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Economy, Energy and Tourism Committee 
 

2nd Meeting, 2011 (Session 3), Wednesday, 19 January, 2011 
 

Enterprise network inquiry – written submission 
 
Background 

1. The Committee received the following written submissions relevant to this 
meeting, providing views on the review of enterprise networks: 
 

• Scottish Enterprise 
• Highlands and Islands Enterprise 

 
2. The submissions are attached in the annexe to this paper and Members are 
invited to take them into account in their deliberations when discussing this agenda 
item. 

 
Joanna Hardy 
Senior Assistant Clerk to the Committee 
January 2011 
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SUBMISSION FROM SCOTTISH ENTERPRISE 
 
INTRODUCTION 
 
Scotland has been emerging from recession but recovery remains fragile. Now, more 
than ever, Scotland needs a strong, coherent public sector focused on accelerating 
economic recovery and stimulating growth. Companies – and the sectors that they 
represent - are the engines of that growth, so we work with them both directly and by 
supporting the wider business environment. By helping business leaders to 
demonstrate the world class leadership, they can take their companies to the global 
marketplace, ready to compete at the highest level. Businesses have consistently 
said that they benefit from the help of Scottish Enterprise in realising their potential, 
meeting the challenges they face today and exploiting future opportunities.  
 
The ambition for the Scottish economy – increasing sustainable growth – is well 
understood. It is accepted that a joined up, systematic response is required so that 
investment is constantly stimulated across both the public sector and the private 
sector.  The public sector response has to come together behind common goals, in 
line with the Government’s Economic Strategy, to deliver shared outcomes, agreed 
locally and nationally across the public and private sector, all within a context of 
ever-tightening budgets. Scottish Enterprise, now as a focused but inclusive 
economic development agency, plays a vital role as one of the key catalysts in 
this.  
 
Scottish Enterprise is integral to Scotland’s economic performance having made a 
major contribution over many years. Our functions and role have evolved to reflect 
changing global and national economic circumstances.  Since 2007, we have moved 
from having a broad remit, covering many aspects of social and economic 
development, to being more focused, delivering significant projects and services, 
alongside others, throughout Scotland. Because we must act where our work has the 
greatest impact, we have set our sights on supporting global competitive 
advantage of Scotland’s companies, its sectors and the wider business 
environment. By delivering internationally, nationally and locally we are having a 
significant and positive impact on the livelihoods of the people of Scotland. For 
example, around 250,000 people1 are employed by the companies that we support 
most intensively. We listen to these customers and their satisfaction is high. 
Independent evaluation provides robust evidence that confirms our overall impact on 
the economy is similarly high.  
 
The reform of the Enterprise networks in 2007 aimed to achieve a greater clarity of 
purpose and SE is now a single national organisation delivering for Scotland with a 
budget of £280m and a remit more tightly defined on achieving disproportionate 
economic growth. Working in partnership with others across the public and private 
sector, we are helping to realise Scotland’s economic potential.  
 
We currently have around 1100 staff, over 80% of whom work directly with over 9000 
companies. These comprise around 450 working to support company growth, 
innovation and infrastructure (around half working on account management and 

                                                 
1  Approximately 15% of the total private sector employment in the SE area. 
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other direct company services).  Within this 80% there are a further 200 staff working 
with customers and partners to grow Scotland’s key sectors and on 
commercialisation opportunities, and another 200 staff in Scottish Development 
International working to support companies to internationalise and to attract 
new investment to Scotland.  Support functions (e.g. legal, finance and audit) are in 
place to free up front line staff up to spend more time with customers. This accounts 
for just over 20% of the workforce and this group includes staff who deliver 
partnership and network building activities such as the GlobalScot programme. 
 
In these challenging times, the economic situation would be far worse without 
focused public sector support and the prospects of sustained recovery are greater 
with it. This can be evidenced in our work with investment funds - while the last few 
years has seen a decline in the total level of equity investment in the UK, the market 
in Scotland experienced moderate growth, despite the financial crisis and 
independent evidence shows this to be largely as a result of SE's investment 
activities.  SE has supported a dramatic growth in the number of venture backed 
companies in Scotland, and Scotland has been the most active UK area for venture-
backed firms in recent years. Last year, for example, Scottish Enterprise invested 
£32m in 106 of Scotland's most promising companies alongside private sector 
investment of £68m for a total investment of £100m. 
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1. What impact has the rationalisation of the Enterprise Network and the 
abolition of the LECs had on the quality or effectiveness of the services 
delivered? 
 
The Enterprise Network rationalisation has had many positive effects, giving SE a 
renewed focus. It should be noted that Local Enterprise Companies were a 
“governance” structure: their “abolition” has removed what was felt to be their 
weakness (management overhead, bureaucracy, inconsistency and potential 
confusion for customers). Their strengths have most certainly been retained:  
 
• Scottish Enterprise continues to work closely with customers at the local level 

throughout Scotland.  At the core of our services to business is our Account 
Management process.  This is a tailored one-to-one service provided to those 
companies with the greatest capacity to grow.  We have been able to increase 
the number of account managers, improve and harmonise their training and, with 
the removal of LEC boundaries, reach more companies than ever before, 
supporting them to internationalise, innovate and improve efficiency. As a result 
of our support, these companies continue to grow and, even in the depths of the 
recession, our account management portfolio continued to meet challenging 
growth targets2. 

• With a single organisation structure staff are able to call upon support from 
anywhere in the organisation.  For instance, previously services that would only 
have been available to customers within a LEC boundary are now available to 
customers across Scotland regardless of their location.  

• Partnerships have been maintained and strengthened through our work at a 
policy level with the Strategic Forum and at an operational level with Community 
Planning Partnerships (in particular contributing alongside Local Authorities and 
other partners to Single Outcome Agreements). We regularly capture the views of 
our partners and stakeholders to ensure that we are working across the wider 
public sector to share information and resource to contribute to shared local, 
regional and national goals.  

• Joint working is becoming more straightforward and partners can now focus on 
their distinctive contributions by delivering what they do best as part of more 
joined up plans. For example, the development of the National Renewables 
Infrastructure Plan has required a new approach to collaboration with relevant 
local authorities and other public and private partners, which is helping major 
opportunities to be identified and developed where the assets lie across 
Scotland.  

 
Costs and bureaucracy have been reduced and decision making streamlined: 
 
• Between 2007 and 2010, on a ‘like for like’ basis, we have reduced senior staff 

from 115 to 73, (working towards a figure of 60 posts) saving an annual total of 
₤3.5m. We now run a very efficient organisation, having made significant 
improvements in recent years – but we are always seeking better ways to deliver 
services and reduce costs. 

                                                 
2In 2009/10 the forecast range for turnover growth for Account Managed companies was £300m to £600m.  The actual figure 
achieved was £376m. 
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• We are rationalising our approvals process and have improved our project 
appraisal and development.  

• Rationalisation of estate costs has delivered savings of £2m per annum since 
2007. 

• We make every effort to fully understand the difference that we make to the 
Scottish economy for every pound invested and our decisions are informed by 
this evidence. 

 
2. Has the transfer of activities, such as the Business Gateway service, to 
Local Authorities improved the delivery of services to local businesses and 
what evidence is there of this? 
 
