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OPTIMISM, PROSPECTS AND PERFORMANCE

Confidence in the Scottish economy fell this wave, with a third of businesses saying their confidence had
decreased. Net confidence* was -23, the lowest recorded since July/August 2016.

However around two thirds were confident about the Highlands and Islands economy in the next 12 months.

Most businesses were once again positive about their own performance and optimistic about their future prospects.
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FUTURE RISKS AND OPPORTUNITIES

Top 5 risks facing businesses Top 5 opportunities for businesses

Increased costs _ Loyal customer base

Wider political uncertainty _
Brexit _ Investment in the business

Poor transport links _ Existing skill in workforce
Increased competition -

W Large extent W Some extent ® Small extent W Large extent M Some extent " Small extent
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Increased demand %

>

New products/services

FUTURE PRIORITIES AND SUPPORT REQUIRED

Unprompted, 26% said they did not need
any support to plan ahead.

For those that did require support (top 4 suggestions):
22% i
o 3

Main business priorities for next year or two (top 5) “

Grow/ Carryon Increase  Survive/  Maintain/ Financial ~ More clarity/ More clarity/ Support
expapd the asweare  profit/ keep going imprgve support/ certainty certainty from
business turnover quality funding around around the  Government
standards Brexit economy

M IpSOS MORI *The net figure is the difference between ‘increased’ and ‘decreased’ levels of confidence




BUSINESS VALUES

What values would you say are most
important to your business? (top 5)

l‘ 96% Producing quality goods/services
% 93% Having a good work life balance
@ 93% Contributing to local community
ié!) 86% Strong financial performance
.(_\3‘ 85% Future legacy of the business

GROWTH ASPIRATIONS

56% aspired to future growth

<

Striving for growth in
the future

Content with current level
of performance

Want to downsize in the
future

More likely to aspire to grow

+ Large businesses (25+ staff)

* HIE account managed

* Those optimistic about future

CHARACTERISTICS OF GROWTH

Growth characteristics most relevant to businesses

Continuous improvement

COMPETITIVE ADVANTAGE

Aspects that give businesses a competitive advantage
(top 6)

96%

Quality of product/service

Reputation of the brand 93%

92%

Quality of customer service

92%

Loyalty of our customers

82%

Skilled workforce

71%

Location

- GROWTH EXPECTATIONS
o

- 43%
E EE We anticipate...

Growth Staying the
same

expected growth in the
next year or two

7%
—

Contraction

More likely to anticipate growth
+ Large businesses (25+ staff)
* HIE account managed

. ACTIONS TO IMPROVE
. COMPETITIVE POSITION

94% had taken action in last 12 months to

improve their competitive position

e  84%
_
_
_
_
_
—
_
 [55%)
—22%

Increased profit

Increased customer base
Increased turnover

Performing better than competitors
Keeping pace with new technology
Innovating

Increased market share

Operating in new/more markets
Increase no. of employees

New or bigger premises

Actions taken/planned (top 5)

Analysing data to help 66%

inform decision making 73%
Investment in premises or 66%
equipment 63%
Adapting business models 64%
& working practices 71%
Promoting staff welfare & 60%
wellbeing 66%
Collaboration with other 58%
businesses 63%

B Action taken in last 12 months
B Action likely to take in next 12 months



USE OF NEW APPROACHES/TECHNOLOGIES

Of the new approaches they were asked about, businesses were most likely to have used digital technologies, least
likely to have used artificial intelligence, and be most likely to adopt low carbon technology in the future.

