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The Environment, Climate Change and Land Reform Committee 

Green Recovery 

Submission From: Highlands and Islands Enterprise 

Do the principles of sustainable development (as set out in the annexe), and those for 
a resilient recovery, as proposed by the UK Committee on Climate Change, provide a 
comprehensive framework for guiding an effective green recovery in Scotland? 

The sustainable development principles and the six principles set out by the Committee for 
Climate Change for a resilient recovery (listed below) are necessary, but not sufficient, in 
providing a comprehensive framework for guiding an effective green recovery in Scotland. 

 

1. Use climate investments to support the economic recovery and jobs  
2. Lead a shift towards positive long-term behaviours  
3. Tackle the wider ‘resilience deficit’ on climate change  
4. Embed fairness as a core principle  
5. Ensure the recovery does not ‘lock-in’ greenhouse gas emissions or increased climate 

risk  
6. Strengthen incentives to reduce emissions when considering fiscal changes  

In order to strengthen the delivery and address a Just Transition as part of the recovery, it is 
HIE’s view that the recovery effort and financing should be targeted to the areas most 
significantly affected by the Covid-19 pandemic and where recovery is most at risk.  The 
combination of the structure of the Highlands and Islands regional economy and the 
disproportionate socio-economic impact of Covid-19 is compounded by the region’s 
vulnerability to BREXIT.  However, the region is also rich in unique natural, cultural and 
created assets offering huge potential for green and blue growth: increased investment could 
transform areas such as the north and west coasts which are facing major demographic and 
economic challenges.   
 
What are the key barriers to delivering a green recovery (within your sector and / or 
community)? 

1. Disproportionate impact of COVID19 on certain sectors and regions: The 
characteristics of the Highlands and Islands region provide some barriers to delivering 
a green recovery. Neglecting consideration of how to target investment in an inclusive 
manner could exacerbate the efforts to retain and attract population and present longer 
term challenges. The characteristics include low population densities, just under 100 
inhabited islands, greater distances to markets, higher costs of living and doing 
business, lower incomes and a higher concentration of micro and small enterprises 

https://www.theccc.org.uk/publication/letter-building-a-resilient-recovery-from-the-covid-19-crisis-to-roseanna-cunningham-msp/
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and self-employment.  The region has a greater share of employment in the sectors 
already most affected by Covid-19 with tourism and hospitality, creative industries and 
construction hardest hit to date with some 163,000 (68%) of the region’s 240,000 
employed in sectors where output has since fallen by 20% or more.  Our demographics 
reflect both an ageing population and an outmigration of young people with a higher 
dependency ratio than urban areas.   

2. Approaches to finance and investment: A place based perspective and flexibility 
in approaches to investment and services will be necessary. Given the points 
highlighted above, “one size fits all” solutions are unlikely to deliver a successful and 
sustainable green recovery in the HIE region. Regaining business resilience post 
Covid-19 will be foremost for all enterprises. Loans alone (e.g. through SNIB) may not 
be enough to stimulate investment. Therefore, patient capital and grant/ loan 
combinations are likely to be necessary, particularly in the case of smaller enterprises 
with fewer assets or higher gearing.  

3. Barriers to Greening Enterprise: In the HIE region, enterprises are taking some 
actions to reduce their carbon footprint but have cited that barriers exist to making the 
necessary changes to their operations. These include  the cost of making changes 
(cited by 50% of businesses), lack of time to research or implement changes (34%) 
and a lack of knowledge/skills around what could be done (33%).  (HIE Business Panel 
Survey, October 2019) However more recent feedback tells us that more than half of 
businesses also said they had had to put investment or growth plans on hold (59%) or 
had to use cash reserves (52%) in order to make changes (HIE Business Panel 
Survey, July 2020). This indicates that businesses will need considerable support to 
shift to lower carbon processes, practices and materials. 

4. Short Term Goals are Insufficient: A requirement for rapid, short life and target 
driven change can be a barrier to long term sustainable solutions. Sectoral growth and 
alignment of training and skills development require long lead in times and some of 
our greatest opportunities need to be given long term commitment from government 
or its agencies to incentivise market engagement: e.g. green hydrogen, developing 
low carbon manufacturing. An innovation to commercialisation model, such as that 
delivered by Wave Energy Scotland, needs long term investment and clear objectives 
to develop a new supply chain for a green recovery. This links to clear policy setting, 
a long-term vision and support to offer confidence to the private sector.  

