland and overseas) 

SE is developing plans to establish digitally‐enabled accounts that will allow many more companies 

in Scotland to access integrated support.  The Review presents an opportunity for Scotland to deliver 

a more digitally‐enabled system overall.   
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 allows us to build new insights in real time to what businesses are looking for 
to support their growth 

 is developed with businesses and centred on their needs 
 improves the speed and efficiency with which we deliver 
 can be scaled up and shared across partner organisations (both private and 

public sector) to improve and streamline the broader business support system 
in Scotland. 

 

 

 sharing our early development work with a view to capturing milestones and 
outcomes as part of a single delivery plan for the economic development 
system 

 that we fully operationalise a ‘no wrong door’ approach for company support 
across delivery partners: reduce brands and simplify, it will also be important 
to embed shared processes for referrals across the system  

 put in place new data sharing agreements, processes and systems are 
created with input from businesses to improve access to available support 

 establish one single approach to career development / CPD across 
agencies and local government for all business customer-facing staff to build 
best practice and common delivery standards 

 establish a programme of knowledge sharing across Scotland’s regions to 
build awareness and understanding of available support, including via local 
chambers, banks and other intermediaries 

 for companies receiving intensive support and higher levels of funding, we 
ensure a clearer ‘ask’ of companies, in terms of what they need to commit 
to in return for receiving support – including delivering on jobs, equity and 
productivity improvements. 

 

 

5. DRIVERS OF GROWTH 
As noted earlier, Scotland’s Economic Strategy is delivered through a concerted 
focus on the drivers of growth: innovation; internationalisation; investment; and 
inclusiveness. This section addresses each of these areas in more detail, 
highlighting our recommendation on actions across the “4I’s” that will help to achieve 
a step change and tackle the challenges in Scotland’s productivity. 
 

5.1 INNOVATION 
Business innovation has created two thirds of productivity growth in the global 
economy over the past 10 years. Those countries which top the OECD 
competitiveness rankings have high levels of innovative businesses, more likely to 
export successfully and generate growth, when compared to non-innovating firms. 

 

We recommend 
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Innovation policy has gone through a paradigm shift in the last ten years – it is not 
only about R&D, technology and product development in a few high tech 
manufacturing companies.  Innovation is now ubiquitous, happening in every 
company and all sectors. Innovation activity ranges from R&D to innovative business 
models and the way innovation drives growth has also changed – it is service 
innovation rather than product development that has driven 60% of global growth in 
the last decade. This will increase to 80% plus in the next decade.   

Scotland’s current innovation system is well established, with a strong commitment 
from Government. Despite significant investment, the critical weakness remains - 
too few companies innovate and those that do don’t create sufficient turnover 
and export growth to shift Scotland’s globally competitive position.  

We hear from companies regularly that they don’t innovate because they perceive it 
to be risky and expensive and they are not confident on the return on their 
investment, they find it difficult to find markets and customers for new products, and 
they believe that their workface doesn’t have the capability or capacity to innovate 
successfully and that bringing in external knowledge and capability is hard to do. 
However, we know that when companies innovate they are significantly more likely 
to grow and export successfully than non-innovators. 
    

It’s clear that a different approach is required across the whole innovation 
landscape – private, public and academic organisations – to deliver an impact 
driven, evidence based and experience-led approach to make Scotland an 
innovation leader.   

 

 
 using the purchasing power of large corporates and public agencies as 

first customers for new innovation solutions and support Scottish SMEs to 
provide those new solutions.  Example – ‘Public Sector Innovation Challenge 
Fund’ 

 increasing the number of companies supported, from 2,000-3,000 up to 
10,000-15,000. Highly targeted at companies with real growth potential. 
Example – “Wider Innovation Programme – more reach through partnership” 

 simplifying the innovation journey to engage more companies and get them 
from “idea to profit” quickly and efficiently. Example - “Food & Drink Innovation 
Response – 100 plus innovation products redesigned into a simple, joined up 
company Innovation Journey”. 

 

5.2 INTERNATIONALISATION 
 

Businesses that export tend to have higher levels of productivity, grow faster 
and are more likely to survive than non-exporters.   

We recommend 
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Experience tells us that we need to support companies in a way that better reflects 
their stage of internationalisation, to: raise their ambition to internationalise; raise 
awareness of the benefits of entering new markets; provide market information; and 
harness the knowledge and experience of GlobalScots.  

While we have been successful in supporting more Scottish businesses to think 
about new international markets the major challenge is converting this interest 
into increased numbers of new active exporters. 

Foreign direct investment also plays a central role in Scotland’s economy and is a 
crucial component of developing growth sectors and building stronger supply 
chains.  FDI stimulates the transfer of knowledge, skills, technology and innovation 
to Scotland; inward investors tend to pay higher wages and can have a positive 
impact on the productivity levels of domestic businesses. 
 
The 2016 EY Scotland Attractiveness Survey highlights a record level of 119 
investment projects won by Scotland in 2015 and we have ranked in the top 2 
locations within the UK in each of the last six years for employment generated by 
FDI.  
 
We know Scotland punches above its weight in terms of brand recognition.  
However, we also recognise the untapped potential if all of Scotland’s overseas 
promotional activities were brought together behind a single compelling approach 
to building Scotland’s brand e.g. Visit Scotland, Universities, Cities Alliance, Local 
authorities. 
 

 

 
 increasing the proportion of businesses exporting by re-thinking the delivery 

model for export support, taking account of the roles and remits of all players 
and closely aligning with innovation support. 

 in a post-Brexit landscape the new delivery plan sets actions to create the 
condition to maintain and attract talent from overseas. 

 providing new mechanisms to support peer to peer learning among 
businesses so that they learn from and add value to each other’s strengths 
e.g. shared market research; access to  
technical or specialist advice; addressing common transport issues; and joint 
promotional activity in international markets. 

 establishing a single approach to building and promoting ‘Brand Scotland’. 
 that Scotland’s engagement with London becomes a powerful platform to 

showcase the capabilities of our companies and sectors and provides a 
gateway to global opportunities. 

  

We recommend 
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5.3 INVESTMENT 
 

Access to a strong supply of early stage risk equity capital is important for 
national economies due to the catalytic role that it plays in the entrepreneurial and 
company building process.  Improving SMEs’ access to debt and alternative funding 
is a critical component of support to ensure that more growth companies can achieve 
their ambitions.   

In addition to addressing market failures, increased economic uncertainty and 
reductions in global growth forecasts are likely to result in further restrictions on 
the supply of funding, enhanced competition for available finance and more 
challenging trading conditions.  Addressing these demand and supply side issues 
is critical to ensuring long term growth, innovation and productivity in Scotland’s 
economy. 

The investment approach and remit is to generate economic impact by developing 
Scotland's private sector risk capital funding market for early stage and established 
SMEs with growth and export potential, by increasing the sources and amounts of 
available growth funding.  We invest in propositions presented by private sector co-
investors, where there is an identified funding gap, where an appropriate level of 
economic impact is forecast.  

Co-investment funds have recently been independently evaluated and have 
identified the benefits to companies.  There is evidence of increased R&D activity 
and successful commercialisation, the registering of new intellectual property 
and the development of new products and services 

Scotland optimises access to diverse funding sources; through partnership across 
the UK and with European organisations, including the British Business Bank, 
European Investment Fund and European Investment Bank  

The co-investment model has been widely mirrored in other countries seen as the 
‘Scottish Model’ it has been replicated in New Zealand, Sweden, Canada, Northern 
Ireland, Finland and Estonia. 

We need to provide financial readiness and funding advice, guidance and services 
to more SMEs in and stimulate an increase in viable demand for finance; 

The breadth of services and ‘ease’ of accessing funding by businesses needs to 
shift, evidence tell us that some customers find accessing funding bureaucratic and 
slow. 
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 a review and re-design of the grant funding system to improve the pace at 
which we manage funding applications 

 a review of public sector diligence processes and risk appetite to 
streamline decision making and accelerate investment 

 addressing specific funding gaps constraining ambitious companies and 
sectors 
 
 

5.4 INCLUSIVE GROWTH 

The Scottish Government’s vision of inclusive growth is of ‘growth that combines 
increased prosperity with greater equity; that creates opportunities for all and 
distributes the dividends of increased prosperity fairly’.  Simply put, this means 
a greater focus on identifying opportunities in a growing economy and sharing the 
benefits of these with everyone. This is an area that requires both national and local 
perspectives to drive actions. 

We already know a major improvement in Scotland’s international 
competitiveness is required.     Higher productivity will increase competitiveness 
and give employers and individuals a route to better jobs.  For example, the 
work with the food, construction and tourism sectors to develop and deliver 
productivity action plans will help boost their competitiveness and ability to enhance 
employment conditions. We will use the Fair Work Framework to help define 
quality employment. 

We know there’s an appetite for employers to support inclusiveness for instance 
Regional Selective Assistance (RSA) applicants now agree commit to young 
people as a key part of their workforce.  We offer support help the companies 
develop an Invest in Youth policy that targets recruitment, training, work experience 
and connections to schools and colleges.   Since the start of 2015-16, all applicants 
have taken advantage of this support. 