Digital
technologies

B % Currently using

Automation of

processes

)G«

Low carbon
technology
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Artificial
intelligence
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Collaborative
economy

D

13

25

% Not using but likely to B % Not using and unlikely to B % Not aware of

BARRIERS TO ADOPTING NEW
APPROACHES/TECHNOLOGIES

Barriers to adopting new approaches (top 5)

Cost of acquiring new
technology

Lack of time
Lack of knowledge/skills

Access to equipment

Ability to keep pace with new
developments

I
I -
B 23
B 2
B s

Barriers more common in certain sectors:

*  Food & drink - cost of acquiring new technology
* Financial & business services - lack of time

*  Tourism - lack of knowledge/skills

COLLABORATION

LR 67% were collaborating with/likely
to collaborate with other businesses

Ways businesses were collaborating

Networking to identify new
opportunities

Sub-contracting to sole-traders

Working in equal partnership
with another organisation
Freelancing within an
organisation
Sub-contracting to large
organisations

I -
I o
- o
.
B 3%

Top 4 benefits of collaboration

87% 83%
Share ideas Improve our
and best competitive
practice advantage

80% 76%
Develop our = Reach new
product or customer

service base

Less common benefits were: saving time (67%), lowering
costs (65%), using additional equipment/premises (63%)
filling skills gaps (60%) and staff shortages (45%).

INTERNATIONAL TRADE

34% traded internationally, while 50%
only traded in Scotland

Q7%

80%

48%

34%
. 13% R
Scotland Outside Scotland Outside UK

but within UK (rUK)

M Current markets M Markets most sales are made in

International businesses were more likely to be:
* Businesses with 11+ staff

* Tourism and creative industries sectors

* HIE account managed

More than 2 in 10 of those that only traded in

Scotland were unlikely to start trading elsewhere

Reasons for being unlikely to trade internationally (top 3)

45%
23%
. 14%
Product/service Happy trading in No demand

not appropriate current markets  outside of UK

for export

Food & drink and small businesses (0-4 staff) were more
likely to say they were happy trading in current markets

A majority (81%) expect their sales to
increase in at least one of their markets:

56% in Scotland, 13% in rUK, 12% outside of UK.
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RELATIONSHIP WITH THE EU
The Single Market and free movement of people /9%  86%

were again viewed as more important to the 55% 41% | |umepEs Sl
. . o Market
economy overall than to their own business. -

This wave saw an increase in the proportion seeing I TR Free movement
each aspect as important to the economy (Single Importfamt to mportant to lT of people across
Market up from 74% in previous wave; free my business economy overa the EU
movement up from 82%).

BREXIT: RISKS AND OPPORTUNITIES BREXIT: PLANNING AHEAD

Risks posed by Brexit to their business EE Do you have a plan in place to help

Change in regulatory environment your business prepare for Brexit?
Yes 17%
Change in funding policy o 56%
Changi t ket No 76%
anging access to marrets o,
within EU
O,
1o 20%
Loss of common product 3%
standards o — .
Less investment in innovation Yes, we have Yes, we have No, butwe No, and we
) aformal aninformal recognise we don't
Complexity of customs processes place in place plan in place need to have anticipate
one having to
Increased domestic competition
Changing access to markets More likely to have a plan in place:
outside EU + Larger businesses (25+ staff)
Loss of skilled labour * Financial & business services
» HIE account managed
Risks higher than average among: *  Employers of non-UK EU nationals
Food & drink businesses Large businesses (25+ staff)
*  export tariffs (73%) + import tariffs (68%) “ Those whose confidence in the economy
* changingaccess toEU - loss of skilled labour (44%) had decreased and who had struggled in
markets (70%) .
- change in funding policy the last year were more likely to have a
(70%) plan in place

+ import tariffs (67%)

Actions taken to plan ahead (top 5)

o felt Brexit presented no Minimsing our debt _47%
opportunities for their
6 ]_ /O PP Developing skills within _ e
business the workforce °
Targeting new domestic _ 309
However, 20% did suggest potential markets ’
opportunities, including: Preparing to deal with new 30%
customs procedures °
Access to new global markets (5%)
Changing investment - 23%
Increased demand for local products (4%) plans °
Simplified regulatory environment (3%) Base: All that had made plans or anticipated having to (617)

NOTES: Survey fieldwork was conducted between 29" September and 315t October 2018, using telephone interviewing. In total
1,001 businesses and social enterprises participated. For more detail visitwww.hie.co.uk/business-panel. Findings are weighted
to ensure a representative sample of the regional business base. 4




