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29 January 2014 
 
 
 
Dear Convener 

 
HIGHLANDS AND ISLANDS ENTERPRISE (HIE) 
 
Following on from the Economy, Energy and Tourism Committee’s report on the Scottish Government’s 
draft budget 2014-15 and your letter to me of 9 December highlighting a number of conclusions and 
recommendations specifically directed at Highlands and Islands Enterprise, I now enclose HIE’s 
response to those conclusions and recommendations contained in the report.  The Committee will note 
that paragraph 219 is not included in that response as it does not relate to HIE.   
 
I trust that this information is helpful to the Committee, but please do not hesitate to contact me if you 
require anything further or if I can assist in any way. 
 
 
Yours sincerely 
 
 
 
ALEX PATERSON 
CHIEF EXECUTIVE 

 



 

Highlands and Islands Enterprise (HIE) Response to the Economy, Energy and 
Tourism Committee Report Conclusions and Recommendations - Scottish 

Government Draft Budget 2014-15  
 
Following on from the Committee’s report and letter of 9 December, please see below HIE’s response to 
paragraphs - 91, 92, 96, 106, 170, 176, 204, 211, 225 and 226. 
 
 
91. The Committee welcomes the challenging target that the enterprise agencies have set themselves for 
increasing the number of account managed firms by 20% over the period to 2015. On the basis of the 
progress to date - whilst welcome - it must be open to question whether this will be achieved. The 
Committee would welcome evidence from the agencies to support the view that the rate of increase in 
additional account managed companies would be achieved.  
 
The 20% target has been set by Scottish Enterprise for its own purposes, and does not apply to HIE.  HIE currently 
account manages around 600 businesses and social enterprises, as well as 50 communities.  Although there will 
be some turnover as new clients are identified and others move out of the portfolio, we do not expect this figure to 
change significantly in the coming year. 
 
 
92. The Committee recommends that Scottish Enterprise and Highlands and Islands Enterprise update the 
Committee, as part of their respective draft 2015-16 budget submissions, on the progress towards the 
target for increasing the number of account managed companies and what measures they have taken to 
increase progress towards achieving the target.  
 
As stated above, HIE does not have a target related to the total number of companies which we account manage. 
We will be happy to provide the committee with an update on the scale of our account managed portfolio as part of 
our next budget submission. It is also worth recording that HIE's business support is not exclusively targeted 
towards account managed clients, and that many of our services are available to businesses, social enterprises 
and communities which are currently outside our portfolio. 
 
 
96. The Committee invites Scottish Enterprise and Highlands and Islands Enterprise to provide further 
detail on how they seek and secure feedback from each of their account managed businesses with regards 
their overall experience of the process, the quality and relevance of the information given to the business 
by the account manager, the account managers understanding of the business concerned and of its 
specific needs and whether the business achieved the growth potential identified. The Committee 
recommends that this information also be provided as part of next year's budget scrutiny phase.  
 
HIE has recently commissioned an independent evaluation of its support to account managed businesses. Further 
research is currently under way which will review the effectiveness of our account management operation and 
involve direct consultation with a significant number of our clients.  The final report is expected in summer 2014, 
ensuring we will have sufficient time to incorporate the key findings into our evidence submission to EETC in the 
autumn.  With regard to the point about reviewing whether or not the business achieves the growth potential 
identified, the aftercare support provided by HIE's account mangers includes capturing data from client accounts 
which is then recorded within our management system. This ensures we can accurately compare our initial 
anticipated outputs with actual results delivered. 
 
 
106. The Committee invites Scottish Enterprise and Highlands and Islands Enterprise to each provide the 
following information in relation to its account managed companies: the total (a) agency expenditure on 
account managed companies in 2012-13 and to date in 2013-14; (b) other public support/funding received 
by account managed companies in these periods; and (c) number of companies in account management 
during these periods.  
 

 2012/13 2013/14 

HIE approvals to supported businesses £17.9m £17.7m 

Levered in funds from other public bodies*  £4.5m £5.8m 

Total project cost  £70.6m £62.0m 

 
* Includes European Structural Funds 
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The financial data provided above relates only to support to businesses, not social enterprises.  We can augment 
with social enterprise data if that is what is required. 
 
HIE estimates that account managed companies receive around 75% of all support to businesses that we provide.   
 
With regards to HIE’s portfolio: 

 
 as at 31st March 2013, we account managed 425 businesses and 172 social enterprises (total 597)  

 as at 17th December 2013, we account managed 447 businesses and 151 social enterprises (total 598)  
 
 
170. The Committee invites Highlands and Islands Enterprise and Scottish Enterprise to indicate how much 
from their respective budgets for 2012-13, 2013-14 and 2014-15 was, and will be, allocated to renewable 
energy.  
 
