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SUBMISSION FROM HIGHLANDS AND ISLANDS ENTERPRISE 

Introduction 
 
Highlands and Islands Enterprise (HIE) is the economic and community development 
agency for an area covering more than half of Scotland’s land mass stretching from 
Shetland in the north to the southern tip of Argyll and including almost 100 inhabited 
islands.  In line with the Government Economic Strategy, HIE’s purpose is to 
generate sustainable economic growth in every part of the Highlands and Islands. 
 
Our vision is for the Highlands and Islands to be a highly successful and competitive 
region in which increasing numbers of people choose to live, work, study and invest.   
Achieving this will require a range of approaches and interventions by HIE, partner 
organisations and the businesses and communities across the region.  Importantly, 
we recognise that not all parts of the Highlands and Islands are the same.  As the 
attached map indicates, the region has a number of fragile areas and areas of 
employment deficit that have particular characteristics and require different 
responses.   
 
While the Highlands and Islands has to date suffered less than other parts of the 
country from the recession, it has not been unaffected.  The economic climate 
requires that we focus on short term needs and actions that will promote economic 
recovery. However we also invest to address regional challenges, such as that 
recently posed by the Strategic Defence Security Review and its impact on Moray, 
and to develop opportunities which have the potential over a longer period of time to 
underpin the region’s ongoing economic success. 
 
HIE organises its activities under four priorities: 
 
 Supporting businesses and social enterprises to shape and realise their growth 

aspirations 
 Strengthening communities and fragile areas 
 Developing key sectors, particularly distinctive regional opportunities 
 Creating the conditions for a competitive and low-carbon region 
 
In the comments which follow, we describe our activities under these priorities, how 
we have invested to deliver these priorities, and outline how we propose to take 
forward these priorities within the period of the Spending Review. 
 
Operating Plan priorities 
 
1. Supporting businesses and social enterprises to shape and realise their 
growth aspirations 
 
Ambitious businesses and social enterprises play a pivotal role in driving forward 
both the regional economy and economies across the Highlands and Islands.  HIE 
delivers support to significant and growth businesses and social enterprises largely 
through an account management model.  This enables us to forge deep and long-
lasting relationships with clients and target our intervention where it can have the 
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greatest impact on growth and productivity.  The key criteria for HIE engagement 
with businesses is not size, but growth potential.  This means that while we work with 
large multinationals, we equally support small businesses but with growth prospects.   
In 2010/11 we invested £15.8m to help 175 clients implement their growth plans and 
we now work with over 500 businesses and social enterprises across the region.   
 
In partnership with Scottish Development International, we helped 115 businesses 
develop international trade activity and, along with SDI and Scottish Chambers, we 
launched the Smart Exporter Programme. Many other businesses also benefited 
from support in areas such as leadership development, graduate placements, 
Scottish Manufacturing Advisory Service and innovation services.   
 
We also worked with a further 1,200 businesses and social enterprises which are not 
account managed to pursue wider strategic objectives, including sectoral 
development.  Support to these businesses included awareness raising of growth 
opportunities and supply chain networking events. 
 
Over the next three years, our focus will continue in these areas, with particular 
emphasis being given to supporting increased internationalisation of businesses,  
innovation, developing entrepreneurship, management and leadership, promoting 
low carbon opportunities and optimising the use of digital connectivity. 
 
2. Strengthening communities and fragile areas 
 
HIE’s approach recognises that strong communities contribute significantly to the 
delivery of sustainable economic growth, particularly in remote, sparsely-populated 
areas.  Assisting communities to grow and become stronger, more dynamic and 
sustainable is integral to the work of HIE and is aligned with the equity objectives of 
the Government Economic Strategy.  As with our work to support businesses and 
social enterprises, we have introduced an innovative account management model to 
maximise the growth potential of our communities through locally-employed 
development officers.   Forty six communities are now participating in this initiative. 
 