SE recognises and welcomes the important role that local authorities play in 
economic development and regeneration.  Before, and since the reform, we have 
worked closely to align programmes and projects to achieve greater impact.    
 
SE and COSLA worked closely to successfully transfer the contracts for the delivery 
of the Business Gateway (BG) service to Local Authorities. Whilst it is very early in 
the process to assess overall impact, initial evidence from customer feedback and 
operational management information suggests that the service quality of delivering 
support to business start-ups has been maintained.  
 
There are formal management arrangements (including the Business Gateway 
Board) in place to assess this and we continue to work closely with COSLA and 
Local Authority partners to ensure we jointly identify those businesses that can make 
a disproportionate contribution to Scotland's economic growth and would benefit 
from access to the more intensive support available from SE to help them achieve 
this.   
 
The Business Gateway Board members; SE, COSLA, SLAED, Scottish 
Government and HIE meet regularly to review operations and work together on the 
development of approaches to address Scotland’s business start-up performance. 
SE continues to manage the delivery of the web-site and contact centre for both BG 
and SE customers and customer satisfaction is high. 
 
3. What has been the experience of businesses that are not account managed 
by SE/HIE since the 2007 reforms?  Are such companies finding it difficult to 
attract the support they need from the enterprise agencies and what evidence 
is there of this? 
 
The answer to this question must be divided into two parts. Firstly, there are a 
significant number of companies that SE supports that are not account managed – 
over 7,000 - and their experience has been very positive. Secondly, there is a group 
of companies that are less likely to benefit from the support directly available from 
SE, although they can access support from the Business Gateway (and Question 2 
addresses this) and services through partner organisations such as the Prince’s 
Scottish Youth Business Trust.  
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For companies that we work with directly, our focus is to help them to do things 
bigger, better and faster than they would have done without our help. Our 
interventions must be directed to where they can make most impact. 
 
This means we must focus our support on those companies that have the potential 
to grow disproportionately so that they contribute to improving Scotland’s economic 
growth rate, employ more staff (without displacing others) and develop local supply 
chains. Further, our support should add significant, additional value, as many 
companies can grow without public sector intervention.  Our appraisal system for 
projects ensures that we take these criteria into account. 
 
Research has shown3 that it is a relatively small number of companies that make this 
disproportionate contribution to economic growth and job creation (see diagram4). 

For Scotland this means, 
that, at any given time, there 
are around 14,000 
businesses that are of 
sufficient size and scale to 
make the economic impact 
required.  
 
In 2009/10 we directly 
supported approximately 
9000 companies (support 
and locations in Annex 1).  
 
Of these, around 2100 were 
supported through account 
management. 
 
There are a number of 
services that are available to 

all companies who will benefit from them and for these there is no distinction made 
between account and non-account managed businesses.  These were delivered to 
over 7000 companies in 2008/9 and range from business efficiency support e.g. 
Scottish Manufacturing Advisory Service (SMAS) to innovation support services e.g. 
‘Winning through Innovation Programme; to support that is dedicated to specific 
sectors, such as the development of “destination management organisations” in 
tourism, for example the St Andrew’s Partnership, to support for companies to 
internationalise; from Co-operative Development Scotland to the Equity Investment 
Funds (Scottish Venture Fund, Scottish Co-investment Fund, Scottish Seed Fund), 
which will now be hosted by the Scottish Investment Bank jointly developed by SE, 
HIE and the Scottish Government.   
 
We also deliver to a far wider group of non-account managed companies 
indirectly through our partnerships with key organisations such as Local 
Authorities, the Business Gateway, Skills Development Scotland and Prince’s 
                                                 
3 For example, “The Vital 6%”, NESTA, October 2009 
4  SME definition – Turnover of £1m to £2m and <250 employees.  High Growth firms definition – Turnover growth of            

60%+ over 3 years. 
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Scottish Youth Business Trust.  A good example of this joint working is the Smart 
Exporter Programme, developed with the Scottish Chambers of Commerce which 
will target 8,000-10,000 companies to help them enter international markets that they 
would not have been able to do by themselves.  

The map to the right shows the total number of 
companies supported across Scotland 
(directly by SE) during 2009/10.                                   

We subject our services to rigorous evaluation 
and seek customer feedback to ensure their 
continued efficacy and impact.  We have in 
place a regular customer research programme 
and this is used to identify areas of need for 
new services. In 2009/10 we asked for 
feedback from over 1,500 existing and 
potential customers, and when asked which 
organisation they would be likely to contact for 
help, support or advice for their business 
almost all (99%) account managed and two-
thirds (68%) of potential customers responded 
Scottish Enterprise. 

The results of this research are used to inform 
product and service development.  For 
example, a review of our leadership 
development service led us to introduce a new 
introductory product designed to reach a wider number of companies, while 
signposting those who could benefit from further support to a higher level 
programme. Also recognising the importance of the low carbon economy we have 
recently consulted with a wide range of companies to understand their motivations 
and perceptions in relation to reducing carbon emissions. These findings will directly 
inform the development of our services in this area. 
 
4. How joined up are the various agencies that are now charged with economic 
recovery?  Are there examples of successful partnerships working between, 
for example, SE or HIE and Local Authorities?  How has the establishment of 
the strategic forum assisted in this regard? 
 
There has been significant progress in joint working across organisations that can 
best contribute to economic recovery; however, we acknowledge that this can 
always be improved. Formal mechanisms have been established at a national level, 
notably the Strategic Forum (comprising Government bodies5) and the Strategic 
Group for Sustainable Economic Growth (which is the Forum members plus local 
government representatives from COSLA, SLAED and SOLACE). These groups 
have provided key input to the development of the formal Economic Recovery Plans 
and are now actively working to join up their business plans. Beyond this there has 

                                                 
5 Strategic Forum partners include Scottish Government, Scottish Enterprise, Highlands and Islands Enterprise, VisitScotland, 
Scottish Funding Council, Skills Development Scotland  
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been a wide range of formal and informal partnership working to join up the actions 
of the various organisations.  
 
An example of the high level strategic and operational alignment being achieved by 
partners through the Strategic Forum is in Scotland’s Food & Drink sector. SE 
provided funding to the industry body, Scotland Food & Drink, and facilitated the 
preparation of a new strategy for the sector. Each partner identified where it could 
maximise its contribution to the overall strategy for the sector with a strategy 
implementation plan now under development. In the past, such a plan may have 
been characterised by partners contributing pro-rata to joint projects: this has shifted 
to each partner making their own distinctive contribution to an overall shared plan 
based on its own core competencies. This both reduces transaction costs and 
increases impact. Key projects underway include the development of the Scottish 
Food and Drink Skills Academy and the Scottish Food and Health Innovation project. 
Similar approaches are being developed for all sectors that would benefit from such 
alignment. 
 
At a local level, we work with local authorities and other partners to deliver projects. 
Some local authority joint working examples include: the Clyde Waterfront 
Partnership with Glasgow City, Renfrewshire and West Dunbartonshire Councils. 
Destination Loch Lomond with West Dunbartonshire and Argyll and Bute Councils, 
Alba Innovation Centre with West Lothian Council, the Digital Media Quarter with 
Glasgow City Council, Destination Edinburgh (including EICC) with Edinburgh 
City Council, Energetica with Aberdeen City and Aberdeenshire Councils, Loch 
Ryan Gateway with Dumfries and Galloway Council and 7 Stanes Mountain Biking 
with the Forestry Commission and Scottish Borders and Dumfries and Galloway 
Councils. 
 