Digital connectivity is a route by which more people can participate in the 
workplace and in society, so we need to ensure that Scotland’s digital 
infrastructure becomes world class. This would increase the potential for 
businesses to develop digital approaches to connect to a wider range of people.  To 
fully exploit digital opportunities we need to lift the level of digital skills.  The knock on 
benefit here would be the opportunity for government and other agencies to deliver 
their services digitally. 

Changes in the shape of Scotland’s labour market e.g. ageing working population, 
people working longer, changing demographics means that the demand for 
employment opportunities is going to shift and employers and individuals need to 
prepare to respond to that. 

We recommend
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 a shared understanding of local and regional growth challenges and 
opportunities and what it would take to connect these to communities and 
employability opportunities. 

 growing the number of businesses who understand the growth benefits of 
fair work approaches e.g. recruiting young people, a more diverse talent 
pool, addressing gender imbalances. 

 stronger partnership working at the regional level to maximise growth e.g. 
strong partnership working in Tayside and investment in the Dundee Central 
Waterfront is building assets and helping unlock opportunities across the 
region such as the tourism businesses gearing up for the opening of the V&A.  

 

6. CONCLUSION 
 

Scotland is a small nation with huge potential: we have a strong economic 
foundation; a world class education system and an unrivalled tradition of creativity, 
ingenuity and invention.  We have all the necessary ingredients to match our 
competitors and rank in the top quartile of OECD nations.  

This is a massive opportunity to redesign how Scotland goes about growing and 
improving the economy.  If ever there was time to be far reaching and radical in all 
our thinking and ambitions, then it is now. 

Evidence Sources 

In preparing this submission we have taken account of a range of papers, 
evaluations and evidence, namely:  Audit Scotland's Report 'Supporting Economic 
Growth; the role of the Scottish Government and its economic development 
agencies' (2016); the Overview of Enterprise Development Policy and Agencies in 
Small Advanced Economies by Dr David Skilling (2016); Scottish Enterprises 
‘Growing Scotland’s international competitiveness and delivering sustainable 
economic growth: what works evidence review’ (2014);Evaluation of Scottish 
Enterprise Engagement with Account Managed Companies (2013); the Economic 
Impact of the SEED Fund,(2013) and the Economic Impact of the Scottish Venture 
Fund (2013.   We have also reflected on the conclusions SE’s work to inform the 
Smith Commission (2014) and to the Christie Commission (2011). 

We recommend 
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Highlands and Islands Enterprise 

Consultation Response - Review of Enterprise and Skills 

1 The Highlands and Islands today 

1.1. Covering more than half of Scotland’s land mass, the Highlands and Islands is a 
region that contributes significantly to national growth, and has the potential to 
achieve even more in future.   

1.2. Against the most reliable measures of economic progress – population increase, 
economic activity, and levels of employment and unemployment – the Highlands and 
Islands continues to perform better than the Scottish and UK averages.   

1.3. Between1997 and 2014, the region rose from 32nd place in a productivity league 
table of NUTS 2 regions to 18 – the biggest rise of any UK region. 

1.4. Had all of Scotland grown at the same rate as the Highlands and Islands since 
1997, our country’s population would be 86,000 higher than it is, and economic 
output £10bn greater.   

1.5. While some long-standing demographic and geographic challenges have been 
mitigated, and will be reduced through digital investments, innovative thinking is still 
required to attain inclusive growth in all parts of the Highlands and Islands.   

2 Key attributes of rural development 

2.1. Deliberate integration of economic and community development – delivering co-
ordinated support for businesses, social enterprises and communities – has been the 
central component of HIE’s success.  HIE believes this model should continue to be 
developed.  Our experience shows that other characteristics of effective economic 
development in a rural region include: 

 Willingness of government and agencies to make bold investment decisions that 
will support long-term growth 

 Access to further and higher education 
 Account management by enterprise agencies to focus on client needs and 

potential for growth 
 Collaboration – between government, enterprise and skills agencies and providers 

of education, housing, health and other vital services 
 Empowering communities to own and manage assets 
 

3  Next steps 

3.1. Specific actions to achieve a step change in productivity and deliver inclusive 
growth include:  
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 Equality of access to digital connectivity, including mobile communications 

 Developing a skilled workforce that meets the needs of business  

 A strategic approach to bold investments that deliver transformational benefits 

 Attract small scale inward investment, appropriate for rural areas 

 Accelerate a culture of innovation and entrepreneurial leadership  

 Drive impact from place based regional opportunities with a focus on cross-sector 
working 

 Accelerate the pace of international trade, focusing on a small number of high 
growth markets 

 Expand entrepreneurship and start up accelerator initiatives 

 Streamline business innovation to target product development and new market 
access  

 Collaborate in a major initiative to transform Scotland’s digital skills  

 Flexible skills planning and delivery at local level to meet skills gaps more rapidly 

 Develop community and social enterprise models to accelerate community 
growth 

 Pioneer models to address infrastructure, service delivery and capacity in small 
communities 

 Expand opportunities for young people to gain employment and skills, including 
digital delivery 

 Align workforce and skills development with enterprise agency investment  

 Provide agency customers with clear and simple journeys that achieve desired 
outcomes 

 Identify and address gaps in enterprise and skills provision, and areas of 
duplication 

 Set long-term goals and monitor progress through a range of complementary 
metrics which link delivery with national plans. 

 

4 Conclusion 

4.1. This summary of our evidence to the Committee describes how Highlands and 
Islands Enterprise envisages its role, and those of its partners, developing in future.  
We would welcome the opportunity to discuss and develop these ideas further with 
the Committee. 

Highlands and Islands Enterprise
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Highlands and Islands Enterprise 

Consultation Response - Review of Enterprise and Skills 

1. Introduction and context 

1.1. Highlands and Islands Enterprise (HIE) welcomes the opportunity to provide our input 
to this important review of enterprise and skills in Scotland. 

 

1.2. Covering more than half of Scotland’s land mass, the Highlands and Islands is a 
region that contributes significantly to national economic growth, and has the 
potential to achieve even more in future.  It is a region rich in opportunities, founded 
on natural and created resources, the skills and talents of its people, a diverse and 
dynamic business base, culture and creativity, and an active sense of community 
spirit, particularly in rural mainland and island areas.  However, it also faces a 
distinctive set of difficulties, including a relatively small and scattered population, a 
narrower range of higher education and career opportunities when compared with 
other parts of Scotland, below average wage levels in certain areas, and, of course, 
the physical barriers and constraints to growth imposed by its spectacular but 
challenging geography.   

 

1.3. HIE has established a strong record, ever since its inception as the Highlands and 
Islands Development Board (HIDB) in 1965, as a development agency which is 
highly effective both in tackling these specific regional challenges and seizing and 
creating opportunities to deliver sustainable economic growth.  It has done so as an 
instigator of its own projects and programmes, as a delivery arm of Government 
and, crucially, as a committed partner, ready to step into a leadership role on key 
issues, and to collaborate with many public, private and third sector players for the 
benefit of the region and its people.  

 

1.4. HIE recognises that Scotland’s economic performance needs to, and can improve - 
and we are committed to playing our part in accelerating progress towards this 
national goal.   

 

1.5. Rather than provide substantial commentary against all of our activities and 
suggestions for improvements across all the themes of Scotland’s Economic 
Strategy (Investment; Internationalisation; Innovation, and Inclusive Growth) this 
paper will focus on a core number of key activities and approaches implemented by 
HIE and its partners to bring about a step change in the economy of the Highlands 
and Islands.  

 

2. The characteristics of successful economic development in the Highlands and 
Islands 

2.1 When HIE’s forerunner was established in 1965, it was as an innovative model to halt 
and reverse enormous economic disadvantage that was then affecting all parts of the 
Highlands and Islands.    Fifty years on, the region is a very difference place.  
Population has grown by 23% (compared to 3% across Scotland over the same 
period) - reflecting the growing attractiveness of the region as a place to live, work, 
study and invest.  The business base has been broadened from traditional industries 
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to encompass life sciences, creative industries, energy, universities, and business 
services, while food and drink, and tourism remain strong contributors.   

 

2.2 On key economic indicators including economic activity, unemployment levels and 
youth employment - where the region used to lag considerably behind the rest of the 
country - it now outperforms both Scotland and the UK.  In addition, the 
competitiveness of the regional economy and its productivity (GVA per capita) has 
steadily improved.  In 1997 the Highlands and Islands ranked 32nd out of 40 UK 
NUTS 2 regions for productivity.  By 2014 it had risen to 18th, the largest change in 
the ranking of any region in the UK. This is a clear demonstration that effectively 
targeted public policy can have a material impact on a region’s long term and 
sustainable growth.   

 

Table 1 below illustrates the progress made, tracking a range of important indicators over 
the past two decades. 

Table 1: Regional Economic Trends for the Highlands and Islands 1997 to 2014 

 

Sources: Mid-year population estimates, Labour Force Survey and Annual Population Survey, 
Annual Employment Survey, IDBR, ONS Regional GVA Statistics 2014, ONS Regional Household 
Income 2014, Civil Aviation Authority. 

Notes:  

*Economic Activity, number of employees and unemployment are taken from the Labour Force 
Survey from 1997 to 2003 and then the Annual Population Survey from 2004 to 2014. Figures are not 
directly comparable but indicative of the relative change; 

**The number of businesses is taken from the Annual Employment Survey for 1997 and the 
Interdepartmental Business Register (IDBR) for 2014. Figures are not directly comparable but 
indicative of the relative change. 