In 2010/11 we committed £7.5m to enable 29 of our account managed social 
enterprises to implement growth plans.  Projects supported include provision of 
strategic planning, marketing and workforce development advice to COPE Ltd, who 
provide employment and training opportunities through their trading subsidiaries to 
those furthest from the labour market in Shetland.  In Orkney we supported five 
island trusts to submit a successful Big Lottery funding application towards the cost 
of installing a community wind turbine.  The income generated will allow the 
community to implement many of the projects identified in its local development plan.     
 
We engaged the Social Enterprise Academy to deliver leadership training to over 
600 individuals throughout its three years of operation.  We funded Community 
Energy Scotland to help 30 communities develop renewable energy projects and our 
account managers helped 40 communities in fragile areas to plan for a sustainable 
future, focusing on delivering income streams.  Example of growth in account 
managed communities include a project in Helmsdale where partnership work with 
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local housing bodies resulted in the building of four new affordable houses– the first 
such investment in the village for around 30 years. 
 
Over the next three years our efforts will assist communities to maximise the benefits 
to be derived from renewable energy projects through direct ownership and creative 
partnerships with the private sector.  We will also support communities to invest their 
new sources of income in such things as further asset acquisition, addressing skills 
for young people, tacking fuel poverty and researching ways of adding value to 
locally generated energy. We will also work to maximise the benefits communities 
can derive from superfast broadband, including investigating new ways of delivering 
public services in remote areas. 
 
3. Developing key sectors, particularly distinctive regional opportunities 
 
A key component of HIE’s development work is the stimulation of the key sectors as 
set out in the Government Economic Strategy.  Our approach is built around 4 areas: 
 
 Supporting businesses and social enterprises, including strengthening indigenous 

supply chains 
 Specialist programmes and interventions to create the conditions for strong 

sectoral growth 
 Targeted inward investment, particularly in renewable energy, life sciences and 

business services 
 Influencing sectoral and public policy within Scotland, the UK and Europe 
 
In support of a number of our key sectors HIE is taking forward regionally significant 
investments which are designed to have a longer term transformational impact on 
the economy/sector.  For example: 
 
 In supporting renewable energy, we are investing in Arnish, the largest industrial 

site in the Outer Hebrides, Wind Towers Ltd in Machrihanish, the development of 
Scrabster Harbour in Caithness, the European Marine Energy Centre in Orkney, 
and new units at Hatston in Orkney for use by tidal developers. 

 In support of life sciences, in addition to the Centre for Health in Inverness, HIE is 
supporting the development of the Moray Life Science Centre in Elgin and the 
European Marine Science Park in Argyll to capitalise on the international centre 
of excellence in Marine Science and spin-off businesses at the Scottish 
Association for Marine Science. 

 In support to tourism, HIE is supporting the redevelopment of John O’Groats and 
the creation of high quality modern facilities, and major hotel upgrades in Kintyre. 

 In support of creative industries, HIE has provided financial support towards the 
creation of Mareel, a new creative industries centre in Lerwick and a new creative 
industries facility in Stornoway. 

 
Over the next three years we will continue to develop the significant opportunities in 
renewable energy.  The Highlands and Islands is well placed to be an international 
centre for marine renewables  with further investment anticipated in infrastructure, 
R&D, and supply chain development.  The region is also well placed to capitalise on 
emerging life science opportunities in particular in digital health care, while significant 
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business growth and inward investment opportunities also exist in sectors such as 
tourism, food and drink and business services. 
 
4. Creating the conditions for a competitive and low carbon region 
 
HIE is playing a leading role in developing the conditions which will enable the 
Highlands and Islands to fulfil its potential as a globally-competitive region with a 
thriving, low-carbon economy. 
 
Modern telecommunications, business premises, transport systems and further and 
higher education provision are essential components of a successful region and 
therefore are priority areas for our attention. 
 