5. What distinctive contribution has been made by HIE as a result of its 
social/strengthening communities remit? Should the same obligation be 
applied to SE? 
 
The primary driver of HIE’s strengthening communities remit is the fragile nature of 
remote communities.  The dispersed population, particularly in the deep rural areas 
and the island communities, creates a relatively large number of individual 
economies that are beyond manageable commuting distance from each other.  The 
SE area, in contrast, is dominated by a small number of highly inter-connected 
regional economies, with well-developed commuting patterns, although some rural 
areas in SE, for example in Dumfries and Galloway and the Borders, do face  some 
challenges similar to those in  parts of HIE. 
In the SE area, we have found we can best advance regional equity by working to 
ensure that all communities, both urban and rural, can access the opportunities 
available in the wider economy. Whilst SE does not have the same remit as HIE it 
can assist community initiatives and actions which have the potential to realise 
regional or national economic impact. In addition, the Local Authorities in the SE 
area have the power to work with rural communities, which they do, for example, 
through the LEADER programme.  
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As part of the core remit, SE works with a range of businesses across rural Scotland 
and our distinctive rural approach focuses on identifying opportunities within the key 
sectors where a rural area and its businesses can make a greater contribution to 
Scottish economic growth. For example we support forestry in Dumfries & 
Galloway, textiles in the Scottish Borders and fishing in the North East. Our 
work with key tourism destinations includes both the Cairngorms and the Loch 
Lomond & Trossachs National Parks and we are currently supporting activity 
tourism, e.g. mountain biking, in many of our rural areas including Borders, Dumfries 
& Galloway, Perthshire and the Trossachs.    
 
We also identify and assist in addressing location specific performance issues for 
companies in rural areas, through programmes such as the Rural Leadership 
Programme and Planning to Succeed.  The Planning to Succeed programme supports agricultural, tourism 
and sea fish related businesses across rural Scotland. Rural Leadership participants also come from a wide range of 
agricultural and service related businesses from throughout the SE area. 
 
6. Have COSLA and SE been able to agree on what constitutes local vs 
national regeneration?  Are Local Authorities maintaining levels of local 
regeneration activities?  What benefits have accrued from the transfer of local 
regeneration activities to Local Authorities?  What has been the impact on 
regional regeneration projects?  Have any regeneration projects failed or been 
cancelled as a consequence of this transfer of responsibilities? 
 
SE and COSLA jointly assessed existing regeneration projects at the time of the 
restructure and determined which projects were national, regional and local.  This 
identified that around £12.5m was previously being spent by SE on local 
regeneration projects.  It was therefore agreed that SE would retain the funding for 
and lead role in committed projects until those commitments were discharged, with 
the balance of funding up to the £12.5m level being transferred via the government 
to Local Authorities.  
 
In addition, a further £12.5m per annum was allocated to support Urban 
Regeneration Companies (URCs). This supplements the support already in place 
from the Scottish Government, and Local Authorities. 
 
SE’s commitment to regeneration projects is based on their contribution to 
economic growth (while recognising the fact that, by their very nature, regeneration 
projects address areas with multiple challenges to generate that growth).  As such, 
SE’s principal focus is on projects that hold the greatest prospect of making an 
additional impact to the overall Scottish economy. Such projects include: the 
Edinburgh Bio-Quarter, Clyde Waterfront, Fife Energy Park, Dundee Waterfront and 
Energetica in Aberdeen. Whilst it is perhaps too early to assess the overall impact of 
the changes to this area of work, there is a broad spread of activity which 
successfully combines regeneration and growth objectives. Further, changes in 
market conditions make it unrealistic to draw a specific comparison between current 
investment levels and those of the past.  
 
7. The Cabinet Secretary envisaged that Regional Advisory Boards would 
provide a link between local, regional and national delivery. How is this 
working in practice and what links have been provided?  
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The five Regional Advisory Boards (RABs) were established to advise Scottish 
Enterprise on the best way to maximise the region’s contribution to economic growth.  
The boards are majority private sector6 and have attracted high calibre individuals 
who have made significant time commitments and are unpaid for the role. 
 
With a clear advisory remit, the RABs do provide a clear link between local, regional 
and national delivery.  The nature of activity reflects local circumstances but typically 
the RAB will advise on the early stage development of projects, champion initiatives, 
act as ambassadors/advocates for the area (e.g. for inward investment inquiries) and 
input into the development of future priorities. 
 
The RABs have been structured to facilitate links between the local, regional 
and national levels.  There is both Local Authority and Higher/Further Education 
representation on each RAB, creating links at the local and regional level, and there 
is an SE board member on each RAB to create an explicit link to the national 
agenda. An informal 'forum' has been established to bring forum members together 
to further enhance this joined up approach.  
 
RAB members sit on a variety of other bodies, at all levels, which further strengthens 
these links.  Examples of these are industry advisory groups, regional transport 
partnerships, Urban Regeneration Companies and project boards.   
 
8. What advantages has the establishment of Skills Development Scotland 
brought in terms of the delivery of the skills agenda and have there been any 
difficulties? 
 
The establishment of SDS has provided greater focus and clarity of roles in the 
delivery of skills support across Scotland. SE retains a particular focus on areas 
such as organisational development and leadership and we work closely with SDS to 
support businesses to overcome these skills barriers to growth. We share 
approaches to Scotland's key sectors to ensure that the specific skills 
opportunities and challenges are addressed. An example of joint working 
includes establishing a joint Task Force in response to the recession, along with the 
Scottish Government and others, to co-ordinate efforts to minimise job losses and 
retain skills in the Scottish labour market.   
 
9. How will services be protected in light of any planned further restructuring 
exercises within SE and/or HIE? 
 
With public sector expenditure under significant pressure in the foreseeable future 
we will continue to prioritise our investment. We will focus our work where it makes 
the greatest difference and biggest impact on the economy. We have proven that we 
can increase internal efficiency to maximise resources and will continue to do so.      
 
10. Could the Scottish Government’s economic aims be achieved in a different 
way? Are there more successful or efficient models of delivery in other parts 
of the world? 

                                                 
6 Each board has 12-18 members, of whom two thirds are from the private sector. 

9 
 



 

 
The analysis of the Scottish economy and its future prospects are well set out in the 
Government’s Economic Strategy. This builds on the insights provided by previous 
national-level strategies. The determinants of growth (a country's population, the 
participation of that population in the workforce and their productivity) are well 
understood. Scotland's principal challenge is to address the productivity gap with 
many of its competitors. This is mainly caused by low levels of investment, a less 
skilled and enterprising workforce and lower levels of innovation.  Experience from 
across the globe suggests that this requires some form of state-assisted intervention, 
at 'arms length' from government.  
 
There are two principles worth elaborating.  
 

• Firstly, Scotland will only grow if it exploits its global comparative advantage. 
This requires a delivery model that can seamlessly work locally, nationally and 
internationally. 

