
FOREWORD
This short report sits within Driving Growth: Innovation and Sustainability in Scotland, a series exploring where 
Scotland’s next wave of economic growth could come from, and what practical steps might unlock it. It focuses 
on Edinburgh’s role as Scotland’s engine of growth, the constraints that could limit the city’s momentum, and 
the emerging opportunity (and risk) posed by artificial intelligence.

In our latest podcast in partnership with Deloitte, we discuss the opportunities and threats facing the 
Edinburgh economy, and how they are changing as AI is adopted across the economy. 
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The Edinburgh economy – Scotland’s engine of growth

Edinburgh has long been the powerhouse of Scotland’s economy. Today, its growth is not only accelerating in 
its own right, but it is also pulling further ahead of every other city, widening the gap with the rest of the 
country.

The city has firmly established itself as the key driver of Scottish output. Gross value added (GVA) per head, 
a key population-weighted measure of productivity, is higher in the capital than anywhere else in the 
country, and the gap with other Scottish cities has never been wider. In 2023, Edinburgh and Manchester 
were the only cities outside London to rank in the UK’s top ten for GVA per head - and, remarkably, 
Edinburgh overtook London itself for the first time.

This reflects not only the city’s dominance in high-value sectors such as finance, technology and professional 
services, but also its role as a commuter hub: daily inflows of workers boost the city’s overall GVA, while 
resident-based measures confirm that productivity among those living in the capital is already strong. 
According to ONS data, around 62% of Edinburgh’s jobs are in managerial, professional or associate 
professional roles, compared with 48% across Scotland and 53% across the UK. Edinburgh is not just adding 
jobs but creating the kind of high-skill work that underpins long-term productivity and higher wages.

Not only does Edinburgh specialise in high-skill work, but it has also been adding jobs at a faster rate than 
the rest of Scotland. Post-pandemic ONS figures show the labour market outperforming the rest of the 
country: Edinburgh and East Lothian record the highest eight-year average annual employment growth rates 
in Scotland, at 2.1% and 1.9% respectively, with Midlothian also positive at 0.6%. By contrast, many other 
areas, including Dundee and Aberdeen, have seen only modest gains, while Glasgow has slipped slightly, 
with a 0.2% decline.
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The latest ONS Annual Survey of Hours and Earnings (ASHE) underscores the strength of Edinburgh’s labour 
market. The capital now records the highest median weekly pay of any Scottish local authority, with wage 
growth to 2024 well ahead of Aberdeen City, historically the benchmark for high wages. The latest population 
estimates highlight the pull of Edinburgh and the surrounding Lothians, which together recorded some of the 
fastest growth in Scotland between mid-2023 and mid-2024. Only Glasgow City grew more quickly, but across 
much of the West, population growth remained muted. 

The demographics reveal even more. Between 2014 and 2024, Edinburgh and the Lothians, as well as Glasgow, 
all saw a significant increase in people aged 16–64, while most council areas saw a decline in their working-age 
population. These areas also experienced modest increases in their 0–15 population, bucking the national 
decline, alongside substantial rises in the over-65 group - inevitable in an ageing country. Overall, population 
levels are projected to continue to rise.

Population projections often become self-fulfilling: councils use them to shape decisions on housing, transport 
and public services. In Edinburgh, the pressure is already mounting. The city declared a housing emergency in 
late 2023, with 5,000 households in temporary accommodation and demand exceeding supply. Its Housing 
Emergency Action Plan points to the council’s Strategic Housing Investment Plan, which estimates that more 
than 9,500 additional affordable homes will be needed by 2029 to keep pace with projected population 
growth.

Taking a backward look at new build completions in Edinburgh and the Lothians offers little encouragement: 
the combined total from 2017 to 2024 is only around 3,300 homes. Even with additional funding now pledged, 
a nationwide skills shortage in construction, as identified by Skills Development Scotland, threatens to place 
yet another obstacle in the way of delivery.