***Progress in how the Highlands and Islands compares to Scotland – upward green arrow indicates 
improving; for air passenger numbers the green arrow indicates an increase in the number of 
passengers. 

 

1997 2014 Growth (%) 1997 2014 Progress***

Population  437,194            467,361          6.9                  8.6                    8.7                    

Economic Activity Rate (%) 79.4                   82.2                 3.5                  103.0 106.1

Number of employees* 159,686            205,685          28.8               7.8 8.4

Number of businesses** 18,585              22,135            19.1               11.8 13.0

Unemployment Rate (%) 7.8                     4.9                   ‐37.2  92.9 77.8

GVA per capita (£) 11,004              21,356            94.1               87.0 92.4

Gross disposable Household Income (£ per head) 9,539                 17,095            79.2 91.4 101.0

Passengers numbers at the 10 HIAL airports 606,400            1,239,000      104.3 n/a n/a

Highlands and Islands H&I as % of Scotland
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2.3. The Highlands and Islands has benefited from having a dedicated development 
agency with a whole region-wide approach that seeks to deliver long-term 
sustainable economic growth for every part of the area.  HIE’s experience in 
addressing inherent weaknesses, such as market failure in fundamental aspects of 
service provision and delivery, transport challenges and low density of both 
population and business base, reveals some distinctive characteristics of successful 
economic development in this predominately rural context. These include: 

 Integrating economic and community development through an approach 
which  deliberately combines supporting businesses alongside creating resilient, 
capable communities. HIE’s strengthening communities work is a distinctive and 
vital component of economic growth in the region, and a similar approach could 
arguably be of equal relevance in rural areas outwith the Highlands and Islands 

 Investing in community capacity – to underpin asset ownership in fragile 
and rural areas through enabling and supporting local people to define and 
achieve their own goals 

 A positive emphasis on interventions which will improve the conditions 
which are most important in a largely rural economy, such as regional 
infrastructure, social impact, employment or population  

 Targeting business and community interventions in a co-ordinated manner 
to support rural employment and service delivery   

 Deep knowledge of and commitment to local geographies. A policy of 
adjusting or flexing support to tackle disadvantage and nurture distinctive 
opportunities in different parts of the region 

 Supporting long term change. Economic development is not a short term 
activity.  It takes time and the region has benefited from a consistent, yet agile 
approach 

 Recognition that economic development is a multi-faceted activity.  In 
addition to the activities of HIE and skills agencies, progress is fundamentally 
linked to the work of other public, private and third sector partners, particularly 
around issues such as investment and infrastructure, connectivity (both physical 
and digital), education, health  care and housing. 

 Developing strong partnerships to achieve greater impact through 
collaboration – including with local authorities, NHS, housing associations, 
universities, business and social enterprise associations and other government 
agencies. 

 Access to Further and Higher Education – not least the development of the 
University of the Highlands and Islands (UHI) and the joint approach with local 
authorities and the Scottish Funding Council to address lack of access to further 
education. 

 Developing ambitious approaches to challenges by pioneering 
partnerships with world leading organisations (e.g. Massachusetts Institute of 
Technology and the Glasgow School of Art). 

 Finally, a number of bold and ambitious decisions have been taken over 
many years to provide catalysts to the region’s development.  Examples include: 
the University of the Highlands and Islands; the development of the European 
Marine Energy Centre (EMEC) in Orkney - the world’s first grid connected wave 
and tidal test centre; the successful inward investment of Inverness Medical (now 
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LifeScan Scotland, part of Johnson & Johnson) – the catalyst for a regional life 
sciences sector and the development of Inverness Campus.  Bold and large 
scale investments such as these need to be an ongoing feature of the region’s 
economic development. 

Appendices 1 and 2 provide case studies which demonstrate the benefits to HIE clients and 
communities of the agency taking a holistic and integrated approach. 

3. Proposals 

3.1 The key levers to effect enhanced economic growth are clearly set out in Scotland’s 
Economic Strategy - investment, internationalisation, innovation and inclusive growth. 
Programmes to address all of these areas are absolutely central to HIE’s core 
approach, along with specific initiatives to improve entrepreneurship and leadership, 
and increase population.  Additionally, we recognise the need to ensure that skills, 
learning and research are fully integrated, along with key enabling measures such as 
digital connectivity, which we are currently working to deliver across the region.  

3.2 The sections below focus on how we might take specific actions to achieve the 
desired step change to our performance on productivity and creating a more inclusive 
economy.  

a. Delivering enabling infrastructure 

3.3 Creating a prosperous and attractive region which supports inclusive growth requires 
an ambitious vision and a regional perspective to ensure efforts and resources are 
targeted to investments which create transformational opportunities.  There should be 
a particular focus on those investments that have a disproportionately positive impact 
in rural communities, allow inherent challenges to be overcome, and create an 
equality of opportunity across all geographies. 

 Relentless acceleration of equality of access to digital connectivity, including 
mobile communications. 

 Supporting the development of a skilled workforce that meets the needs of 
business – attuned to the timescales they require. 

 Creating and sustaining a programme of bold investments which deliver 
transformational benefit. The key to success is to capitalise on place-based 
distinctiveness – taking key assets and investing in their development. 
Current examples include the exceptional potential to develop marine 
biotechnology research and commercialisation at the European Marine 
Science Park near Oban; the expansion of life sciences company BASF 
Callanish on Lewis, and proposals by HIE and Orkney Islands Council to 
leverage expertise in renewable energy and expand higher education through 
developing a new campus in Stromness. 

b. Digital futures 

3.4. The current rollout of superfast broadband, along with commitments to enhance 
mobile connectivity, constitute a game changer for Scotland.  The impact will be 
disproportionately significant for fragile and rural areas – opening up the opportunity 
for any business, community or citizen, wherever located, to be global in reach and 
ambition.  
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3.5. The digital agenda has massive potential to impact the twin themes of productivity 
and inclusive growth. In addition to building the infrastructure, we must give equal 
attention to driving the benefits which such connectivity offers.  We suggest a number 
of high level aspirations be developed to achieve this including: 

 Every business should be a digital business.  We would deliver a package of 
support to address the recognised success factors for a digital business – 
ambition, ability to recruit digital talent, ability to use and interpret analytics 
and data, and awareness to be consistently switched on to customer 
feedback to drive innovation. 

 Every young person leaving school, FE or HE being digitally literate through a 
series of accreditations that are relevant to business. 

 Every community being digitally connected. 

 Every public service being digitally enabled. 
c. Support to business  

3.6 A prosperous rural economy needs a productive business base which is innovative, 
entrepreneurial and globally ambitious. The role of foreign inward investment in key 
business can act as an anchor for the development of a cluster and service base.  
Resilient communities, particularly in fragile and rural areas will also have a diverse 
base of micro businesses which create and sustain employment.  There is also likely 
to be a strong social and community enterprise component, often addressing market 
failure in key services and activities. 

3.7 To further strengthen the business base, HIE proposes the following areas for 
increased intervention: 

 
 Supporting increased productivity and competitive advantage across the broad 

business base 

 Optimising international opportunity including a refreshed approach to inward 
investment which actively targets the potential for niche small and micro 
businesses (10 jobs in a fragile community can have greater impact than 
hundreds in a city) as well as the current focus on multinationals  

 Accelerating a culture of innovation and entrepreneurial leadership – HIE’s leading 
partnership with MIT has been an exemplar. 

 Drive increased impact from distinctive regional opportunities with a focus on 
specific sub-sector contributions – for example, HIE is prioritising aquaculture 
within the food and drink sector. 

 Transform digital engagement and participation across all businesses to drive 
inclusive growth and innovation 

 
3.8. The current landscape for business support can appear confusing to customers, and 

we would propose that the overall approach is simplified and joined up more 
effectively than its present operation.  

 
 Available to all: a simplified, one-door access to universal business support 

delivered digitally through a business portal with effective signposting to relevant 
private and public sector support mechanisms.  This will be available to all current 
businesses in Scotland and new business start-ups but will have primary focus on 
those with a local focus and impacts 
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 Available to segmented businesses: Targeted intensive support which builds on 
the enterprise agencies’ proven successful approach to account management.  
Clear, transparent criteria for segmentation to be published. Potential for shorter, 
sharper engagements which focus on an agreed set of milestones and 
interventions which are evaluated on exit. The approach will be agile and 
proactive, with acceleration of growth the key outcome. 

 Available to wider business base: A blended approach of digital and self-
service tools, facilitated by expert help. This will focus on driving transformational 
change across the broad existing business base and start-ups where there is 
ambition and potential capability to go beyond local markets 

 
3.9. As part of the above, we recommend introducing a number of new programmes which 

support businesses to focus ambition and achieve greater impact: 

 A fast track initiative to accelerate the pace of businesses operating internationally.  
Building and enhancing current capabilities and ambition. Including a prioritised 
programme on ‘internationalising through digital’ – aimed at boosting awareness, 
confidence and export levels. 

 A clear focus for Scotland’s exporting and internationalisation into a smaller number 
of high growth markets, with a clear plan to link to sub-sector opportunities. 