• Secondly, effective support for economic development needs to respond 
to the country’s economic geography. Scotland’s assets – whether that is 
growing companies, key sectors or major infrastructure - are dynamic and not 
“evenly” distributed throughout Scotland. So, economic development support 
needs to be able to respond to this in a flexible way.  

 
Delivery models vary from country to country, both in terms of scope and 
governance, and it is unlikely that there is a perfect model. The model adopted in 
Scotland has evolved in response to our economic circumstances and we 
strive for excellence in our activities and learn from the best practice of others. 
For instance our refreshed approach to Commercialisation was built upon evidence 
from the United States. The Scottish Manufacturing Advisory Service (SMAS) has is 
origins in the UK model – however we developed the model further to include greater 
integration with other services.   
 
Recent evidence7 highlights some best practice characteristics for delivering 
economic development. These include having a clear strategy, having professional 
economic development staff, having a culture of collaboration and partnership and a 
focus on creating a strong business environment and promoting R&D and 
innovation.   
 
Where possible, we aim to benchmark ourselves against similar agencies. For 
example NESTA research recognises SE’s Scottish Co-investment Fund as the most 
significant in UK regions in leveraging private sector funds.  SDI is regularly 
assessed against others and was ranked 6th out of over 210 Inward Investment 
Agencies by the World Bank in 2009 (1st in UK).  In 2010 Scotland was voted 8th 
best region in Europe out of 142 by the Financial Times in their FDI awards.  
 
11. Could services be delivered as effectively, with greater efficiency, by a 
single agency or some other structure with increased shared services etc? 
Conversely, are a single economic strategy and the SE account management 
model suitable for both Scotland and the Highlands and Islands? 
                                                 
7 Such as the Independent Review of Economic Policy (2009) carried out in Northern Ireland for DETI and Invest NI. 
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As stated above, there is no single perfect delivery model for economic 
development.  Of far greater importance is that each organisation involved is 
contributing to a shared outcome. 

We work closely with HIE, developing business plans in close collaboration 
and sharing research.  We collaborate on some specific programmes that are pan-
Scotland in nature, such as SDI, SMAS, and Investment Funds.  These pan-
Scotland programmes accounted for approximately 46% of SE’s operational 
expenditure in 2009/10 including RSA and SMART for which SE has management 
responsibility. 

We fully support a shared service approach. From April 2010 we have operated, 
with SDS, a shared service for IT services, resulting in £2 million of annual savings 
for each organisation and totalling £20 million of savings for the public sector budget. 
We are committed to expanding this approach with other partners. 
 
12. What should be the role for a publicly-funded enterprise network, what 
activities should it be expected to deliver and what resource are required? 
Alternatively, what alternative exists to the current model in Scotland and what 
benefits would this have? 
 
The principle role for a publicly funded enterprise network is to contribute to 
sustainable economic growth by addressing market failures and breaking down the 
barriers preventing private enterprise from achieving its potential for global 
competitive advantage. 
 
SE’s business plan identifies the improvement of private sector productivity, and 
hence competitiveness in the global market, as its key contribution to the 
Government Economic Strategy.  We do this through a variety of interventions at the 
company, sector and overall business environment level. 
 
Most western economies have economic development agencies or undertake a 
range of economic development activities and each is set up to suit their economic 
and political structures. Should Scotland not support such activities then we would 
be at a competitive disadvantage, not only in attracting inward investment but in 
helping our indigenous industrial base compete in global markets.  
 
13. Do the Enterprise Agencies’ methodologies for calculating the return on 
investment bear scrutiny?  What activities have been identified as delivering 
most return on investment? 
 
To understand our impacts we carry out an ongoing programme of evaluation and 
appraisal to measure our contribution to National Performance Framework measures 
such as GVA, employment and R&D expenditure. This allows us to assess our 
return on investment.  
 
Our methodologies bear scrutiny as evaluations are commissioned from and 
delivered by independent consultants (e.g. SQW, DTZ Peida and EKOS) using an 
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agreed, robust and consistent methodology that follows HM Treasury Green Book 
principles. Also, Scottish Government economists are included on the steering panel 
of major evaluations. This all ensures we follow a best practice approach. 
 
We use a number of methodologies to assess impacts, including econometric 
analysis of official datasets, surveying the customers we work with and developing 
in-depth case studies. Our evaluations of Account Management and Scottish 
Development International are recent examples where we have used these 
complementary methodologies. 
 
We constantly review our evidence base to highlight any gaps, and our 
forward programme of evaluation ensures we have up-to-date evidence across 
our major areas of spend. We also ensure this evidence is used in policy 
development and to help us prioritise investment. 
 
All of our evaluations are published and are publicly available on our Evaluations 
Online website, further supporting a culture of openness and transparency.  
 
Measuring GVA impacts enables us to identify the activities that deliver the most 
return on investment. However, the timing of impacts is an important consideration. 
Our evidence suggests that: 
  
• projects that assist companies to be more efficient and focus on strategy, 

organisational and leadership development and enter new markets tend to result 
in significant impacts over the shorter term. 

• business infrastructure, investment fund and inward investment activity tend to 
deliver significant impact over the medium to longer term 

• R&D support tends to deliver significant impacts over the longer term – although 
by their nature are more risky. 

 
Effective economic development requires a holistic, integrated approach. For 
example, businesses may need to secure investment funding AND secure new 
international markets, or the commercialisation of ideas in a particular sector ALSO 
may require dedicated business support to help new companies grow. 
 
Scottish Enterprise 
3 September 201
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Annex 1 
 

Account Managed Companies – 09/10 
  

Aberdee
n City & 

Shire 

East of 
Scotlan

d 
South of 
Scotland Tayside 

West of 
Scotlan

d 
HIE TOTAL 

Account Managed – Growth 281 480 109 154 789 - 1,813 
Account Managed - Important to 
Economy 29 94 54 30 151 - 358 

Account Managed Companies – 
TOTAL  310 574 163 184 940 - 2,171 

        
Services delivered to Non-Account 
Managed Companies 09/10        
Growth Prospects 47 78 46 15 108  294 
Business Gateway Growth Pipeline 89 316 61 65 402  933 
SMAS 14 35 6 11 44 15 125 
Support for Key Sectors 338 1,265 116 59 163  1,941 
Business Mentoring 91 217 23 39 249  619 
Business Research Services (delivered 
by EFRS) 146 382 78 99 633 12 1,350 
Rural Programme 80 53 121 41 55  350 
PSYBT 37 234 39 31 307 51 699 
Innovation Services 55 185 198 59 241  738 
Investments  9  1 13  23 
Market Development 90 107 20 34 112 100 463 
Regional Selective Assistance 1 7 3 3 26  40 

Total 988 2,888 711 457 2,353 178 7575 * 
        

*may include instances of multiple delivery to single companies estimated at around 5% of total number. This means that the non- 
account managed companies assisted may be slightly overstated.  
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SUBMISSION FROM HIGHLANDS AND ISLANDS ENTERPRISE 
 
1. Highlands and Islands Enterprise (HIE) is the economic and community 
development agency for an area covering over half of Scotland’s land mass – 
including almost 100 inhabited islands.  The region stretches from Shetland in 
the north to the southern tip of Argyll, a distance equivalent to that from 
Edinburgh to Brussels.  In line with the Government Economic Strategy 
(GES), HIE’s purpose is to generate sustainable economic growth in every 
part of the area. 
 