And so, tackling the potential supply constraints which threaten to compromise Edinburgh’s continued 
economic growth is the challenge facing local policymakers, but the capital’s prospects remain strong. A young 
and expanding working-age population gives it a demographic advantage, while its occupational mix and 
global connectivity leave it well placed to continue leading Scotland’s productivity growth. The surrounding 
Lothians look set to reinforce this momentum, providing both a growing workforce and the space for new 
housing that the city itself struggles to accommodate. But capacity could now prove critical. Without faster 
housing delivery, the population increase could manifest itself in higher prices and congestion, as opposed to 
additional growth. Tackling this bottleneck is the pressing challenge for Edinburgh.

Are other areas being left behind?

With a nationwide housing emergency now declared, however, Edinburgh is not unique in its struggles - and 
Glasgow, among others, faces pressing needs of its own. Therein lies the conundrum at the national level. 
Should Scotland double down on its most productive city, backing Edinburgh to fulfil its potential, or seek a 
more even balance of growth across the country?

Edinburgh’s role as a global hub must be balanced by Glasgow’s ability to act as a genuine counterweight. 
Achieving that will require more than housing alone: sustained investment in transport, skills and economic 
diversification is essential. The real challenge for policymakers is to give the capital the capacity to keep firing 
on all cylinders while ensuring Glasgow and the rest of the country are not left behind. This is less about 
choosing winners than about building a future in which both of Scotland’s great cities can thrive.
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Artificial Intelligence – Edinburgh’s Opportunity?

Economies across the world are looking to AI to revolutionise the economy: will this be the answer to the 
sluggish productivity growth we have seen in many advanced economies over the past twenty years? In 
particular, the agglomeration provided by cities – around centres of learning and research, with relatively 
young and highly educated populations – could provide the right environment for innovation in AI to flourish. 
This is the subject of a report by Deloitte, AI-powered Cities of the Future. The report benchmarks how cities 
around the world are adopting and preparing to use AI, and to translate those findings into practical guidance 
for city leaders. The research surveys 250 cities and examines how they are deploying different forms of AI, 
including both established approaches and newer generative and agentic applications. It is designed as a 
roadmap: it pulls together what the study identifies as effective practices, and sets out how cities can build the 
capabilities, governance and underlying foundations needed to become more “AI-powered.” The report frames 
this through six city domains, covering government operations; safety and resilience; living, health and trust; 
mobility; infrastructure; and environment and sustainability.

A central feature of the report is its maturity model, which is used to compare cities’ progress. Cities are 
assessed across four pillars: how extensively they are using AI (including generative AI), how broadly AI is 
applied across the six domains, the strength of responsible-AI controls, and whether the city has the 
future-ready foundations (data, skills, operating model and enabling infrastructure) to scale AI successfully. 
Based on these measures, the report groups cities into AI leaders, advancers and adopters, and then uses 
differences between these groups to highlight which policies and implementation choices tend to distinguish 
the leading cities.

Interestingly, the only city in the UK that is classified as an “AI leader” is Edinburgh. Specifically,  Edinburgh is a 
leader in the “Living, health, and trust” domain as one of the surveyed cities that are advanced in applying AI 
to living and health. In the report’s framing, that domain relates to improving resident experience and 
wellbeing, often through AI-enabled service interactions and better use of data to target and improve 
outcomes. This chimes well with the strength of Edinburgh University, which styles itself (for good reason) as 
the birthplace of AI in Europe, because it had one of the earliest formal, dedicated AI research efforts on the 
continent, starting in the early 1960s, and it rapidly became an institutional home for the field. In the 
University’s own history, it traces Edinburgh’s AI origins to a small research group set up in 1963 by Donald 
Michie, motivated by the idea that machines could “think and learn.”

However, many of the economic strengths that Edinburgh has, particularly the high productivity sectors in 
finance and professional services, also could be perceived as under threat from the widespread adoption of AI. 
For example, a report by the Tony Blair Institute highlighted Banking and Finance as the sector that has the 
potential for the greatest proportion of tasks that could be assisted by AI. They estimate this could lead to 30% 
time savings which could translate into around 7- 8% contraction in employment in this sector. 

Taken together, the evidence points to a city with unusually strong foundations for AI-led growth, but also one 
facing real capacity pressures and potential disruption in some of its most productive sectors. Edinburgh’s 
challenge is to turn its research strength and “AI leader” positioning into broad-based gains in living standards 
and service quality, while managing the transition in finance and professional services so that time-savings 
become higher output and better jobs rather than a simple reduction in employment. 