 Expansion of entrepreneurship and start up accelerator initiatives, making them 
accessible to many more businesses and social enterprises across all parts of the 
country.  The ESpark Virtual Accelerator, launched on 12 August 2016 in Inverness 
offers an option to pilot a new approach. 

 A streamlined approach to business innovation focused on accelerating product 
development and new market access in particular. The ‘Innovate Your Business’ 
model has proven popular and successful in the Highlands and Islands.  

 Creation of a major initiative to transform digital skills (as referenced earlier). 

 Increased flexibility in skills planning and delivery at regional/local level to more 
rapidly meet skills gaps. 

 

3.10. The above proposals would be effective in focusing business support and delivering 
at greater scale. 

d. Stronger communities  

3.11. The success of HIE and the progress of the Highlands and Islands have in large 
measure been due to the integration of economic and community development 
powers which HIE has utilised over many years.  We have long recognised that the 
attainment of sustainable economic growth, particularly in our most fragile and rural 
areas, depends on supporting strong communities in which successful businesses 
can thrive and generate wider benefits.  Community development is an essential 
component of economic development in the Highlands and Islands, just as much as 
business support or investment in infrastructure in the positive impacts it creates.  
Evidence includes: 

 The benefits of land reform projects across the region - a particularly more 
remote and peripheral communities 
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 Support for the social economy sector.  The Highlands and Islands has 22% of 
Scotland’s social enterprises, employing over 7,300 people, supported by 14,000 
volunteers, and with a total annual income of £284m.  

 Our community account management (CAM) approach helps empower 
communities to take the leading role in shaping their future.   

 Research by Cambridge Economic Associates (August 2016) shows that HIE 
has substantially increased the capacity of communities to undertake 
development, and made a significant contribution to increasing the pace of 
economic growth.  

3.12. In many parts of the Highlands and Islands (and Scotland) communities are at the 
heart of local development, taking forward projects and initiatives that contribute to 
both economic and social impacts.  Community development is an integral part of 
economic development, inclusive growth, and addressing geographic inequalities.   

3.13. Building on the success of the past, communities of tomorrow need to focus on 
areas including: 

 Creating employment 

 Maximising the opportunities which digital connectivity brings to reduce 
geographical remoteness and enhance local opportunities 

 A co-ordinated multi-agency approach to ‘place’ which addresses challenges in 
relation to transport, housing, access to educational opportunities etc. 

 The development of new community and social enterprise models that support 
developments such as community broadband, local energy systems etc. 

 Accelerating community growth through asset ownership and capacity building. 

 Maximising community assets to develop opportunities in relation to tourism, 
culture and heritage etc. 

3.14. Specific HIE programmes, interventions and measures are being developed to 
deliver stronger communities using a blended economic and social development 
approach.  These include: 

 A more holistic approach to support employment creation, based on social and 
economic impact and with a focus on locally distinctive sectoral prospects in 
our more peripheral areas. This will be delivered through community 
enterprises, through business support and with partners in, for example, 
tourism, food and drink, and creative industries.  We will maintain a specific 
focus on maximising opportunities through improved digital communications. 

 Greater regional leadership, influence and partnership working to ensure that 
services and infrastructure are available to sustain a growing demographically 
diverse population. This will require innovative approaches to delivery of 
housing, workspace, and local services including education and health. 

 In recognition of the importance of our small and medium sized towns in 
serving a wider rural hinterland, a more holistic, place-based and people-
centred approach to economic development and regeneration.  This could be 
encouraged through provisions for local outcome improvement plans and 
locality plans within the Community Empowerment Act. 

 Innovative delivery models to address infrastructure, service delivery and 
capacity issues in smaller communities, building on work from the community 
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renewable energy sector and Community Broadband Scotland.  These could 
include joint ventures between community organisations and business, with the 
public sector or new mechanisms for aggregation to support community 
empowerment alongside economic growth.  

 Further develop HIE’s innovative Community Account Management model, 
which is currently focused on communities within HIE’s fragile areas.  

3.15. HIE’s experience in integrating economic and community development is well 
established over 50 years, and the agency already delivers national initiatives such 
as Community Broadband Scotland and the Scottish Land Fund.  We recognise that 
there is an appetite for other parts of Scotland to benefit from HIE’s substantial 
experience and ability to support community growth. 

e. Skills for the future  

3.16. For a region such as the Highlands and Islands, talent attraction is as critical as 
building skills. Industry leadership will be key to success, both in articulating the 
specific needs of employers and working in partnership as part of the solution.  This 
collaborative approach to has already contributed to the Highlands and Islands 
Regional Skills Investment Plan, and further proposals to improve linkages between 
business and skills include: 

 Building on the Highlands and Islands skills investment plan and using HIE’s 
knowledge of the region’s businesses to develop an enhanced evidence base 
to identify skills gaps and improve delivery 

 Expanding and enhancing opportunities for young people to gain employment 
and skills 

 Flexible and innovative delivery of vocational and academic learning – including 
digital and virtual 

 Ensuring offers of enterprise agency investment are accompanied by workforce 
development and new skills support, with a particular focus on digital skills 

 Developing and enhancing community leadership and social entrepreneurship 
ambition and capability  

4. Implementation and delivery 

4.1 To enable successful delivery of the proposals there is a requirement for a step 
change in the public sector approach in the following areas: 

a.  Digital delivery supporting new customer journeys 

4.2. The approach to enterprise and skills should meet the key principles of: 

 A clear client journey that is simple, consistent and effective to navigate. 

 Ensure any duplication or gaps in provision are addressed, and make the 
overall system fit for purpose in addressing economic challenges (including 
skills gaps and shortages) and ensuring opportunities for Scotland are 
maximised 

 Provide access to data and intelligence which enables the public sector to track 
performance and respond effectively to new opportunities and challenges 
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4.3. Successful implementation requires a significant shift in how the public sector 
embraces the digital opportunity to transform how public services are delivered.  This 
will require adoption of a new mind set and ways of working across all of the public 
sector and will deliver the new customer journeys necessary to support our inclusive 
growth ambitions and create equality of opportunity for all citizens and businesses.  
This shift is imperative to deliver our aspiration to be a digital nation and position 
Scotland as a world class exemplar in this space.  Appendix 3 demonstrates these 
new journeys.  

b. Bold investment choices and public sector risk appetite 

4.4. The approach highlighted earlier around strategic infrastructure investment – eg the 
development of EMEC, or investment in Machrihanish which has led to securing CS 
Wind, Korean wind tower manufacturer - requires a clear vision and focus on those 
opportunities which will have a disproportionately high impact and effect change 
across the economic geographies.  This will require bold resource choices and 
require an appropriate risk culture to support delivery. 

c. Flexibility and agility  

4.5. The current economic challenges post EU Referendum highlight that the approach 
will require to be sufficiently flexible and agile to respond to economic shock or 
opportunity.  

d. Innovative delivery models and partnerships    

4.6. Successful implementation will require creativity in developing new partnerships and 
innovative delivery models  

4.7. HIEs significant experience in creating and delivering new partnership initiatives and 
delivery models will be helpful in exploring and developing future delivery solutions.  
HIE’s experience is that these bring knowledge, credibility, skills and innovative 
approaches and deliver demonstrable benefits.   

4.8. Examples of these being delivered successfully include: 

 The success of HIE’s 10-year relationship with MIT is evident and the strategic 
partnership with the Glasgow School Art through the Creative Futures 
Partnership is delivering transformation and community confidence through 
alignment between economic development and world class design innovation.  

 

 HIE has also supported the development of a number of significant strategic 
partnerships which have resulted in transformational delivery of campus 
infrastructure across the region, including Inverness Campus, Sabhal Mòr Ostaig 
on Skye, and the new Glasgow School of Art campus in Moray. 

 

 The establishment of Wave Energy Scotland, as a HIE subsidiary, using 
innovative procurement to provide R&D funding, to develop wave technology 
solutions to capture the potential for commercial exploitation in Scotland. 
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 Scottish Land Fund and CBS have transformed how communities can be 
empowered and supported to shape their own destiny. 

 

 HIE has a contract with PA Consulting who deliver elements of specialist advice 
for business, and also act as a strategic partner with global resources.  

 
 Work is under way to improve access to finance for business and leverage 

private investment funding through a new and innovative partnership model with 
the banking sector.  This aims to expand on the success of a pioneering 
secondment that HIE arranged with the Bank of Scotland during 2015/16 to 
develop a joint public/private sector approach to share information and 
experience, in support of business investment.   

 
4.9. Ensuring flexibility and openness for enterprise and skills agencies to draw in globally 

ambitious and inspiring partners supports the delivery of rapid and creative 
responses to opportunities and challenges.  Current challenges which could benefit 
from an innovative partnership approach could include delivering Scotland’s digital 
future, or development of targeted programmes to focus on productivity. 

5. Measuring impact 

5.1. In undertaking the Review it will be important to identify the KPIs that will be used to 
monitor the performance of Scotland’s economy.  At a high level these will clearly 
include GVA and productivity measures, wage rates and others in the national 
performance framework. 

5.2. However, two other factors are as important as the specific indicators need to be 
borne in mind: 

 National measures are important and clearly need to influence activities 
undertaken. 