Progress and challenges 
 
2. Since the mid-1960s the economic fortunes of the Highlands and Islands 
have turned round remarkably, following a century or more of decline.  Many 
factors contributed to the recovery process, including the work of HIE and its 
predecessor, the Highlands and Islands Development Board (HIDB), 
government support for rural areas generally, the economic boost provided by 
the exploitation of North Sea Oil and, by no means least, a change in the way 
in which people viewed the attractiveness of the area as one in which to live 
and work.  The clearest picture of how dramatic the change has been comes 
from the growth of population and jobs in the last 40 years.  The population of 
the Highlands and Islands has grown by around 20%, while during the same 
period the number at work has gone up by nearly 50%.  
 
3. There are a number of very important lessons to be learned from the 
progress achieved.  These are vital if we are to maintain the momentum of 
that success. 
 
4. The importance of a strategic approach to development is clear – a number 
of regional weaknesses have been tackled, notably in the improvement of all 
forms of infrastructure.  Geographical targeting of effort has also been 
important, with HIE and the local authorities giving particular attention to the 
needs of the most remote and fragile communities.  Key to that approach has 
been the integration of effort across economic, skills, community and 
environmental activities, enabling the needs and opportunities of local 
economies to be addressed in the round.  Perhaps the most significant 
lesson, however, lies in the importance of applying development measures 
consistently over a long period of time – the many bodies and individuals 
involved have had a generally-shared view of how to turn round the area's 
fortunes. 
 
5. Notwithstanding this progress, the Highlands and Islands still face difficult 
economic and community development challenges.  Not all parts of the region 
have benefited from the positive trends referred to above.  Sparsity of 
population, physical remoteness, inhospitable terrain and many water 
crossings combine to produce a number of local economies characterised by 
narrow employment bases, seasonal unemployment and underemployment 
and low household incomes.  These challenges are particularly acute in two 
types of priority area recognised by HIE:  Fragile Areas and Areas of 
Employment Deficit (see Appendix I).  The former – largely remote island and 
mainland communities – include around 13% of the total population and 
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continue to suffer from population loss in combination with other aspects of 
fragility.  The latter are those facing, or potentially facing, a significant 
shortage of employment opportunities as a result of closure and/or structural 
change within their most important sectors. 
 
6. The nature of these challenges and identification of appropriate solutions 
require an understanding of what works in sparsely-populated areas and can 
yield improvements that are sustainable without continuous support.  Both the 
opportunities and the challenges provide the context for advancing 
sustainable economic growth in the Highlands and Islands.  That’s why the 
extensive range of interventions available to HIE, including those directly 
associated with our Strengthening Communities remit, are essential to the 
progress of the region.   
 
7. As an agency which has been working in the Highlands and Islands for 
nearly 45 years, HIE has always tried to learn lessons from rural development 
worldwide and to build its approach around a number of distinctive strengths: 
 

• a deep and shared knowledge of how the area functions economically 
• a breadth of remit which enables us to develop a wide range of 

solutions 
• a focus on action to pursue opportunities and tackle problems 
• a closeness to the people, businesses and communities we serve 
• a demonstrable record of having assisted the turnround of the area’s 

fortunes 
• a passion to see the area achieve its full potential as a competitive 

region. 
 
8. These sit at the heart of what makes HIE an internationally-respected 
regional development agency. 
 
Key questions 
 
Value of recent reforms 
 
Q1. What impact has the rationalisation of the enterprise network and the 
abolition of the LECs had on the quality or effectiveness of the services 
delivered? 
 
A1. Rationalisation alongside the adoption of the GES and the National 
Performance Framework has redefined HIE’s remit and has helped HIE 
prioritise effectively.  Our efforts and resources are deployed in a more 
strategic manner, focussed on addressing the challenges and opportunities 
the region faces under four areas: 

 
• Supporting growth businesses, so raising regional and local growth 

rates; 
• Developing our key sectors; 
• Strengthening communities, especially in the fragile parts of the area; 
• Creating the infrastructure and conditions to improve regional 

competitiveness. 
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Removal of the bureaucracy associated with servicing LEC Boards has 
freed up senior management time to focus on delivering projects and has 
helped make HIE a more unified organisation, better placed to weigh up 
the merits of competing projects in different parts of the region. 
 
Contact with the local business community, one of the real strengths of the 
LECs, has been revitalised through the establishment of Local Area 
Panels in all parts of the region.  These panels provide opportunities for 
senior HIE staff to meet with key local businesses and community 
organisations to share information and ideas, discuss local issues and 
identify potential future projects. 
 

Q2. Has the transfer of activities, such as the Business Gateway service, to 
local authorities improved the delivery of services to local businesses and 
what evidence is there of this? 
 
A2. Business Gateway is still in its infancy in the Highlands and Islands, 
having been established by HIE in 2008/09 and transferred to the local 
authorities the following year.  It operates differently here as it is delivered 
directly by local authority staff.  HIE has maintained a close working 
relationship with Business Gateway colleagues right across the region and 
contributes directly to its development, recognising the distinct challenges 
businesses face in this part of the country.  While formal structures are in 
place to ensure a regular flow of information between the two organisations, 
informal links are also strong, particularly in those areas where HIE and 
Business Gateway staff share premises and associated services. 

 
Q3. What has been the experience of businesses that are not account-
managed by Scottish Enterprise/Highlands and Islands Enterprise since the 
2007 reforms? Are such companies finding it difficult to attract the support 
they need from the enterprise agencies and what evidence is there of this? 
 
A3. HIE supports business and community growth in the Highlands and 
Islands in a number of ways.  In addition to working with account managed 
businesses we account manage social enterprises and whole communities 
(Community Account Management) – as well as providing direct assistance to 
non-account managed businesses and social enterprises, in our priority 
areas.  HIE also offers a range of one-to-many programmes which are open 
to all, such as renewable energy supply chain events, virtual conferences, 
and the MIT Entrepreneurs Growth Programme, and provides specific 
sectoral support through bodies such as Scotland Food and Drink and our 
Creative Industries Development Programme to name but two examples. 

 
The criteria HIE adopt for account management include evidence of a 
capacity and desire to grow, alongside a need for HIE’s support to realise that 
growth.  Businesses whose circumstances or ambitions change may 
therefore join or leave HIE’s list of account managed businesses.  There is a 
distinct area dimension to HIE’s approach – we work closely with businesses 
in every individual economy across the region, with businesses showing 
growth potential and those of local significance.  This means that in addition 
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to working with nationally significant businesses in the more populous parts of 
the region we also work with businesses whose ambitions are more modest 
(but still locally important) for example, in remote parts of the Outer Hebrides.  
Over the next two years we expect to build our portfolio of account managed 
businesses to around 500. 

