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COMPETITIVENESS AND BUILDING SUSTAINABLE GROWTH IN THE HIGHLANDS & ISLANDS
Introduction
This paper summarises the nature of competitiveness, focussing on the position of the Highlands & Islands, and indicates what will be required to improve the region’s competitiveness and its contribution to the economic growth of Scotland.
The Nature of Geographical Competition
In broad terms, nations, regions and local economies are competing for three things:

· ideas
· investment

· people.
In Europe and North America, for example, this type of geographical competition is certainly continent-wide and it is becoming – ever increasingly – global in nature.  It is fuelled by a range of economic drivers, chief among which are wealth, poverty and information.   The first of these is the most obvious, with sustained economic growth across most of the developed world marching alongside the rapid advance of countries such as India, China and Brazil.   But poverty is also a driver and the “push” factor is a powerful element in the worldwide migration patterns of the last ten years or so.  Not least, the pervasive and up-to-date availability of information has lubricated the processes which enable ideas, investment and people to move more freely and more rapidly than ever before.
For all that, it is important to be reminded of Michael Porter’s view that “the paradox of globalisation is that location still matters” and that geographical competition is a reality facing economies worldwide. 
The Nature of Competitiveness
In considering competitiveness, it is important to distinguish its characteristics at different levels.   National competitiveness is a continual focus for politicians, commentators and analysts in virtually every country of the world and the Scottish Government’s economic development strategy sets out our aspirations as a nation.  Regional competitiveness is a developing area of policy and understanding in some countries, less so in others.   Scotland has since 1945 been the recipient of the impact of various waves of regional policy and, within Scotland, the establishment of the Highlands & Islands Development Board in 1965 was a very clear intervention to tackle a lack of regional competitiveness.   Local competitiveness often takes the form of local political debate around local issues and expenditure choices, though it is rarely seen through a competitiveness lens.
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Business competitiveness is a continual focus for management gurus, company doctors and consultants, alongside the management team of every aspiring firm. Community competitiveness is a lesser-developed area of social policy and research, though community ownership and use of assets in the Highlands & Islands is beginning to open up competitiveness issues.
A competitive rural region
In Highlands & Islands Enterprise, we have given much thought over the last few years to the nature of regional and local competitiveness.   In particular, we have looked elsewhere to help us identify what makes for a competitive rural region.   The main characteristics are these:
· Population – a growing population in every part of the area, with bustling main settlements and thickly-settled rural parts

· Economy – a diverse employment base, with high economic activity rates and rising income levels

· Linkages – good physical connectivity with neighbouring city regions and high-speed electronic communications universally and cheaply available

· Universities – higher education provision in the area and for the area, attracting young people to come and study and providing a research base for the economy

· Services – good quality public and private services throughout the region, adapted to the needs and cost profiles of non-urban conditions

· Communities – people having strong association with those around them and a pride in what their area has to offer

· Prospects – a widely-shared optimism about the future and an open-arms approach to attracting people to participate in that future.
There are very few – if any – rural regions in the world which register strongly on all of these factors, but a growing population and a strong economic base do seem to be central to those regions which are faring well.   Comparisons between rural regions are also difficult to interpret because no two share exactly the same geographic, cultural, economic and community circumstances.
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The Highlands & Islands as a competitive rural region
Bearing these caveats in mind, we have tried to draw up a simple assessment (using a five-point scale) of how the regional competitiveness of the Highlands & Islands has changed since the 1960s, partly to illustrate the degree of progress, but also to identify those areas where we still need to mount further sustained efforts:





1960s


Today

· Population


       *


    ***

· Economy


       *


    ***

· Linkages


       *


    ***

· Universities


       -


      **

· Services


     **


    ***
· Communities


   ***


  ****
· Prospects


       *


  ****
Individual elements of the assessment might be open to debate, but the overall pattern is the most important focus.    It shows that the Highlands & Islands have come a long way, with population growth replacing decline, with an economy much more diversified and with our prospects for the future transformed.   But no characteristic yet reaches five stars and on linkages and services, for example, we have to work hard as a region to sustain the levels which we have reached.    That is no surprise because, in areas such as transport and healthcare, the aspirations of Highlands & Islands residents – rightly – continue to rise.
Building the Competitiveness of the Highlands & Islands
So, reflecting on the regional competitiveness of the Highlands & Islands today, there are clear pointers as to where we need to focus our efforts.   Before turning to the specifics, however, it is essential to reflect on the area dimension of regional development in the Highlands & Islands since Building Sustainable Growth requires success at two levels – regional and local.   That means that the most effective way of improving regional growth is to improve the growth of the area’s individual local economies.   While there are regional drivers such as higher education, transport and broadband, each local economy is different and has different challenges and opportunities.   It is therefore crucial to the development process that local effort is built around clear understanding of local conditions and it is gratifying that the enterprise review acknowledged the geographical diversity of the Highlands & Islands and the continuing need for local teams.
COHI (07)(06)

Turning then to the characteristics of a competitive rural region, here are some thoughts on what the areas needs to pursue over the coming years.   These are not intended to be comprehensive but to spark the discussions, both in plenary and in the workshops:

· Population – to achieve a growing population in every part of the area, we need both to sustain the regional demographic trends of the last few years over a long period and also to re-double efforts to stem loss of population from our more fragile areas.   For that to happen will require active promotion, combined with creation of the conditions which will allow population to grow. These include availability of employment, housing, schools, healthcare and the many other factors which convey quality of life to those thinking of staying or locating in the area.
· Economy – to widen the employment base, with higher economic activity rates and rising income levels, we require the propulsive businesses of the area to grow significantly over time through sustained increases in turnover, productivity and profitability.  Equally, new business creation and inward investment will have a major part to play in bringing new economic activity. All these forms of growth mean competing for those precious commodities of ideas, investment and people.
· Linkages – to improve physical connectivity will need transport investment in the major projects which will bring step-changes in access, as well as more modest local improvements.   It is appreciated that large-scale investments can be costly and have to be viewed against competing pressures from elsewhere in Scotland, yet transport remains a constraint on progress disproportionately in this area.   Electronic communications are also of huge importance and the lesson of the last 15 years or so is that continuous investment is the reality as technologies replace and are in turn replaced.
· Universities – to create higher education provision in the area is a regional aspiration that stands on the brink of fulfilment.   The UHI’s potential contribution to the Highlands & Islands is massive, but we require to press on beyond the acquisition of university title to build a high-quality institution, distinctive in its form but capable of transforming the economic, academic and demographic life of communities across the area.

· Services – to sustain good quality services throughout the region, adapted to Highlands & Islands conditions, we need to seek equivalence with the level and standard of services delivered elsewhere.   In some instances, that may mean accepting that the unit cost of delivery is higher or that some degree of cross-subsidy exists.   Increasingly, however, it will offer opportunity for innovation and flexibility so that the design and delivery of services is developed within rural communities to match the needs of those communities.
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· Communities – to give local communities greater say and involvement in the shaping of their own futures will continue a trend of empowerment that is long-established and has been given further impetus by community land and energy developments.   The ability of communities to become involved in revenue-generating projects is becoming an important driver, allowing wider community benefits to be realised from the income stream.
· Prospects – one of the most notable trends of the last generation has been the growth in confidence across large parts of the area.   Building on that momentum will further benefit the region, but efforts will need to continue in those fragile areas where confidence is at lower levels.  Nevertheless, even in such communities, there are strong community ties and associations with place that form a basis for building confidence in their prospects.
Building the Competitiveness of Lochaber
While regional aspirations such as these are vital, it is also important to consider how these manifest themselves at local level, so here are what some of the aspirations might look like for the community where the Convention is meeting:

· Population growth across the area from Mallaig, to Ardnamurchan, to Kinlochleven, Ballachulish, Fort William and the Great Glen corridor
· More and better employment in a wider range of activities, from food & drink to creative industries, tourism and especially the knowledge economy
· Opening up of new development land around Fort William 
· More housing availability and more housing choice
· The Outdoor Capital of the UK bringing year-round benefits to local business
· Transport improvements – notably upgrading of the A82 – to link the area better to its markets
· Continuous investment in the fabric of Fort William to help it match the world-rated attractiveness of the area’s natural environment
· Lochaber College as a key part of UHI, bringing hundreds of new students to the area and extending further education participation within the community.
Progress with all of these over the next few years will be at the heart of raising the competitiveness of Lochaber.
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Building Sustainable Growth
Having examined competitiveness and where the Highlands and Islands stand, the paper now identifies a series of aspirations  – under the headings of the Scottish Government’s strategic objectives – which will raise the region’s competitiveness in Building Sustainable Growth.    These individual aspirations are not intended to be comprehensive or to be a regional shopping list, but to stimulate debate and strengthen our mutual understanding about how this region can contribute to the national strategy for economic growth.
A Wealthier and Fairer Highlands & Islands
· Achieving more productive, more profitable and more valuable businesses in all of our local economies
· Tackling disparities – targeting assistance to, and empowering, the most disadvantaged communities

· Striving for a 10-15% (real terms) increase in average incomes by further diversifying local economies
· Raising economic activity rates to 85% from their current level of around 80%
· Maintaining low unemployment levels

· Establishing an Islands Initiative to achieve greater equivalence and improve the quality of life of 90,000 Scots.
A Healthier Highlands & Islands
· Capitalising on the Centre for Health Science as a key investment in the region’s healthcare infrastructure

· Building on the relationship with Lifescan Scotland and assisting its further growth and economic contribution to Scotland
· Establishing the Diabetes Research Institute as a cutting-edge private/public sector collaborative project

· Extending the work and role of the Centre for Rural Health across the Highlands & Islands
· Increasing population bases in sparsely-populated areas to underpin the economics of healthcare delivery.
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A Safer and Stronger Highlands & Islands
· Achieving increasing numbers of economically-active people and greater population diversity to strengthen communities
· Playing an attractor role in bringing more people to Scotland

· Empowering more sustainable communities with ownership and use of assets

· Developing solutions for remote areas that remove distance

· Sustaining low crime rates and high crime clear-up rates.
A Smarter Highlands & Islands
· Making the University of the Highlands & Islands an outstanding higher education institution
· Developing the quality of dispersed further education delivery

· Attracting more research – and more researchers – to the area

· Ensuring workforce development is a key component of business investment
· Driving economic activity rates to even higher levels.
A Greener Highlands & Islands
· Growing rural communities – more people, better environmental stewardship

· Expanding renewable energy supply chain and generation

· Ensuring the success of the European Marine Energy Centre (EMEC) in Orkney and the resultant development of marine energy generation capacity
· Establishing the Community Energy Company as a driver of energy innovation across rural Scotland
· Driving towards low carbon economies

· Undertaking Sustainable Development in practice.
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Competitiveness and Building Sustainable Growth in the Highlands & Islands
The competitiveness of the region has improved massively over where it was a generation ago.   Regional and local competitiveness are essential to Building Sustainable Growth in the Highlands & Islands.  Mapped against the characteristics of a highly-competitive rural region, the Highlands & Islands still has more to do, notably in:
· diversifying the economy into higher value sectors
· turning round the fortunes of the most fragile communities
· achieving an outstanding University of the Highlands & Islands.
Our local economies have varying degrees of competitiveness and we have to ensure that their individual barriers to growth are understood and tackled.   Nevertheless, as a region, the Highlands & Islands makes an important and growing contribution to national economic growth and through improving its competitiveness – the ability to compete for ideas, investment and people – can go much further still.
Willy Roe
Chair, Highlands & Islands Enterprise
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