With regard to approvals towards renewable projects HIE has collated the following estimated figures:- 
 
HIE Approvals – Renewable Energy 
 
2012/13  £9.65m 
2013/14  £6.94m 
 
HIE anticipates energy related investments in 2014/15 to continue as in previous years, in line with HIE’s 
commitment to the energy sector.  Large scale projects invariably take time to reach final investment decision, and 
therefore HIE’s profile of approvals on energy tends to follow a similar trend. 
 
 
176. The Committee invites Highlands and Islands Enterprise to outline how it is taking this work with the 
university sector forward, what funding is being applied in support, and what benefits have been achieved 
to date.  
 
HIE has recently completed a review of university engagement in the region which confirmed that the level of 
university activity could be enhanced to stimulate innovation and business growth.  In response, HIE has worked 
closely with the Scottish Funding Council (SFC) to develop a 5-year programme of interventions commencing in 
2014. 
 
In particular HIE will work with SFC to stimulate demand from businesses to seek university expertise, and provide 
facilitation and support to businesses wishing to pursue this. 
 
HIE will also develop and introduce a Knowledge Exchange Placement Programme to deliver flexible, high level 
skilled employer placements in key scientific/technical arenas which will target regional opportunities including 
marine renewables, life sciences (particularly marine, natural products and digital health), and digital sectors. 
 
Finally HIE will establish strategic partnerships with relevant Scottish universities, which will deliver knowledge 
exchange into our region, again in targeted areas.  These will focus particularly on some of our regionally 
significant investments such as, in the case of marine renewables, the European Marine Energy Centre, including 
collaboration with Heriot Watt University, the Environmental Research Institute, the Scottish Association for Marine 
Science and the Pentland Firth and Orkney Waters industry groupings. 
 
The outcomes will be a major uplift in the number and quality of business-university relationships, and a wider 
dispersal of the excellent Scottish university research expertise.  Ultimately, this will deliver a stronger foundation 
for business-led R & D and Innovation and support the realisation of sectoral ambitions in our Marine Renewables, 
Life Sciences and Digital clusters. 
 
To date, the SFC has approved an initial £1m towards this joint initiative, with HIE in the process of approving a 
matching sum to support the first 2-3 years of activity. 
 
 
204. At the conclusion of the current financial year, the Committee invites each of the Strategic Forum 
partners to provide us with a detailed breakdown of the savings which they each made, i.e. what the saving 
was in respect of and what amount.  Can you please respond to indicate that HIE will comply with this 
request and estimate the date when the response will be provided (when responding to the committee, can 
you please ensure that HIE's evidence is provided to SG 5 working days in advance of submission to the 
Committee).  
 



We can confirm that HIE will comply, and provide an explanation of savings delivered in year. This will be provided 
by 1 May 2014. 
  
 
211. Based on the information available to us, the Committee is unable at this time to identify whether and 
how the £40 million target for efficiency savings by the Strategic Forum in the 2014-15 financial year will be 
met. We appreciate that these figures are subject to change and that financial year 2014-15 is not yet 
underway. Accordingly, we ask the Strategic Forum partners to provide further detail on how they will 
make these savings and report to us as soon as possible after 1 April 2014, to outline what action they 
have taken to ensure such individual savings were achieved.  
 
We confirm that HIE will provide an outline plan of how and where we believe we will identify and release resource 
to meet the 2014/15 Strategic Forum savings target. This will also be provided by 1 May 2014. 
 
 
225. It also invites Highlands and Islands Enterprise to detail what action it will take should it be unable to 
meet its £4.5 million income projection through property sales. 
 
HIE's £4.5m Capital Receipts for 2014/15 include loan repayments as well as property sales. In terms of managing 
any emerging volatility, HIE has a number of capital projects at its own hand and as part of the regular active 
monitoring of the financial position, can alter the rate of progress on these in line with property sales and loan 
repayments anticipated as the year develops to match spend and income accordingly. This is usual practice within 
HIE and has been successfully adopted for many years. 
 
 
226. Furthermore, the Committee invites both enterprise agencies to detail, with regards those properties 
which they will be seeking to sell, (a) how much it paid for each property when originally purchased; and 
(b) what the current approximate market value of each property is. The Committee gives notice that it 
intends to return to this subject in 2014-15 to review the sums which both agencies have been able to raise 
by property sales and disposal of assets to see if they represent value-for-money. 
 
Specific properties involved in the sales targets for 2014/15 are not yet confirmed, although some are under active 
consideration. We will be happy to provide the relevant information once our sales targets have been identified and 
confirmed. This will also include land sales on Inverness Campus. All HIE properties are independently revalued 
each year as part of the annual accounts process and properties are not sold below valuation. 
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