 
In addition to account managing businesses within the region, HIE adopts this 
approach in its engagement with social enterprises and whole communities.  
Around 100 social enterprises with the capacity and desire to grow will be 
supported by HIE to deliver a whole range of outcomes for the communities 
within which they operate, and we are working towards establishing account 
management relationships with 42 communities in the most fragile parts of 
the region.  Working through an anchor community body we are using this 
route to help communities develop and implement ambitious plans to improve 
quality of life and prosperity levels.  Appendix II demonstrates graphically the 
extent to which HIE support is spread across the region.  Adopting this 
tailored approach to economic and community development ensures that 
public sector investment can reach, and benefit, even the most remote parts 
of the country. We also provide support on a one-to-many basis and facilitate 
and encourage networking and collaboration across the key sectors.   For 
example, working in partnership with VisitScotland and Scottish Enterprise, 
HIE has helped establish Tourism Intelligence Scotland.  This initiative 
provides businesses with market intelligence, helping identify opportunities for 
growth and investment priorities for businesses and the public sector. 

 
In all our support for businesses we seek to provide the best service and 
solutions, introducing partners where their intervention is more appropriate to 
the needs of the business. 
 
Q4. How joined up are the various agencies that are now charged with 
supporting economic recovery? Are there examples of successful partnership 
working between, for example, SE or HIE and local authorities? How has the 
establishment of the strategic forum assisted in this regard? 
 
A4. The Strategic Forum brings together all the government’s key agencies to 
discuss challenging issues and agree a common approach.  HIE is a 
committed partner and has been determined since the forum’s foundation to 
contribute to its success. It has a central role in prioritising efforts and is the 
main channel for strategic advice from government to NDPBs.  In responding 
to the impact of the recession the Strategic Forum led the development of 
Scotland’s Economic Recovery Plan, ensuring common understanding of the 
problems Scotland was facing and a shared view of the interventions 
necessary to support a return to growth. 

 
HIE and SE have a long history of close co-operation and joint working.  Key 
staff know each other well and regularly discuss shared challenges.  Strategic 
collaboration between the two agencies has led to the production of the 
National Renewables Infrastructure Plan and joint involvement in the 
development of new organisations and initiatives such as Scotland Food and 
Drink, and Tourism Intelligence Scotland.  We have also worked closely with 
SE (and Orkney Islands Council, the Scottish Government and the Carbon 
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Trust) on the development of the European Marine Energy Centre in Orkney, 
and collaboration with SE through our joint venture, Scottish Development 
International (SDI), to help attract major inward investments, such as 
renewable energy manufacturer Skykon to Argyll.  In addition to these major 
strategic engagements, existing programmes and tools – such as the Scottish 
Manufacturing Advisory Service (SMAS) – developed by partner agencies are 
actively promoted as business solutions in the Highlands and Islands.  
Currently, HIE, SE and the Scottish Government are working together on 
developing the Scottish Investment Bank and Scottish Loan Fund. 

 
Within the region, the Convention of the Highlands and Islands (CoHI) brings 
together all the key bodies involved in delivering public services and 
implementing government policy.  This forum helps develop regional 
consensus around important issues such as transport, renewable energy and 
broadband.  HIE’s breadth of remit and geographic coverage makes it well 
placed to offer regional leadership on addressing these challenges.  CoHI 
improves joint working and speeds up policy implementation at all levels – an 
invaluable opportunity to meet and discuss local and regional issues with 
senior politicians. 

 
HIE has also established and developed partnerships with other bodies to 
deliver new projects across the region.  For example, the recently launched 
HI Grads scheme marries up talented graduates with growing businesses and 
social enterprises and helps facilitate the transfer of knowledge from 
academia to the wider economy.  This HIE-led scheme is part funded by the 
Scottish Funding Council, Skills Development Scotland and the Technology 
Strategy Board, in addition to European Structural funds.  In addition, the 
development of Higher Education is of central importance to this region and 
therefore major investments such as Inverness Campus require highly 
effective close working relationships with key partners such as the 
prospective University of the Highlands and Islands, Inverness College, 
Scottish Funding Council, Scottish Agricultural College, and others. 

 
At the local level HIE contributes to the development of Single Outcome 
Agreements (SOAs) with each of the seven local authorities which operate 
across the region.  Our understanding of the GES and bold aspirations for 
every part of the region are reflected in the content of these documents, and a 
key part of our role involves ensuring that these aspirations are delivered.  In 
the Outer Hebrides we have worked closely with the local authority and the 
Scottish Government to maximise the impact of the Road Equivalent Tariff 
pilot programme, raising awareness and supporting businesses to capitalise 
on the growth opportunity presented by lower transport costs.  The challenges 
in South Kintyre have been addressed through joint working involving HIE, 
SE, the Scottish Government and Argyll and Bute Council resulting in the 
arrival of a major inward investor (Skykon) and significant enhancement of the 
local tourism offering through Kintyre Development Company’s upgrading of 
two hotels around Campbeltown. 

 
HIE has also worked with the Scottish Chambers of Commerce to develop a 
business mentoring programme, capitalising on skills within the local 
economy to help businesses grow. 
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Q5. What distinctive contribution has been made by HIE as a result of its 
social/strengthening communities remit? Should the same obligation be 
applied to SE? 
 
A5. HIE’s Strengthening Communities remit is an absolutely integral part of its 
approach to stimulating growth. In rural areas, it is virtually  impossible to 
make an economic intervention that does not impact on the social fabric and 
vice versa. HIE’s experience over decades clearly demonstrates that social 
interventions are often the most effective way of underpinning and stimulating 
economic growth.  It is necessary, therefore, to regard HIE’s remit as a single, 
fully integrated social-and-economic remit rather than as two separate, 
parallel social and economic remits. 

 
In rural and remote areas, where the public sector is stretched to provide 
equable levels of services and where the private sector is reluctant to operate 
because of marginality, it is often the community itself that is animated to 
provide the services that it values and which offer the quality of life that holds 
population in individual localities. The energy, tenacity and capability of 
communities involved in – and leading – their own development processes 
are powerful drivers of growth. HIE’s Strengthening Communities role enables 
the agency to be intimately involved in prompting, nurturing, and sustaining 
this growth.  The golden aspiration of growth is that it be both shared and 
sustainable.  This area of HIE’s activity is a key contributor to meeting that 
aspiration. 

 
This dual remit provides HIE with a route to the heart of the communities it 
serves (see Appendix II).  Having such a deep and sustained engagement 
acts as a conduit for new ideas, helping bring to the surface issues and 
challenges of particular importance to communities.  Developments such as 
the establishment of the Community Land Unit, Community Energy Scotland, 
Commun na Gaidhlig and the Screen Machine touring cinema have emerged 
as solutions to challenges articulated by Highlands and Islands communities. 

 
In addition to fostering growth through community land ownership, community 
energy projects, arts, culture and Gaelic language, HIE also supports social 
enterprises helping to support individuals furthest from the labour market.  
Many of HIE’s account managed social enterprises have a dual function, 
pursuing a social purpose and simultaneously providing access to the 
workplace for those who are disadvantaged. The HIE account managed 
Golspie Recycling Action Project (GREAN), for example, now provides an 
extensive kerbside recycling service for East Sutherland and employs 20 full-
time workers, many of whom have experienced barriers to employment. In the 
absence of a highly entrepreneurial social enterprise like GREAN, such 
opportunities would be rare for these individuals in an area like Sutherland.  
Through its account management of such potential high growth social 
enterprises, HIE is thus able to support also the Government’s solidarity 
theme. 