 It will be essential that aspirations for economic growth also take into 
consideration the needs for regional/local economic growth.   

5.3. The two are not incompatible, but a one size fits all approach does not work and the 
balancing of the national with the local, however defined, needs to be considered.  
The latter dimension fits clearly with the inclusive growth priority and addressing 
geographic inequalities – growth in every part of the country. 

5.4. The National Outcomes and National Performance Framework set out in detail the 
Scottish Government’s long-term aspirations for growth and the societal 
transformation they have tasked the public sector with delivering.  While it will remain 
important that agencies can report on the activities they are undertaking, these 
should be framed to ensure it is clear what difference the intervention is expected to 
make and over what timeframe.  It is also important to report ‘what is actually 
happening’ across the economy to help put the likely impact of public intervention into 
context. 

5.5. The development of a clear feedback loop between Government policy and strategy, 
the implementation and delivery by agencies and the National Performance 
Framework is required to complete the system. 
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5.6. Across the developed world GDP has dominated as the primary measure of social 
progress, but wellbeing and progress are complex and multifaceted.  Scotland’s 
approach to tracking should be equally sophisticated.  Developing a dashboard 
approach and investing sufficient resource in interpreting and analysing trends and 
issues as they emerge will help inform future public sector priorities.  In some cases it 
may be necessary to adopt interim indicators and milestones to inform progress.  
These are more valuable than short-term ‘targets’ in that they are widely understood 
to represent progress towards a long-term goal rather than be used as a ‘pass’ or 
‘fail’ measure of a particular agency’s performance in a given year. 

6. Conclusion 

6.1. Against many of the most reliable measures of economic progress - including 
population increase, economic activity, and levels of both employment and 
unemployment - the performance of the Highlands and Islands continues to surpass 
both the present Scottish and UK averages.  Had all of Scotland grown at the same 
rate as the Highlands and Islands since 1997, our national economic output would be 
£10bn greater than it is at present, and population 86,000 higher.  Nonetheless, HIE 
recognises the need to go further and faster in our pursuit of the priorities in 
Scotland’s Economic Strategy, and we remain dedicated to our goal to accelerate the 
attainment of sustainable growth in all parts of the region.  

6.2. The integration of economic and community development has been the central 
component of HIE’s success to date in achieving economic growth.  This combination 
of powers has enabled the agency to achieve synergy from delivering co-ordinated 
support for businesses, social enterprises and communities, particularly in our most 
fragile areas.  This integrated model should be maintained and developed in the 
Highlands and Islands, where its value has been proven, and its potential to be 
applied in other parts of Scotland should be examined.  HIE’s reach and influence 
within the region’s business community, through our area teams, account managers, 
and ability to support businesses of any size, is a core strength that makes the 
Highlands and Islands an ideal location to pilot new initiatives.  

6.3. While progress has been considerable, the region continues to face significant 
challenges.  In particular, while some long-standing demographic and geographic 
challenges have been mitigated, and are being addressed further through digital 
investments, continued effort and innovative thinking are required to attain genuinely 
inclusive growth throughout all parts of the Highlands and Islands.  Digital in 
particular will play a critical role in the coming years to ensure the huge opportunities 
that the Highlands and Islands offers to grow Scotland’s economy will be developed 
and utilised to their maximum potential. 

6.4. The measures set out above indicate how Highlands and Islands Enterprise 
envisages its role, and those of its partners, developing in future.  We would welcome 
the opportunity to discuss and develop these ideas further. 

Highlands and Islands Enterprise  
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Appendix 1 

Case study: Denchi Power 

Denchi Power is a leading manufacturer and supplier of Lithium-ion batteries and chargers 
to the global defence industry. Thurso has been home to battery manufacturing since 1993 
when the first business opened in a purpose built factory funded by HIE.   The original 
business was taken over by a large multinational and its future was uncertain. Denchi Power 
was formed in 2014 to negotiate a management buyout. HIE provided the company with 
specialist advice on the buyout and to develop a business strategy. HIE’s account 
management team supports Denchi to help achieve its growth potential and develop new 
markets. For example, HIE has: 

 helped Denchi to identify new global markets, alongside Scottish Development 
International. 

 delivered a large-scale workplace innovation programme to boost efficiency and 
productivity 

 supported the research, development and commercialisation of new products and 
provision of IP and branding advice  

 worked with Skills Development Scotland to design a workforce development 
plan to develop existing staff and attract suitably skilled staff. 

Denchi has significantly increased its turnover, international trade and workforce. It has also 
acquired another business, based in Hungary, that is expected to create further opportunities 
for expansion. Denchi Power report that HIE’s support and dedicated account manager are 
key to its success.  
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Appendix 2 

Case study: Harris 

Situated in one of the most sparsely populated areas of Scotland the inter-connected islands 
of the Outer Hebrides offer a unique natural and cultural environment.  With a current 
population of over 27,000 the Islands have experienced decades of population reduction and 
a demographic trend towards young adults leaving.  The Isle of Harris sits within the Outer 
Hebrides and over the last 50 years the population of Harris has decreased by over 40% to 
fewer than 2,000. 

Supporting sustainable communities in this environment is challenging and alongside its 
partners, HIE has provided a range of support to help slow and reverse the decline in the 
population.  The 2011 census recorded the first increase in the overall population of the 
Outer Hebrides in decades and noted a reduction in the rate of decline for Harris    The 
support provided has included:   

 support for islanders to acquire, manage and develop community-owned assets, 
with benefits including improved and affordable housing, job creation and income-
generating renewable energy projects   

 developing reclaimed land in 2005 on which a new distillery was later built. This 
created opportunities in both the food and drink and tourism sectors, and future 
export potential for the whisky and currently opportunity for gin 

 support the ambition of the community organisation to realise a marina in Tarbert, 
this community led project will  help attract more visitors 

 supporting the Harris Tweed industry through investing in businesses and 
supporting export and skills programmes (see our case study supplement for 
more information). 

Wider investments by HIE in the Outer Hebrides, including the innovative Connected 
Communities project followed by the rollout of broadband, have also benefited Harris 
communities. Other support investment has included the creation of  high-quality life 
sciences jobs at BASF Callanish; working with public sector partners to influence the 
introduction of a Road Equivalent Tariff to make ferry fares more affordable for businesses 
and residents; investing in energy supply chain infrastructure at Arnish Business Park; and 
helping North Harris Trust to purchase, and identify opportunities for using, the privately 
owned North Harris Estate for economic and community benefit. 
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Appendix 3 

Delivery of new customer journeys supported by digital  

Successful implementation requires a significant shift in how the public sector embraces the 
digital opportunity to transform how public services are delivered.   This will require adoption 
of a new mind set and ways of working across all of the public sector and will deliver the new 
customer journeys necessary to support our inclusive growth ambitions and create equality 
of opportunity for all citizens and businesses.  This shift is imperative to deliver our aspiration 
to be a digital nation and position Scotland as a world class exemplar in this space.  This 
new journey will be characterised by: 

Accessibility 

 Being available when and where needed, with no wrong entry point and use of effective 
signposting 

 Deliver equality of opportunity contributing significantly to supporting  inclusive growth 
across all geographies therefore having a disproportionate impact in more remote areas 

 Extend reach and increase participation and achieving a transformational shift to a digital 
nation 

Usability 

 Simple and easy to navigate 

 Use of common business id and common technology and data content and sharing 
protocols will provide public sector consistency and deliver the best customer experience 

Access to information and knowledge 

 Clients will be provided with access to the best information, knowledge and insights 
inspiring new opportunities and access to new markets 

Facilitate delivery of tailored support and new solutions 

 The journey facilitates access to expert advice and tailored solutions  which will drive 
increased activity around the key growth drivers innovation and international opportunity 

Inspire ambition and access to new opportunities and innovation 

 Unlock an opportunity to achieve a culture shift  in key areas which will deliver 
transformational impact e.g. digital participation, innovation, entrepreneurial mind set 

Access to new networks and insights 

 Opportunities to access and create new networks  and to share insights  

Transparency 

 Bring increased visibility and transparency  

 Enable customers to track and understand their engagement and journey with the public 
sector 
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Access to new data and intelligence 

 Public sector use of analytics and access to data will transform ability to understand 
customer need and to assess impact and contribution to  economic performance and will 
enable increase opportunities to respond quickly 

Collaboration increased across the public sector 

 Successful delivery requires a new approach to  collaboration, product development,  
knowledge sharing and signposting across the public sector 

Marketing and awareness raising  

 Requirement for a public sector approach to awareness raising and marketing of digital 
services and an effective signposting and link arrangements to ensure there is no wrong 
door 
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1. Business Growth Cluster: introduce dynamic ‘regional engines’ of economic 
growth to exploit our strengths and competitive advantage across key sectors. 
Develop capabilities in new and emerging sectors, ensuring all areas are engaged in 
growing Scotland’s economy.  
 
2. Industry Skills & Employment Cluster: Recognising that employment is one of 
the primary routes to delivering inclusive growth, we need to widen and deepen 
participation in employment, increase earnings and translate the benefits of 
economic growth into wellbeing for all. Return on investment for education, skills and 
employment should deliver more streamlined and effective pathways to sustained 
employment, fuelling industries and employers that drive economic growth. 
 
