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Introduction 

As the Scottish Government’s economic and community development agency for the north-west 
half of Scotland, Highlands & Islands Enterprise (HIE) welcomes the opportunity to give evidence 
to the Finance Committee’s strategic scrutiny of the Scottish Government’s budget. 
 
Regional Overview 

The impact of the recession thus far on the different local economies and economic sectors in the 
Highlands & Islands has been mixed.  Shetland and Orkney, for example, have been less affected 
by the downturn than other areas, while the Western Isles have felt the impact of job losses.  The 
tourism sector has fared relatively well and has strong forward bookings, but there has been re-
structuring in parts of the food & drink sector, eg fish processing. 
 
Unemployment levels across the region have risen significantly over the past twelve months, 
though the 3.1% unemployment rate in March for the Highlands & Islands was still below that for 
Scotland and Great Britain.   Highest rates were recorded in Dunoon & Bute and Wick, with the 
lowest totals in Orkney and Shetland. 
 
Against this background, HIE has mounted a recovery plan for the Highlands & Islands as part of 
the Scottish Government’s recovery plan at the national level.   The plan was launched in the 
autumn and continues currently – we would be happy to provide further details to the Committee. 
 
Key Issues 
 
• What are the effects of recession on the Scottish Government and on bodies funded by 

it? 
 

Following the enterprise networks review, HIE has sharpened its focus on working with 
significant and high-growth businesses across the area, seeking to build up over time around 
500 account management relationships.  The need to respond quickly and effectively to the 
effects of the recession has added further momentum to that process.  While the 500 
businesses include several internationally-known companies, the great majority are SMEs, 
many family-run and with a long track record of success.  Our account managers are currently 
working to ensure that advice, information and access to finance are made available and it is 
encouraging that businesses which have signed up for growth plans (over 100 in 2008/09) 
remain committed to pursuing these.  Assistance has also gone to those facing difficulties, 
usually in the form of specialist advice. 
 
In HIE’s view, the demand for our services is likely to intensify over the next year or so, but we 
are confident that we will be able to make the required business support available through our 
account managers.   The likely pressure on our cash resource is more difficult to anticipate and 
we will continue to profile the needs as part of our budget planning process. 

 
• How can the Scottish Government budget best be used to combat the effects of 

recession? 
 

From an economic development perspective, Scottish Government funds will be crucial in 
helping to combat the effects.   It is worth stressing that achieving the greatest impact with 
scarce resources requires up-to-date information on what the difficulties and opportunities 
facing businesses actually are.   That is why HIE sees its contact with a significant number of 
Highlands & Islands businesses across a range of sectors as very important.   From where we 
stand today, we believe that one of the best uses of public funds lies in supporting individual 

 



 

businesses to understand where they are, to plan how they can pursue growth and to execute 
the necessary investments, whether in capital or non-capital forms. 
 
The recent extension of the national Business Gateway service to the Highlands & Islands has 
been accomplished smoothly and responsibility now rests with the local authorities.   HIE has 
worked with the councils in the area to ensure effective handover and to establish a referral 
system for those start-up businesses with strong growth potential. 

 
• What are the likely effects of pressures on different areas of public spending? 
 

The pressures on public spending which the Committee’s question anticipates will undoubtedly 
arise in the next few years and a major challenge will be to ensure that funds remain available 
for those projects which will do most to stimulate economic growth for Scotland.   From HIE’s 
point of view, we are determined to continue to find efficiency savings in our operations and to 
plough these back into delivery of economic and community development. 
 
In the last two years, we have vigorously pursued shared services with other parts of the public 
sector in the area, including co-location of our local service delivery with those of local 
authorities.  Cowan House in Inverness now houses staff of VisitScotland, Skills Development 
Scotland and the Highland Employer Coalition alongside HIE staff, with our own numbers 
having been slimmed through decentralisation to locations outwith the city.   Noteworthy 
among these is the Data Centre in Benbecula which processes all HIE financial transactions 
and provides similar processing services for Skills Development Scotland. 

 
• What is known about the longer-term demands or cost pressures on different public 

service areas and budgets? 
 

Because of the nature of economic development programmes and projects (where rapid 
responses and unexpected delays are often the reality), the management of forward 
commitment is an area where HIE has had long experience.   For that reason, we invested 
heavily in recent years in a new management system to ensure that we have the best means 
of approving, implementing and monitoring the wide range of projects in which we are involved.    
We believe that this will allow us to deal effectively with the key task of prioritisation and 
making tough choices between competing demands for resources.    

 
• What are the priority areas for spending in future budgets and what flexibility is there to 

respond to these? 
 

Focussing on the GES aim of sustainable economic growth, HIE sees the priorities for 
spending as broadly two-fold:  implementing measures flexibly and at speed to deal with the 
effects of the recession;   and ensuring that strategic investments which will make the greatest 
difference in the longer-term continue to be made. Thus, while we are working closely with 
businesses to help them to deal with current difficulties, we are also planning further major 
investments in such sectors as renewable energy, life sciences and the University of the 
Highlands & Islands and in priority areas including the Western Isles and Caithness.   Our 
Operating Plan lists a number of Transformational Projects which we are pursuing – while not 
all of these will proceed, those that do have the capacity to embed long-term prosperity in their 
respective areas and sectors. 

 
Conclusion 
 
The current economic conditions are affecting development activity across the world and the 
Highlands & Islands are not immune.   HIE is working with businesses and communities to help 
them respond to difficult financial and market conditions.    The overall picture, area-by-area 
and sector-by-sector, is mixed and HIE will be happy to answer any questions which the 
Committee has on specific issues. 
 
The strategic objectives of GES are clearly-set and the Highlands & Islands remains an area 
whose recent economic progress provides a platform for further growth. Striking the best 
balance between immediate tactical actions and longer-term investments in the growth 

 



 

capacity of the region is the key challenge facing HIE and partner organisations across the 
area.   As a discretionary agency, HIE will be making strategic choices about where to commit 
resources to achieve the greatest impact. 
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