 
The work of social enterprises contributes towards the growth and 
development of key sectors.  For example, HI-Arts and Feisean nan Gaidheal 
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support and encourage participation in traditional arts and music which, in 
addition to developing culture, promoting confidence and building self esteem, 
provide opportunities for people to explore their creative talents and develop 
careers.  Community Energy Scotland – established by HIE – brings the 
benefits and opportunities offered by the growing renewables sector to some 
of the most remote parts of the country, allowing communities such as 
Westray to erect their own wind turbine, generating considerable income to 
be invested on the island year after year. 

 
HIE is also account managing whole communities, particularly in the area’s 
most vulnerable and fragile localities.  Forty-two are being supported to 
identify anchor organisations to work up community growth plans, which will 
provide coherent and locally-owned programmes of community-led activity, 
promoting community growth and resilience. 

 
This year we are introducing a social impact measurement (SIM) system to 
complement our economic measures.  SIM links directly to the National 
Outcomes, and will monitor growth in provision of social infrastructure and 
services, income-generating community assets, social enterprises, 
participation, energy produced from renewables, and reduction in waste. 

 
Q6. Have COSLA and SE been able to agree on what constitutes local, 
regional and national regeneration? Are local authorities maintaining levels of 
local regeneration activities? What benefits have accrued from the transfer of 
local regeneration activities to local authorities? What has been the impact on 
regional regeneration projects? Have any regeneration projects failed or been 
cancelled as a consequence of this transfer of responsibilities? 
 
A6. HIE has a long track record of working with local authorities on 
regeneration initiatives across the region.  Historic examples include major 
investments in Kinlochleven and Aviemore to diversify and strengthen their 
economic base, and also in communities such as Dunoon and Unst which 
have had to deal with the rundown or closure of a major military facility.  
Current regeneration activity – in partnership with local authorities and other 
bodies – continues in, for example, Caithness and North Sutherland, 
countering the decommissioning of Dounreay, and in Moray, where 
investment is targeted at diversifying the economy to reduce its heavy 
reliance on the MoD. 

 
Q7. The Cabinet Secretary envisaged that Regional Advisory Boards would 
provide a link between local, regional and national delivery. How is this 
working in practice and what links have been provided?  
 
A7. Regional Advisory Boards (RABs) were established across the five SE 
regions as part of the Enterprise Networks Review.  Within the Highlands and 
Islands, a component of the HIE Board’s strategic role fulfils the function 
undertaken by RABs.  Guidance from the Board is augmented by input from 
regular discussions with local authorities and other regional partners.  In 
addition, HIE has set up Local Area Panels for business and community 
engagement right across the area.  These panels meet twice per year and 
provide an opportunity for sharing information and gathering views on issues 
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of importance to both HIE and the region.  We have also established a region-
wide panel of social entrepreneurs and another of Gaelic-speaking 
businesses ensuring these important niche areas benefit from and contribute 
to policy development initiatives. 

 
Q8. What advantages has the establishment of Skills Development Scotland 
brought in terms of the delivery of the skills agenda and have there been any 
difficulties? 
 
A8. The establishment of SDS has brought a new focus to the challenge of 
skills development across Scotland.  HIE has established a close working 
relationship with SDS as the skills agenda remains of critical importance to 
the work of this organisation, the prosperity of the region, and realising the 
opportunities of the future.  Leadership and management development, and 
organisational development remain functions of HIE and are central to our 
engagement with account managed businesses and social enterprises.  In 
addition, some of our key programmes (such as our entrepreneurship work 
with the Massachusetts Institute of Technology or the high level leadership 
programme in conjunction with the Institute of Directors in Scotland) and our 
support for the STEM initiative are designed to encourage the development of 
skills in areas where we need to develop our long-term comparative 
advantage.  At a sectoral level, our work with the contact centre industry in 
the Highlands and Islands is a good example of supporting the sector through 
skills development by assisting in management and team leadership skills, 
identified by the sector as a key need. 

 
The co-location of HIE and SDS staff in various offices around the region help 
to ensure co-operation and sharing of information and intelligence happen 
informally on a daily basis. 

 
Q9. How will services be protected in light of any planned further restructuring 
exercise within Scottish Enterprise and/or Highlands and Islands Enterprise? 
 
A9. Working with reduced budgets requires continuous prioritisation based on 
a clear understanding of the GES coupled with detailed knowledge of local 
economic development challenges right across the region.  HIE will continue 
to monitor economic conditions and consider the opportunity cost associated 
with the investment projects presented to us.  Ensuring best use of 
discretionary resources involves making tough choices and requires 
continued prioritisation.  HIE has worked hard at lowering its running costs 
(through measures including reducing its staffing complement by 120 over the 
past three years) in order to maximise investment budgets, and also seeks to 
augment the grant-in-aid received from the Scottish Government with other 
sources of funding.  In recent years we have delivered two grant programmes 
for the National Lottery (Scottish Land Fund and Growing Community Assets 
fund), are a strategic delivery body for European structural funds, and have 
bid successfully to attract new funds to the region from bodies such as the 
Carbon Trust and Technology Strategy Board. 
 
The considerable economic opportunities under development across the 
Highlands and Islands will be used as a catalyst to attract new sources of 
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funding (public and private) to the region.  Ideas will bring in the investment 
needed to continue the turnround in fortunes this region has experienced over 
the past generation. 

 
More fundamental, first principles analysis 
 
Q10. Could the Scottish Government’s economic aims be achieved in a 
different way? Are there more successful or efficient models of delivery in 
other parts of the world? 
 
A10. HIE and its predecessor the HIDB has 45 years of experience in 
delivering economic and community development in the Highlands and 
Islands.  Over that time the region’s population has grown in each census 
period, the economic base has been greatly diversified, the number of people 
in work has risen by around 50% and prosperity levels are now much closer 
to the national average.  Sustained investment through the use of broad, 
discretionary powers (by HIE and HIDB) has contributed greatly to these 
successes and the increasing return that the Highlands and Islands makes to 
Scotland as a whole.  Strategic leadership, provision of new infrastructure and 
bold investments in businesses and communities has, over time, turned round 
the fortunes of the region.  The arrival of oil fabrication yards, upgrading of the 
A9, development of fish farming sector, provision of ISDN (and broadband 
infrastructure), community ownership of land and other assets, growth in 
tourism and food and drink manufacturing and improvements in air and ferry 
services to and within the region all benefited greatly from financial and 
strategic input provided by HIE / HIDB and have each played their part in 
driving forward economic and community development across the region. 

 
But the job is not done.  This approach is equally relevant to the challenges 
and opportunities of the future.  These include ensuring the region is 
equipped for an increasingly digital future with connectivity on a par with the 
rest of the country, an aspiration that needs distinctive solutions given the 
geography and lack of attractiveness to commercial providers.  The growth of 
Higher Education and addressing the challenges of youth demographics, 
increased international connectedness, the opportunities presented by 
renewable energy, and the ongoing challenges of fragility in parts of the 
region, require bold regional leadership.  HIE will seek to continue to improve, 
adapt to the changing challenges and opportunities, and to be a highly 
effective and efficient organisation. 