3. Innovation & Internationalisation Cluster: a step change in performance will 
require higher rates of economic growth. To achieve this we need to leverage our 
investment and performance across the economic accelerators of innovation, 
internationalisation and productivity. A more collaborative ‘One Scotland’ approach 
could be supported by a national and regional board framework, providing consistent 
oversight and direction for all partners. This would build a powerful matrix of national 
and regional ambitions, priorities and interests. 
 
4. National Sustainable Economic Development Board: widen the membership of 
the Strategic Forum to create a permanent Board which would: 

 have responsibility for the overall ambition, set priorities and agree 
performance measures around the three core priorities 

 promote collaboration with a view to delivering tangible change and 
improvements 

 oversee and review progress 
 address any structural or funding impediments 

 
5. Regional Sustainable Economic Development Boards: encompassing the key 
economic geographies of Scotland and taking into account city, rural and island 
economies: 

 align regional interests & priorities with national ambitions 
 define regional ambitions, set regional priorities and agree performance 

measures 
 promote regional collaboration to deliver tangible change and improvements 

locally 
 oversee and review regional progress 
 address any structural or funding impediments 

 
Core ambitions for shaping the future 
6. A core recommendation is to undertake a programme of transformation over five 
to 10 years. 
 
7. Simplify and integrate the learner and employee journey to build a more 
integrated, customer focused journey through learning into work. The current journey 
through secondary school, into further education, on to higher education and into 
productive employment can take as long as 14 years and we recognise that friction, 
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 skills funding: Establish a single ‘industry skills’ fund. Combine all skills for work 
programmes (apprenticeships & Further Education) into a single fund with the 
aim of; a) providing industry and employers with the right skills and b) enabling 
individuals to get a job and increase their earnings. Expand the role of the 
Scottish Apprenticeship Advisory Board to provide industry oversight for the new 
industry skills fund. Use the proposed ‘UK Apprenticeship Levy’ funds to deliver 
industry skills. 
 

 delivery of skills: Build a greater responsiveness into our skills system through 
a number of key actions including; highly responsive HEIs to meet the needs of 
outcome agreements; a new integrated skills funding and delivery approach; 
industry academies that provide acute responsiveness to critical skills shortages 
i.e. CodeClan, and support attraction of talent from overseas. 

 
Conclusion 
10. We hope that this provides the Committee with a helpful outline of our vision and 
ambitions for the future. We look forward to discussing this at the evidence session.  
 
Skills Development Scotland 
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Scottish Funding Council 
Consultation Response - Review of Enterprise and Skills 

 
1. The post-16 education system provides significant economic, social and cultural 

benefit to Scotland. Crucially, employers remain satisfied with the work 
readiness of the graduates which our system produces. Our funding also levers 
in billions in additional investment to Scotland.  

2. Challenges exist, particularly in terms of access, inclusion and supply/demand 
skills imbalances in certain sectors. SFC is addressing these head on using the 
Outcome Agreement process and evidence-based interventions in key sectors, 
including through our active engagement in the Skills Investment Plan process. 

3. Whilst improvement is necessary to achieve a step change in economic 
performance, care must be taken that the current well-performing system is not 
harmed through simplistic interventions and unintended consequences. SFC 
advocates an approach of building on the existing strengths to achieve a step 
change in inclusive economic growth.  

4. SFC has made a number of recommendations in its submission to the 
Government’s Call for Evidence which we believe can be part of a package of 
interventions to create a step change in inclusive economic growth. This 
includes: 

 simplifying and better-aligning the apprenticeship funding system; 

 improving the learner journey by creating joined up pathways from school, 
colleges and university into work, such as 2+2 articulation and work-based 
degree programmes; 

 expanding and improving the impact of industry skills partnerships, such as in 
Energy, Life Sciences and ICT/Digital;  

 making it easier for businesses to access knowledge, research and innovation 
through a single online portal, using models that already exist in other 
countries; and 

 leveraging high-value growth from international research collaboration, 
building on the work we have supported with Hong Kong. 

 

Scottish Funding Council
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Business Gateway Service 

Briefing to Economy, Jobs and Fair Work Committee 

1. Business Gateway is a key delivery channel for local economic development and 
a first point of contact for business support across Scotland.  Business Gateway 
transferred to local authorities in 2008.  It has been embedded to local economic 
development services and has evolved in response to economic conditions.  The 
current service portfolio includes: 

 Support for start ups 
 Advice and support for growing businesses  

2. The pipeline of support enables links for growing companies to the account 
management services of Scottish Enterprise and Highlands and Island Enterprise.  
Business Gateway’s national services have been supplemented in recent years by 
the introduction of local services, assisted where available by European funded 
programmes.  Measures to integrate the service with mainstream Council services 
in economic development, planning and building control, finance and employability 
have developed to ensure a coherent and rounded package of support to 
business.  

3. Business Gateway has flexibility at local level to respond to economic conditions 
e.g. in the needs of rural or city environments or particular sectoral issues (e.g. 
tourism).  The Business Gateway brand is well recognised amongst business 
support services across Scotland.  Detailed information on business start-up and 
growth is available on the national website www.bgateway.com.   A team of over 
150 professional advisers are located in 57 offices across Scotland.  An extensive 
range of workshops and events is available to start up and established businesses 
and a Business Information Service can source detailed information for business.   

4. Business Gateway supports c10,000 business start-ups and works with c 500 
growth companies each year across Scotland.  Business Gateway has robust 
working relationships with all agencies and signposts companies to a wide range 
of support services.  Recent efforts by Business Gateway has involved working 
closely with Scottish Enterprise to reinforce the support given to growing 
companies, covering specific sectoral or industry needs.   

5. Business Gateway works in partnership with a number of agencies to develop 
new services.  Examples of this include: 

 the Digital Boost Programme providing 650 workshops and providing 800 one 
to one interventions with support from a digital expert.   

 Business Loans Scotland , a new loan fund of £8.1m, launching in November 
2016 to offer  up to £100K to SME’s to enable growth.   

 Supplier Development Programme - procurement advice and support 
delivered through SDP to businesses throughout Scotland with 8,700 
registered business members. 

6. The funding available to support Business Gateway is c£16m per annum.  
Additional EU funds of £24.4m for 2014-2020 have been attracted to provide 
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services for growth businesses.   This aims to identify the next generation of 
business with high growth potential.  Business Gateway is embedded to the full 
range of local economic development services delivered by Councils and enables 
the diverse needs of businesses up and down the country to be supported.   

 
Douglas Duff, Falkirk Council 
Business Gateway Management Group (Chair) 
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Economic Impact of Leaving the European Union 

4-consulting 

Summary  

There are around 209,000 people who were born in other EU countries (outside of 
the UK), accounting for around 4% of Scotland’s total population. Those born in 
other EU countries but currently living in Scotland are more likely to be economically 
active, more likely to be in work and less likely to be unemployed.  

Around one in twenty workers in Scotland were born in other EU countries. EU 
workers are most strongly represented in Scotland’s hospitality and manufacturing 
sectors. However, there are more EU workers in banking and finance (20,000) than 
in manufacturing (12,000).  

There are around 33,000 workers born in other EU countries that are employed in 
public administration, education and health. The pattern of industrial employment 
among EU workers is markedly different in Scotland compared to other parts of the 
UK.  

EU workers in Scotland are paid a higher average hourly pay than any other part of 
the UK outside of London. This may point to EU workers engaged in higher value 
added activities in Scotland compared to the rest of the UK.  

Around 5.8% of the total value of employee wages in Scotland is paid to those born 
other EU countries. The higher share of employee income may be explained in part 
by those born in other EU countries working longer hours.  

Using an economic model and underlying data published by the Scottish 
Government the economic contribution of workers born in other EU countries was 
estimate to be around £7.3 billion in Gross Value Added (GVA) each year.  

These figures should be viewed as a snapshot of the contribution of workers born in 
other EU countries rather than the likely impact of any policy changes. For example 
wages, migration flows and employment levels are likely to adjust to policy changes.  

The industrial pattern of employment and income suggests workers born in other EU 
countries play a disproportionate role in supporting Scotland’s tourism markets and 
export markets. The role of workers from other EU countries in Scotland is focused 
more on international markets compared to the rest of the UK.  

Edinburgh’s economy is more reliant on financial services than the London economy 

or any UK city economy. Edinburgh’s share of financial services is markedly ahead 

of most large European cities. 
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1 Those Born in EU Countries Living in Scotland  

1.1 The call for evidence, issued by the Scottish Parliament’s European and External 
Relations Committee, asked for views on the position of EU citizens in Scotland. This 
note sets out information on the specific issue on the contribution that EU citizens 
make to Scotland’s economy and society.  

1.2 It is difficult to measure the number of EU citizens living in Scotland and their 
social and economic contribution. An Office for National Statistics (ONS) research 
paper outlined the differences in migration estimates from the rest of the EU based 
on tax records and migration surveys (ONS, May 2016).  

1.3 This note uses data from the Labour Force Survey (LFS) to extend the Scottish 
Government’s Input-Output tables and economic impact model to estimate the likely 
contribution made to Scotland’s economy measured by Gross Value Added (GVA). 
This measure does not reflect the wider social contributions made by EU citizens.  