5. Transmission and Distribution of Energy is Significantly Constrained in HIE’s 
Region: Increasing the scale and rate of renewable deployment will play a significant 
part in a green recovery, creating jobs and income for communities.  The transmission 
and distribution network access and charging regime remain major barriers to such 
growth, with grid capacity in the Highlands and Islands significantly constrained, and 
charges for those connecting to the grid often much greater than other parts of the UK.  
The pace of regulatory change required to ensure appropriate networks (gas and 
electricity) infrastructure for the transition to net zero needs to increase significantly to 
address this major barrier.   Port, harbour and fabrication capacity is also likely to be 
a constraint to the anticipated scale of deployments and associated economic 
opportunities, without additional investment.    
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What key policies, actions and immediate priorities are needed to deliver a green 
recovery (within your sector and / or community)? 

6. The HIE region has many opportunities from having a distinct natural capital base 
with abundant renewable energy resources, an extensive marine environment and a 
high proportion of peatlands.  The prevalence of community led and social enterprises 
provide strong potential for local and inclusive leadership which is focussed on 
favourable social and environmental outcomes being delivered in collaboration and by 
empowered communities.   

7. Policies exist, or are in development, that will be instrumental in delivering a 
green recovery and these should be used to full effect. These include: 

a. the Climate Change Plan can set clear signals for market development, skills 
adaptation and investment. 

b. the Place Principle, which encourages collaboration and a multifaceted 
approach between communities, businesses, public bodies and third sector.  

c. The Islands Act which recognises the fragility of our island communities  

d. Industry 4.0 digitising manufacturing and industry will be a key part of 
reducing emissions, noting that the National Manufacturing Strategy Institute 
has low carbon as a cross cutting theme 

e. National Planning Framework 4, modernising our planning system to support 
accelerated renewable and energy efficiency deployments, through permitted 
rights and greater resource allocation to Local Authorities/consenting 
authorities 

f. The Scottish Energy Strategy 

g. Scotland’s Digital Strategy 

8. However, the intended impact from these policies should be made more evident 
in budget setting and investment decisions. There is a need to normalise the 
flexibility and weighting that can demonstrate the desired outcomes of these policies 
in rural, as well as urban, areas. Investments and propositions should be considered 
in the context of “place” and weighting mechanisms should be applied to 
accommodate the relative impact of investments on different parts of Scotland and its 
society.  e.g. the impact of one job in a very remote area is likely to yield wider benefit 
than one job created in an urban one. 

9. Additional policies and priorities that will send clear market signals and encourage 
a faster recovery from COVID19 include: 

a. Signal that a blue economy will be equally as valuable in our recovery and 
progress towards net zero as a green one, potentially more so in a region with 
almost two thirds of the UK coastline and coastal waters with strong potential 
for internationalisation in research, innovation, engineering and manufacturing. 

b. In the context of the EU hydrogen strategy, consider a low regret, positive 
statement on the role of Scottish offshore wind in the production of green 
hydrogen to accelerate further investment by industry in taking proposals 
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forward. This will support the drive to the decarbonisation of transport in 
Scotland and establish clear market signals to trigger private investment– 
whether that be electric vehicles, Connected and Autonomous Vehicles (CAV) 
development, and electric and hydrogen powered trains, ferries and heavy 
Goods Vehicles (HGVs).   

c. Use of public sector spend in the construction sector (50% of spend) to drive 
the low carbon agenda, and in particular create scale in markets to encourage 
companies to invest in new product development such as mass timber, and 
offsite construction methodologies.  This will deliver both lower carbon and 
productivity targets as well as building resilient supply chains.  Ensure that 
planning and building control policy support this move. 

d. In relation to land use, policies and related funding need to consider incentives 
that drive behaviour change amongst land owners. The future value of 
Scotland’s land for sequestration is potentially significant.   

e. Developing nature-based solutions to deliver active travel or climate change 
resilience could be central aspects of a green recovery, supporting a rapid 
recovery in the tourism and hospitality sectors, by enhancing Scotland’s 
unique natural assets and landscape. 

f. Actively promote the benefits of remote working, increase investment in digital 
and mobile infrastructure and provide flexible and adequate facilities for shared 
work and meeting space. 

g. Seek an early Contract for Difference Allocation Round (or FID enabling 
CfD) to bring forward early deployment of consented renewable projects, thus 
creating additional confidence in the supply chain to invest in needed 
infrastructure, facilities and workforce. Within this accelerated round consider 
fast tracking proposals to introduce carbon measurement and stricter 
assessment of Supply Chain Plans to incentivise greater levels of UK content. 
Consideration could also be given to a modest uplift which would support 
facilities that are investing during the ramp up phase of production capability. 

10. Collaboration feeds innovation and shared vision. Therefore, support for developing 
clusters or place-based collaboration is necessary. This requires revenue support and 
success may not easily be measured in the short term, making it challenging to support 
when competing with more immediate priorities with clear deliverables.  