 
HIE’s historic success stands up to scrutiny alongside the best rural agencies 
in the world.  Indeed HIE regularly acts as host to representatives from other 
rural areas seeking to learn from our experiences and understand what has 
made our approach a successful one.  In recent years we have contributed to 
conferences in, and hosted delegations from, amongst others, Japan, USA, 
Canada and Finland.  HIE has played a leading role in the development of 
EURADA (the European Association of Development Agencies) and was a 
founding member of EUROMONTANA (the association of European Mountain 
Areas).   
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The OECD8 review of rural policy in Scotland recognised that Scotland’s rural 
development strategy should account for the distinct character of the 
Highlands and Islands, and that the special measures taken (notably the 
creation of the HIDB, later HIE) had paid off.  However, it also emphasised 
that initiatives such as UHI should be pursued with more vigour, recognising 
that while considerable progress has been made, there is still some way to go 
before the task is complete. 

 
Q11. Could services be delivered as effectively, with greater efficiency, by a 
single agency or some other structure with increased shared services etc? 
Conversely, are a single economic strategy and the SE account management 
model suitable for both Scotland and the Highlands and Islands 
 
A11. HIE is a strong advocate and practitioner of shared services and is keen 
to pursue opportunities wherever they exist – both within the region and more 
broadly across Scotland.  Specific initiatives taken forward by HIE include the 
establishment of a data centre in Lionacleit (now incorporating staff from HIE 
and SDS) to process payments for both organisations and the move to a 
shared office with Shetland Islands Council Economic Development 
Department in Lerwick. 

 
The key considerations around the case for a single agency relate to 
effectiveness and impact.  To deliver the GES aim of sustainable economic 
growth across the country, it is essential that development activity is founded 
on how the economic geography of Scotland functions.  In the Highlands and 
Islands, conditions are distinctly different from the rest of Scotland for the 
following main reasons: 
 

• Sparsity of population – the Highlands and Islands covers over half the 
Scottish landmass but accounts for under 10% of the population.  
Population density is 10 people per square kilometre in the Highlands 
and Islands, the equivalent figure for the rest of Scotland is 130 

• Physical remoteness – distance to market and long supply chains are 
additional challenges faced by businesses based in this region, 
constraining growth opportunities and reducing competitiveness 

• Inhospitable terrain – the cost of economic development is much 
higher in remote areas where additional challenges and lack of existing 
infrastructure must be overcome 

• Island communities – this region includes almost 100 inhabited islands 
which presents distinct economic development challenges not present 
in the rest of the country. 

 
What this means in practice is that there is no single regional economy, 
but eight to ten local economies, each relatively self-contained and with 
only weak linkages to its neighbours.  The approach which HIDB/HIE has 
consistently pursued has been to develop the strength of these individual 
local economies while harnessing regional drivers, such as digital 
connectivity, transport and higher education, that assist overall progress.  

                                                 
8OECD RURAL POLICY REVIEWS, Scotland, Assessment and Recommendations p.13-14 
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Thus our interventions in Caithness and North Sutherland to combat the 
long-term reduction in employment at Dounreay are different from those in 
the Outer Hebrides where economic and community fragility persists in a 
form which historically characterised most of the Highlands and Islands. 
 
Economic and community development as undertaken by HIE therefore 
requires a different approach to that which a single national agency might 
employ.  Both SE and HIE are appropriate to the contrasting scales and 
geographies involved and the different sets of challenges.  
 
All of this sits very clearly within the context of a single national strategy 
for economic growth.  GES lays out a high-level set of aspirations, notably 
combining both medium-term and long-term targets for Scotland.  The 
contribution which HIE’s activities make to the Scottish Government’s 7 
Purpose Targets and 15 National Outcomes is portrayed graphically at 
Appendix III.  The HIE model for delivering the contribution to national 
growth fits with the nature and scale of the opportunities for growth which 
the Highlands and Islands offer. 
 

Q12. What should be the role for a publicly-funded enterprise network, what 
activities should it be expected to deliver and what resources are required? 
Alternatively, what alternative exists to the current model in Scotland and 
what benefits would this have? 
 
A12. The rationale for public sector intervention in economic development is 
primarily to address market failure and to address inequalities (equity 
reasons).  Both these criteria are used to explain the need for a development 
agency to support economic and community growth in the Highlands and 
Islands of Scotland.  The way in which HIE deploys its resources is set out in 
Q1. 

 
In addressing market failure, a particularly important role for HIE has been the 
provision of new infrastructure, creating the conditions for businesses and 
communities to grow and develop.  Investments in Broadband, business 
parks, industrial units, academic campuses and marine energy test centres 
have helped attract new businesses, grow existing ones and sustain 
communities right across the Highlands and Islands. 

 
To address the equity challenge within the region, HIE has offered higher 
rates of intervention when supporting projects in the most challenging areas.  
In addition, our involvement in projects to support those furthest from the 
labour market (often led by social enterprises) has helped provided a route to 
prosperity in the future for those who are economically or socially excluded as 
well as those on the geographic fringes of the country.  One of our aims in 
developing the Scottish Loan Fund with SE and the Scottish Government is to 
prove to private sector providers that this kind of approach presents them with 
a market opportunity. 

 
Q13. Do the enterprise agencies’ methodologies for calculating the return on 
investment bear scrutiny? Which activities have been identified as delivering 
most return on investment? 
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A13. Calculating comparable returns on investment is a very complex 
process.  The market failure / equity challenges being addressed vary 
considerably from sector to sector and region to region.  In addition, the types 
of intervention made by HIE range from long term strategic, transformational 
projects (such as the establishment of EMEC or Inverness Campus) to short-
term business development projects where return on investment is likely to 
flow in 3-5 years rather than 10-20 years. 

 
HIE has aligned its measurement framework to the National Performance 
Framework.  In working with account managed businesses we calculate their 
current economic impact, assess how they are likely to progress without 
support from HIE and from there work out what difference HIE could make to 
their turnover, profitability and employment rates over the coming three years.   
This anticipated impact is augmented by capturing actual data from company 
accounts as they become available over the course of the following three 
years. 

 
Independent research has been commissioned to quantify the anticipated 
additional economic impact each of the transformational investments 
supported by HIE will generate in 2017 (ten years after the publication of 
GES).  Working with social enterprises we calculate the increase in turnover 
attributable to HIE support.  We are also now piloting an approach which will 
capture the social impact generated by the projects we support. 

 
The long-term strategic goal being pursued by HIE is to grow the economy 
through increasing the population (particularly the working population), 
increasing participation rates within the workforce and increasing productivity 
rates within the economy.  On the first two, the Highlands and Islands has 
made outstanding progress over the past 40 years.  The productivity 
challenge is one that requires further effort through both improving the 
competitiveness of existing businesses and broadening the economic base 
through the attraction of new, higher value-added sectors of employment. 

 
The outcomes achieved by HIE can be seen in the context of the GES 
strategic targets and national outcomes as set out in the National 
Performance Framework.  HIE’s operating plan sets out the way in which our 
interventions contribute (in either a major or support role) to the 
implementation of 12 out of 15 national outcomes. HIE believes that the 
positive demographic and economic trends since the 1960s are the true 
measure of the effectiveness of development activities sustained consistently 
over time. 
 
Highlands and Islands Enterprise 
September 2010 
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