Over the next three years we plan to take forward proposals for new businesses 
premises to meet the growing demand from indigenous and new businesses, and 
support the University of the Highlands and Islands in its further development.  
Central to this will be Inverness Campus.  This major infrastructure investment will 
bring together education, research, business and the community in a new world 
class location in the Highland Capital.  And we want the Highlands and Islands to be 
one of the most digitally connected regions in Europe. We have developed a road 
map to take the region from basic broadband and mobile services to the next 
generation of fixed and mobile telecoms.   Central to this is our superfast broadband 
project via BDUK which is being procured and will commence in the second half of 
2012. 
 
Budget Overview 
 
Following the budget statement, the projected position currently is as follows: 
 
 2012/13 2011/12 2011/12 
 Draft Actual Op Plan 
 Budget Budget Budget 
 £k £k £k 
 
Income 
Grant-in-aid 48,400 51,059 48,300 
Ring fenced DEL 12,700 12,697 12,697 
EU income 5,000 5,000 5,000 
Capital receipts 3,500 5,100 3,600 
Revenue receipts 6,000 6,000 5,700 
 
Total 75,600 79,856 75,297 
 
Expenditure 
Businesses & Soc Enterprises 10,000 10,000 10,000 
Strengthening Communities 7,500 7,500 7,500 
Developing Key Sectors 11,500 12,096 12,000 
Competitive Region 14,050 17,000 14,500 
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Development support 4,700 5,163 3,200 
 
Non-cash resource 12,700 12,697 12,697 
 
Operating costs 15,150 15,400 15,400 
 
Total 75,600 79,856 75,297 
 
The figures show the indicative shape of budget allocation at this stage.  Revision of 
the figures will take place as our Operating Plan is developed in light of the recent 
Spending Review out-turn and the pattern of commitment carried forward at the end 
of the financial year. 
 
The table also shows the 2011/12 budget from the current Operating Plan and the 
actual budget (at this point in the year) for comparison.  Income is slightly higher 
than originally projected due to additional capital grants from the Scottish 
Government towards the upgrade of Scrabster Harbour, and higher than expected 
levels of receipts from our investment portfolio. 
 
Conclusion 
 
The central challenge for an economic and community development agency – 
operating on a discretionary basis – is to make strategic choices about where to 
commit resources to achieve the greatest impact.  HIE continually seeks to strike a 
balance between seeking long-term returns and more immediate gains; and between 
pursuing opportunities in the more accessible parts of the area and addressing need 
in the fragile communities of the north and west. 
 
Challenging economic conditions continue to affect development activity across the 
Highlands and Islands and the impact of the reduction of the RAF presence in Moray 
and slow growth rates in key markets elsewhere in the UK and Eurozone are two 
most recent knock-on effects of recession in this region.  In response to these major 
obstacles to sustainable economic growth, HIE has aligned its efforts with the 
Government Economic Strategy and is focussed on building long-term growth in all 
parts of the area through its work with businesses, communities and public sector 
partners. 
 
In the coming three years HIE will devote additional resources towards efforts to: 
 

 increase internationalisation, helping businesses access new, growing 
markets across the globe,  

 lead on the provision of superfast broadband (and its exploitation by 
business and communities) and  

 support the growth of the renewable energy sector to maximise the benefit 
for businesses and communities in the long term. 

 
At the same time, working with other public sector partners, HIE will develop new 
and more efficient ways of operation, reducing running costs and maximising the 
available levels of investment for economic growth projects. 
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Highlands & Islands Enterprise 
17th October 2011 
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1. Financial summary by 

theme 

    

      

Highlands and 

Islands 

Enterprise                        

Budget line 

Planned 

Resource 

Allocation 

2012/13 

Baseline 

Budget 

2011/12 

Change 

£m 

Change 

% 

Explanation of 

policy changes 

  £'m £'m £'m %   

Business 

theme 1 

         