1.4 The LFS includes questions on the country of birth of those living in Scotland. 
The latest data available from the Quarterly LFS is shown in Table 1 below covering 
the period January to March 2016. Figures taken from the LFS are based on a 
survey and are estimates.  

1.5 There are around 209,000 people who were born in EU28 countries (outside of 
the UK) accounting for around 4% of Scotland’s total population. London has the 
highest share of its population born in other EU countries (12%).  
 

Table 1: Proportion of Residents Born in Other EU Countries 
Country or Region  Resident 

Population 
Born in Other EU 

Countries 
Population 

Share 
London  8,666,000  1,043,000  12.0%  
Northern Ireland  1,835,000  106,000  5.8%  
South East  8,859,000  484,000  5.5%  
East of England  6,041,000  317,000  5.2%  
East Midlands  4,629,000  241,000  5.2%  
North West  7,097,000  312,000  4.4%  
West Midlands  5,712,000  234,000  4.1%  
Scotland  5,291,000  209,000  4.0%  
South West  5,406,000  204,000  3.8%  
Yorkshire & Humberside  5,335,000  199,000  3.7%  
Wales  3,071,000  100,000  3.2%  
North East  2,601,000  56,000  2.1%  
UK  64,544,000  3,505,000  5.4%  
SOURCE: Quarterly Labour Force Survey (Jan-Mar 2016) 

1.6 The figures shown in Table 1 are similar to those published by the ONS last 
month in the report Population of the UK by Country of Birth and Nationality: 2015 
(ONS, August 2016). This report included data from the Annual Population Survey 
(APS) showing that around 3.2 million non-UK born residents were born in the EU, 
around 5% of the total resident population in 2015. The report also shows 190,000 
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non-UK born residents living in Scotland born in the EU, around 4% of the total 
population in Scotland in 2015.  

1.7 The above figures in Table 1 show non-UK born residents who were born in the 
EU. Some of the residents will be citizens of the UK or non-EU countries. The ONS 
report based on APS data showed that across the UK of the non-UK born residents 
who were born in the EU 16% of held British nationality, 83% held EU nationality and 
1% held non-EU nationality.  

1.8 Table 2 shows labour market indicators for all those aged 16 or over living in 
Scotland. Of those born in other EU countries around 128,000 were in employment. 
The economic activity rate of those born in other EU countries is markedly higher 
than the rest of the Scottish population.  
 
Table 2: Scottish Labour Market Indicators by Country of Birth 
Labour market indicator  Population 

(Aged 16+)  
Born in Other 
EU Countries  

Rest of the 
Population  

In employment  2,576,000  128,000  2,448,000  
Unemployed  165,000  8,000  157,000  
Inactive  1,651,000  55,000  1,597,000  
Economic activity rate  62.4%  71.3%  62.0%  
Unemployment rate  6.0%  5.8%  6.0%  
Employment rate  58.6%  67.2%  58.3%  
SOURCE: Quarterly Labour Force Survey (Jan-Mar 2016) 

2 Employment by Industry  
2.1 Table 3 shows the industry of the main job of employment for all those born in 
other EU countries. The data available is limited and a small selection of industries is 
shown along with the share of overall employment in each industry accounted for by 
those born in other EU countries.  
 
Table 3: Industry of Main Job in Scotland, Born in Other EU Countries 
Industry  Employment  Share of Industry  

Manufacturing (C)  12,000  5.8%  
Distribution, hotels & restaurants (G,I)  42,000  8.7%  
Banking and finance (K,L,M,N)  20,000  4.8%  
Public admin, education & health (O,P,Q)  33,000  3.9%  
Other industries (A,B,D,E,F,G,H,R,S,T,U)  22,000  3.8%  
Total  128,000  5.0%  
SOURCE: Quarterly Labour Force Survey (Jan-Mar 2016)  
NOTES: Standard Industrial Classification (SIC) 2007 sections A to U noted in brackets 

2.2 In Scotland, those born in other EU countries accounted for around 5% of overall 
employment in Scotland. This share rises to 8.7% for distribution, hotels and 
restaurants or nearly one in every eleven jobs in the industry.  

2.3 The pattern of industrial employment shown in Table 3 is markedly different in 
Scotland compared to other parts of the UK. For example, nearly one third of 
London’s construction jobs were accounted for by those born in other EU countries.  
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2.4 The pattern of industrial employment in Table 3 can be shown in terms of wages 
paid to workers in their main job. Table 4 shows the average gross hourly pay for 
those born in other EU countries by countries and regions across the UK.  

2.5 Scotland has the highest average hourly gross hourly pay outside of London for 
those born in other EU countries. This suggests EU workers are engaged in higher 
value added activities in Scotland compared to many other parts of the UK.  
 

Table 4: Average Gross Hourly Pay, EU countries 
Country or Region  Average Gross Hourly Pay 

London  £15.31  
Scotland  £13.20  
South East  £12.87  
North East  £12.05  
Wales  £11.90  
West Midlands  £11.43  
Yorkshire & Humberside  £11.34  
East of England  £10.93  
East Midlands  £10.32  
North West  £10.16  
South West  £10.12  
Northern Ireland  £7.58  
UK  £12.52  
SOURCE: Quarterly Labour Force Survey (Jan-Mar 2016)  
NOTES: Figures show hourly pay for employees 

2.6 Hourly pay was adjusted for the number of hours worked and the number of total 
number of employees. Table 5 provides an estimate of the share of the total value of 
employee wages paid to workers born in other EU countries.  

2.7 Around 5.8% of employee wages in Scotland are paid to those born in other EU 
countries. This share rises to 13% in distribution, hotels & restaurants or more than 
one in every eight pounds paid to workers. Where the share of employee income is 
higher this may be explained in part by the number of hours worked by EU workers.  

Table 5: Share of Employee Income, EU countries 
Country or Region  Born in EU Countries  

Manufacturing (C)  11.9%  
Distribution, hotels & restaurants (G,I)  13.0%  
Banking and finance (K,L,M,N)  7.9%  
Public admin, education & health (O,P,Q)  3.8%  
Other industries (A,B,D,E,F,G,H,R,S,T,U)  2.9%  
Total  5.8%  
SOURCE: Quarterly Labour Force Survey (Jan-Mar 2016)  
NOTES: Standard Industrial Classification (SIC) 2007 sections A to U noted in brackets  
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3 Economic Contribution of EU workers  
3.1 Scotland’s Input-Input Tables are published annually by the Scottish Government 
(July 2016). The Input-Output Tables are used to produce macroeconomic models to 
simulate the economic impact of public policy.  

3.2 The tables include the most detailed breakdown available of income from 
employment by industry sector. Two approaches were used to estimate the overall 
income from employment for workers from other EU countries. Firstly the overall 
share of employee income (5.8%) shown in Table 5 was applied to the measure of 
income from employment from the Input-Output Tables to estimate income from 
employment for workers born in other EU countries.  
 
3.3 The additional components of Gross Value Added (GVA) are ‘taxes less 
subsidies on production’ and ‘gross operating surplus’. Income from employment is 
by far the largest component of GVA in Scotland. If the remaining components of 
GVA were also distributed using the same shares as for income from employment 
then an estimate of the contribution towards Scotland’s GVA can be produced.  

3.4 Using the overall share of employee income (5.8%) the contribution of those 
workers born in other EU countries is £7.3 billion (in 2016 prices). The latest Input-
Output tables are shown in 2013 prices and GVA was adjusted to 2016 prices using 
HM Treasury deflators.  

3.5 The second approach uses the employee income share for individual industries, 
shown in Table 5. Where employee income shares were not available for individual 
industries an estimate was based on the share of employment (summarised in Table 
3). The second approach suggests the contribution of those workers born in other 
EU countries is £7.4 billion (in 2016 prices).  

3.6 These figures should be viewed as a snapshot of the contribution of workers 
born in other EU countries rather than the likely impact of any policy changes. For 
example wages, migration flows and employment levels are likely to adjust to policy 
changes.  

3.7 The wages paid to workers are a primary input rather than a final demand 
market. It may be more appropriate to apply forward linkage multipliers to wages 
showing how the inputs from workers help support sales to final demand markets. 
The development of economic models and multipliers in discussed in the Scottish 
Government’s methodology guide.  

3.8 The industrial pattern of employment and income suggests workers born in other 
EU countries play a disproportionate role in supporting tourism markets and export 
markets. It is not unreasonable to suggest that the role of EU workers in Scotland is 
focused more on international markets compared to the rest of the UK.  
 
 
 
 

http://www.gov.scot/Topics/Statistics/Browse/Economy/Input-Output
https://www.gov.uk/government/collections/gdp-deflators-at-market-prices-and-money-gdp
http://www.gov.scot/Topics/Statistics/Browse/Economy/Input-Output/MultiplierMethodology
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4 Importance of Financial Services  
 
4.1 The latest available data from the Office for National Statistics (ONS) shows that 
financial services accounted for a higher share of Edinburgh’s economy (23.8%) 
than London (18.9%) or any other city in the UK. This is measured by Gross Value 
Added (GVA) in 2014.  