11. Conditionality requires to be sensitive to transition plans: Any conditionality (e.g. 
only funding projects/ activities that are reducing carbon emissions) needs careful 
consideration. In some areas and sectors this could actually damage our ambitions. 
There are potentially cases where rapid and absolute conditionality could be more 
damaging than a transitionary approach for carbon intense industries. We need to 
ensure that we do not inadvertently disrupt supply chains or put employment at risk 
when a longer, well signposted transition might build on success of sectoral 
adjustments. (e.g. oil and gas). Incentivise the market before setting conditionality. 
However, the broader range of conditionality measures proposed by the Advisory 
Group for Economic Recovery could provide the right incentives.  
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How should the 2021/22 Budget support a green and sustainable recovery and avoid 
locking in carbon; and what funding is needed in the ECCLR portfolio to deliver a green 
and sustainable recovery? 

12. It is clear that the 2021/22 budget could arguably be deployed across a wide range of 
themes. It is recognised that to address all priorities and possibilities at once might 
lead to reduced effectiveness from a thinly spread budget. It is suggested that the 
committee could utilise the following criteria in its budget setting considerations: 

a. Is public sector funding supporting the transition of jobs and skills to those 
suitable for a net zero and inclusive future, including digitisation?  

b. Is public investment levering private investment and creating new jobs, now 
or in the future? 

c. Is public investment addressing market failures, inequalities, whether 
sectoral or regional? For example, target to places most negatively impacted 
by Covid-19, such as islands where food supply and tourism have been hard 
hit. 

d. Is public investment targeted at enhancing our national competitive 
advantage, sending clear, long term market signals, with high expectations 
for international trade, especially in relation to decarbonised energy, our land 
base, including food and drink production, and our marine resource?  

13. Levers and incentives other than public investment can be used to address priorities 
which do not meet these basic but fundamental criteria.  

14. Easing the journey for project development is essential to reduce risk of delivery. 
It is good to have a clear line for funding through from project inception support to full 
investment. For example, Low Carbon Infrastructure Transition Fund (LCITP) funds 
business case development as well as significant capital investment. As a precursor, 
CARES can support feasibility studies which are a condition of securing LCITP 
funding. Hence the funding to develop at each stage of project development exists.  

15. Engage and empower communities in delivery, especially in relation to nature-
based solutions, which will enhance the local environment and attract sustainable 
population levels, while simultaneously improving understanding and stewardship of 
net zero objectives. 

16. Some examples include:  

a. Supporting coordinated efforts to offer green transport links between Scotland’s 
tourism highlights and showcase decarbonisation efforts to attract an 
increasing segment of the green tourism market. 

b. Continue support to ease business transition to circular and net zero economies 
through changes to business models, and add support aimed at increasing 
collaboration and learning through clusters, following up ideas generated with 
support for their development (grant and loan mix). 

c. Support development of an investment ready decarbonised hydrogen 
production and infrastructure network along Scotland’s north and west coast, 
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and re-purposed terminals in the Northern Isles. This will signal long term and 
sustained commitment to transition to green hydrogen provision for heavy 
transport (HGVs and ferries, for example), while simultaneously seeding 
investment in the related infrastructure.  

d. Secure a stable market support mechanism to pull through new technologies 
which will build on Scotland’s expertise and contribute to the transition to net 
zero e.g. wave and tidal energy, and ensure early success in floating offshore 
wind to build confidence in supply chain, and facilitate rapid cost reduction as 
witnessed in fixed offshore wind.  Other areas where funding should be 
focussed to drive cost reduction and improve attractiveness of private sector 
funding include pumped storage hydro and green hydrogen through 
electrolysis.   

e. Supporting innovation in the marine industry, associated test and training sites 
to secure Scotland’s role as a world leader 

f. Support the growth in green manufacturing jobs distributed throughout 
Scotland: for example, sustainable aviation testing facilities and low carbon 
manufacturing in Moray building on the existing skills base and infrastructure  

g. To consider how to mainstream innovations in local food supply reducing food 
miles and carbon content of food production 

17. We recognise the importance of measurement but ask that Scottish Government 
reduce the administration burden of measurement to ensure we can maximise our 
impact. This can be done by establishing a Scottish Government framework 
contract for measuring carbon from projects and setting baselines assessments for 
public buildings. 

General response 

HIE sees significant potential in the green recovery as a genuine opportunity to recover from 
this pandemic in a manner which supports the rebuilding of our economy, protecting our 
environment and prioritising wellbeing. The role of the green recovery should be seen as the 
foundation to recovery of tourism and food and drink sectors, encompassing hospitality. It 
should be viewed as a way to support the repopulation of remote and island communities 
through localisation of enterprises, jobs and strengthening communities. Our region is 
uniquely well-placed to support delivery of this recovery, in part thanks to our outstanding 
natural resources and innovative businesses and communities. HIE believes that 
collaboration at local, regional and national levels offers the greatest opportunities for 
recovery and we can support this through our network of area offices and our distinct 
approach, encompassing communities, businesses and sectors.   

 

 