Transformationa

l 

22.8 23.2 -0.4   Significant 

transformational 

projects such as 

Campus, 

Scrabster Harbour 

& Lochboisdale 

enable strong 

transformation 

spend to continue 

Business 

Growth 

Investment 

15.2 15.4 -0.2   Business Growth 

remains 

constrained by 

reduced bank 

lending 

Business 

Support 

4.7 5.2 -0.5   Detailed review of 

factoring, legal 

and other support 

budgets enables 

decrease in spend 

Total for theme 42.8 43.8 -1.0 -2.4%   

           

Business 

theme 2 

         

EU funded 

projects 

5.0 5.0 0.0     
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Total for theme 5.0 5.0 0.0 0.0%   

           

Running the 

business 

         

Salary costs 10.1 10.1 0.0   Tight 

management of 

recruitment 

enables static 

salary costs 

Travel & 

Subsistence 

0.6 0.6 0.0   Updated T&S 

policy, tighter 

control of travel 

bookings  

Premises 1.8 1.9 -0.1   Increased saving 

from Co-location 

and sub-let of 

current HIE office 

space 

ICT costs 1.3 1.3 0.0     

General 

Administration 

1.0 1.2 -0.2   Efficiency savings 

delivered  

Staff training 

and health 

0.2 0.2 0.1   Lower recruitment 

costs resulting 

from recruitment 

freeze 

Total for 

running 

business 

15.2 15.4 -0.3 -1.7%   

Total cash 

investment 

62.9 64.2 -1.3 -2.0%   

Footnote      

2011/12 Budget has increased from the baseline detailed above as a result of £2.7m 

Scottish Government contribution towards Scrabster Harbour 

Change in total cash investment of £1.3m results from a reduction in income from 
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Property sales from 2011/12 levels 
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Baseline Budgets per 

Annual Operating Plan 

£'m £'m £'m £'m £'m £'m 

Highlands and Islands 

Enterprise 

2007/0

8 

2008/0

9* 

2009/1

0 

2010/1

1 

2011/1

2 

2012/1

3 

Scottish Government 

Funding (including non-

cash)  

105.2 76.3 73.1 68.6 61.1 61.1 

ERDF/ESF funding 8.0 5.0 5.0 5.0 5.0 5.0 

Income from disposal of 

property                                   

2.6 4.6 1.1 3.1 5.0 3.5 

Rental and other property 

income         

4.2 5.7 6.0 6.0 5.2 5.4 

Scottish Co-Investment 

Fund Income    

0.0 0.0 0.0 0.0 0.0 0.0 

Other (unspecified) 

business income    

0.2 0.3 0.2 0.3 0.6 0.6 

Total income 120.2 91.9 85.4 83.0 76.9 75.6 

Less non-cash 14.0 14.0 14.0 14.0 12.7 12.7 

Total cash   

(as per cash investment 

table 1 

106.2 77.9 71.4 69.0 64.2 62.9 

       

Footnote       

       

Scottish Government funding for 2011/12 is shown as baseline allocation, however 

this has increased during the financial year as a result of £2.7m Scottish  

Government contribution 

towards Scrabster Harbour 

      

 

4. Exceptional items      
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Breakdown of HIE Exceptional 

Items 

2007/0

8 

2008/0

9 

2009/1

0 

2010/1

1 

2011/1

2 

SCHRI 1.650 1.980 0.215     

Broadband  0.450 0.014     

Scottish Music futures fund 0.500      

Careers Int Symposium 2007 0.030      

Capital projects list 8.235   3.000   

SPAF 0.100      

LADER retention 0.119      

Sorolli Facilitation project 0.035      

Entrepreneurs in the public sector 

(contribution) 

-0.100      

Crofting Development    0.175    

Ordanance Survey (contribution)    -0.004    

Rural Petrol Stations   0.050 0.050    

Primary Schools Renewables 

initiative 

   0.030    

EMEC 0.752 2.215 1.809 1.267   

Crofting Community Development        

Business Gateway Marketing        

Scrabster Harbour     0.500 2.700 

            

Total 11.771 4.259 2.275 4.767 2.700 

  