4.2 Additional data published by Eurostat shows Edinburgh’s economy is more 
reliant on financial services than any other European city (for which data is available) 
apart from Luxembourg (Eurostat data for some cities was only available for 2013).  
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Richard Marsh & Thomas Kane  

Richard Marsh is an economist specialising in regional economic modelling and 
economic statistics. He is a member of two expert groups advising the Scottish 
Government on modelling and economic statistics.  

Richard is an elected Fellow of the Royal Statistical Society and Fellow of the Royal 
Society for the encouragement of Arts, Manufactures and Commerce (RSA). He was 
recently invited to join an external panel advising the UK Statistics Authority (UKSA).  

He recently completed a three year secondment at the Scottish Parliament leading 
the scrutiny of economics and statistics during the Scottish independence 
referendum and the devolution of new powers to Scotland.  

Richard has led high profile economics research projects for the Office of the First 
Minister for Wales, the Office of the First Minister and Deputy First Minister for 
Northern Ireland, the Office of the Chief Economic Advisor for Scotland and the 
European Commission.  

Richard led a review for the Scottish Government investigating the possibility of a 
quarterly GDP expenditure measure including a review of the data available, 
literature and best practice from other countries. The outcomes of the review helped 
form the Scottish National Accounts Programme (SNAP).  

Thomas Kane is 4-consulting’s research manager and is currently working with 

Richard on tax-benefit microsimulation modelling in Scotland. Thomas is a PRINCE2 

qualified consultant and has completed socio-economic data analysis to support the 

development of several community plans. Prior to joining 4-consulting last year, 

Thomas worked for the Bank of New York Mellon and Fife Council.
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Fraser of Allander Institute 

The Potential Implications for the Scottish Economy of the decision to leave 

the European Union 

Introduction  

We welcome the opportunity to discuss with the Economy and Fair Work Committee 
the potential implications for the Scottish economy of the decision to leave the 
European Union.  

Much of the debate, thus far, has understandably been on quantifying the potential 
scale of the challenge posed by Brexit. But as we move ever close to the UK’s exit 
from the EU, it is vital that discussions begin to focus on the practicalities of what 
Brexit might mean for businesses, sectors and individuals.  

In our view, this should include –  

i. Understanding the trade-offs from the specific terms of the negotiated exit 
from the EU;  

ii. Identifying the sectors and areas of the economy – e.g. elements of 
international investment, the labour market etc. – most likely to be impacted by 
Brexit;  

iii. The policy opportunities that may open up – both at the Scottish and UK 
level – from no longer being bound by EU commitments and obligations; and,  

iv. Reassessing existing policy priorities and commitments, and crucially the 
delivery of the government’s Economic Strategy, in a world where Scotland is 
no longer part of the EU.  

In evidence to the European and External Relations Committee on the 28th July 

2016, we set out some key areas we believe to be of greatest importance in 

understanding how the EU referendum outcome may impact on the Scottish 

economy. We grouped these into short and long-term considerations. 

Short-Term Considerations  

The key issue in the short-term is economic uncertainty. At the UK level, the decision 
to leave the EU was clear. However, the exact terms of exit remain unknown.  

In response, businesses may postpone expansion and investment plans. But we 
should be wary of expecting to see any immediate changes. Most businesses will not 
– and cannot – change plans overnight and many will await clarity over the likely 
outcome of any negotiated settlement.  

After an initial period of instability, the UK Government has brought a degree of 
relative calm back to the political environment and a dedicated policy response is 
expected in the Autumn Statement. The Bank of England has cut interest rates whilst 
the Scottish Government has announced plans to accelerate capital spending in 
addition to a new £500 million Scottish Growth Scheme to support private 
investment. These are all welcome.  

Most of the evidence since the referendum points toward businesses being in ‘wait 
and see’ mode. Given the potential risks faced in late-June/early-July, this should be 
seen as a positive.  
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The most obvious impact has been the sharp fall in Sterling. This presents both an 
opportunity (i.e. in terms of export competitiveness) and a challenge (i.e. in terms of 
rising import prices).  

Like most other independent forecasters, we believe that the economy will continue 
to grow in the near term but do so more slowly than would otherwise have been the 
case. However, as the UK Chancellor has made clear, the next couple of years are 
likely to be challenging.  

The Committee may wish to consider what additional short-term actions may help 

support the Scottish economy through this period of adjustment. 

Long-Term Considerations  

Over the long term (i.e. 10+ years), most economists are confident about what the 
key issues are from the decision to leave the EU (both positive and negative).  

These include –  

 The nature of future trading arrangements – both with the EU and 3rd 
countries – and crucially the relationship with the EU Single Market and 
Customs Union;  

 The implications for international investment and access to EU capital 
markets;  

 The different challenges/opportunities for particular sectors in the economy 
and/or regions of Scotland;  

 The implications for the labour market – including access to skilled migration 
and the outlook for labour market regulation;  

 The fiscal impacts both in terms of potential savings from reduced (or zero) 
net contributions to EU’s Budget and reduced access to EU funding streams;  

 The potential changes to devolved competencies; and,  

 Any ‘dynamic’ effects – that is, whether or not a different relationship with the 
EU will have implications for productivity, competition and innovation.  

Our report for the Culture, Tourism, Europe and External Relations Committee 

modelled the potential implications for Scotland both in terms of the overall economy, 

and crucially, sought to identify those sectors most immediately exposed to the 

decision to leave the European Union. 

We think that it would be helpful for the Committee to consider in greater detail what 

Brexit might mean for particular sectors/regions (both positively and negatively) and 

to analyse what policy support may be required. 

 

Fraser of Allander Institute 
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Jane Gotts, GenAnalytics Ltd 

The Potential Implications for the Scottish Economy of the decision to leave 
the European Union 

Background 

1. Jane Gotts is a founding partner and Director at GenAnalytics Ltd. GenAnalytics is 
a specialist insights and marketing consultancy focused on the areas of equality 
and diversity in the workplace. 

2. She has significant experience in business and economic consultancy, growing 
commercial revenue streams, strategic business planning and international 
business development. 

3. Prior to setting up GenAnalytics Ltd Jane was Director of International Business 
Development at Glasgow Caledonian University with responsibility for driving the 
university’s international business development strategy in key overseas markets 
including the USA, South Africa and Brazil.  

4. Jane played a key role in contributing to and supporting the Review of the Role of 
Women in  

5. Scotland’s Economy authored by Professor Lesley Sawers and launched LeanIn 
Scotland in May 2014 which has to date engaged with over 400 women. 

6. Prior to joining GCU she spent 10 years at the Scottish Council for Development 
and Industry, Scotland’s leading independent economic development 
organisation, where she had responsibility for developing and delivering the 
organisation’s international and commercial strategy. At SCDI she led over 50 
trade visits to overseas markets in Europe, North America, Latin America and 
Asia, including high profile delegations with the First Minister of Scotland and 
senior UK Cabinet Ministers. 

7. Jane has recently acted as the Adviser to the Economy, Energy and Tourism 
Committee at the Scottish Parliament for their inquiry into Internationalising 
Scotland’s Businesses which reported in May 2015. 

8. She has a degree in Politics from the University of Glasgow. 

Thoughts on Evidence Session 

9. The EU is without doubt an important market for Scotland. Close markets to 
home are ideal for new exporters who are beginning to take their first steps into 
international markets. Ireland for example – is regularly cited as an ideal first 
market for would be exporters.  

10. We know the statistics about the majority of trade going to the rest of the UK and 
the US remaining our biggest export market however we still to date have very 
low levels of exporting from Scotland. This has not changed in recent years. We 
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have exceptionally low levels of trade with China, India, Brazil and the new 
emerging growth economies in Turkey, Mexico, Indonesia, Vietnam.  

11. There is a significant amount of work to be done to overcome this.  

12. We need to look at all available markets for Scottish SMEs and overcome the 
barriers they face. Awareness is an issue, access to finance, overcoming the 
pressures of just getting on with the day job.  

13. The previous international trade enquiry recognised that only a small number of 
Scottish firms make up the vast majority of exports. How many of these 
companies are foreign owned?  Roughly 7000 companies out of 300,000 
businesses export. 

14. The German economic model is often held up as example of the importance of 
SMEs to the economy and what lessons can be taken from that.  

15. Yes, there are opportunities for companies to benefit from a lower value pound – 
particularly in selling to the USA - however often such a benefit is outweighed by 
increased purchasing prices due to currency fluctuations so there is just a 
balancing effect.  

16. I believe it is too early to consider the impact for non-UK companies investing in 
Scotland. Our track record of inward investment is very strong and this is 
something we would want to maintain and protect.  

17. Global businesses who invest in markets all over the world are used to dealing 
with uncertainty however they are more likely to invest further and create 
additional jobs in a stable economic environment.  

18. From a start-up perspective I would like to add that no uncertainty is good for 
businesses. We won’t be able to make forward planning decisions until we know 
the full settlement agreement of Brexit.  

19. There is a great deal of support within local authorities and at a national level for 
start-ups. The ESpark model is a resounding success – is there an opportunity to 
link export support to ESpark businesses.  

20. I am not aware of any funded trade delegations for SMEs businesses who are 
just starting out or are not included in the Scottish Enterprise account managed 
programme. This is an area of potential opportunity. High profile trade 
delegations supported by the Scottish and UK Government were previously very 
well received by Scottish businesses. 

Jane Gotts, GenAnalytics Ltd 
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