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Pre-budget 2020-21 Scrutiny: Enterprise Agency Financial Support  
 

 

Introduction 

 

Highlands and Islands Enterprise (HIE) welcomes the opportunity to address the questions set out 

by the Economy, Energy and Fair Work Committee on financial assistance over the last five years.   

 

The information presented covers grant-in-aid approvals for businesses and social enterprises 

over the last 5 years from 1st of April 2014 to the 31st of March 2019 with the spend associated 

with those approvals taken from data available up to the 26th of July 2019.  

 

 

Analysis 

 

From 2014-2019, HIE committed £123.6m in financial assistance (grants and loans) to 810 distinct 

clients.  To date, £89.3m has been drawn down: 

 

Table 1 

Financial Assistance Committed 2014-2019 

 2014-15 2015-16 2016-17 2017-18 2018-19 

 

2019-20 Total 

Committed  £42.1m £12.5m £18.7m £23.5m £26.8m 

 

 £123.6m 

 

Table 2 

Financial Assistance Drawn Down 2014-2019 

 2014-15 2015-16 2016-17 2017-18 2018-19 

 

2019-20 Total 

Drawn Down* £8.1m £15.6m £20.3m £24.5m £16.7m 

 

£4.1m  £89.3m 

* Drawn down up to 26 July 2019 

Note: Drawn down figures relate only to the amount drawn down against financial assistance approved 

from 2014-2019 and not against any earlier approvals. 

 

 

A further £28.7m is planned to be drawn down up to 2022-23 for projects committed in the 

reference period.   The remainder of the commitment of £5.6m relates to underspends on 

completed projects.  

 

In relation to the grants approved in this period (as shown under “committed” in Table 1), £7.5k 

was written off and £54.4k was clawed back.  However, there was £7.7m written off between 

2014-2019 relating to financial assistance approved before this period.  Write offs are due to a 

variety of reasons with the majority relating to the liquidation, dissolution or sale of a company.  



 

2 

 

 
Sectoral and Size Breakdown  

 

The sectoral breakdown for the clients in receipt of financial assistance, split by both 

commitment and funding drawn down over the reference period, can be seen in table 3 below. 

 

Table 3 

 

Committed 2014 - 19 by Sector Drawn Down 2014 to 2019* By Sector 

Technology and advanced engineering £35,129,500 Technology and advanced engineering £23,143,232 

Tourism £20,216,770 Tourism £16,483,221 

Energy £15,953,799 Energy £11,768,261 

Life Sciences £12,280,812 Food and Drink £8,677,498 

Food and Drink £10,637,540 Life Sciences £6,953,636 

Other - Social Enterprise £9,106,117 Other - Social Enterprise £6,952,692 

Creative Industries £8,496,824 Creative Industries £5,517,026 

Finance and Business Services £6,183,996 Finance and Business Services £4,883,764 

Arts, Culture and Heritage £1,153,441 Arts, Culture and Heritage £999,705 

Community Amenities £948,968 Community Amenities £886,184 

Transport £810,806 Transport £727,241 

Land and Estate Management £1,399,927 Land and Estate Management £1,307,377 

Sports and Leisure £452,522 Education, Training and Employment £277,969 

Education, Training and Employment £303,364 Sports and Leisure £241,264 

Housing £232,187 Housing £205,837 

Multiple Growth Sectors £175,105 Multiple Growth Sectors £173,267 

Environment and Recycling £70,000 Environment and Recycling £69,916 

Health and Social Care £17,000 Health and Social Care £17,000 

Total £123,568,678 Total £89,285,090 

* Drawn down up to 26 July 2019 

 

 

The majority of financial assistance has been awarded to micro and small enterprises, reflecting 

the nature of the business base in the region: 

 

Table 4 

Size Band  Committed Drawn Down Clients  

Micro £41.4m £30.2m 559 

Small £40.8m £25.4m 166 

Medium £35.5m £29.8m 69 

Large £5.9m £3.9m 16 

Total £123.6m £89.3m 810 
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Milestones and Retentions 

 

Milestones and retentions are commonly applied to financial assistance where evidence of 

progress is necessary to trigger off future payments e.g. provision of progress reports, completion 

of phased construction works and contract evidence.  The application of milestones and 

retentions depends on the nature of the investment and can result from recommendations 

following the due diligence process.  More specific milestones can be applied to research and 

development investments where payments are often released in agreed stages and can relate to 

the completion of relevant studies, product or process testing and market assessments.   

 

Failed Applications 

 

HIE applies a thorough appraisal process both prior to and post a formal application having been 

received; this includes working with our account managed clients to develop projects and the 

most appropriate funding options.  As such, some projects or requests for assistance do not 

proceed to the next stage of the process (formal application).  In such cases, there is no “formal” 

rejection therefore noted on our system.  It is unusual for an application to be formally rejected 

by the HIE Board (for projects of £2m or more) or other relevant approval authority, as only 

applications which have passed intensive due diligence proceed for formal approval.  Applications 

can require further development following initial consideration by the approval authority - 

usually for additional information or due diligence.  In this reference period, one application was 

formally rejected due to lack of evidence that a loan could be repaid and insufficient security if 

the company defaulted on the loan.  

 
 
Establishing that jobs are created/saved as a direct result of spending  
 

Please refer to the annex on appraisal and evaluation. 
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Annex -  Appraisal, Monitoring and Evaluation of Financial Assistance 

 
PROJECT APPRAISAL 

 

Strategic Case for Investment 

Policies, programmes and projects undertaken or supported by HIE are subject to robust appraisal.  

Whilst the same principles are applied across all projects, proportionality is considered to 

determine the level of assessment and detail required.  Judgement is essential in interpreting the 

opportunity presented and the strength of the proposition. Good appraisal leads to better decision 

making and value for money. 

 

The appraisal starts with consideration of the rationale for intervention – the Strategic Case.  This 

means identifying how a proposed project would contribute to Scotland’s Economic Strategy and 

National Outcomes and how it fits with HIE’s Operating Plan priorities. 

 

 
 

The first stage of appraisal is the preparation of an Initial Strategic Assessment (project brief) to 

consider whether the opportunity or idea is appropriate for further development and appraisal.  If 

agreed, a more detailed assessment is undertaken.  Projects considered to be ineligible for support, 

or those offering a low level of return are turned away at this early stage.  This ensures that full 

appraisal is carried out for projects that are likely to receive support, subject to due diligence.   

 

Staff appraising proposals are supported by a combination of formal and on the job training, 

mentoring and peer review, specialist and technical expertise (e.g. State Aid, technical and market 

assessments) and account team working where appropriate. 

 

HIE’s established financial delegated authority levels are designed to reflect a requirement for 

responsiveness, value and the level of risk involved.  Smaller and more straightforward projects are 
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often approved at local level whilst high value, novel or contentious projects are dealt with by the 

HIE Board.  Delegated authority limits are:  Director - £500k; Leadership Team - £2m; HIE Board 

>£2m.  Cases with HIE investment of >£5m are notified to Scottish Government. 

 

Economic Impact  

Consideration of the economic impact of a project is an essential part of appraisal and informs the 

decision on whether to proceed with funding and to understand the economic benefits a project 

or programme will bring to the local area and wider economy (regional and national). The EIA 

(Economic Impact Assessment) is also useful to guide a project’s scope and development e.g. to 

consider options for how a project should best be delivered to bring about the greatest benefit.  A 

usual juncture to undertake the EIA is once the Initial Strategic Assessment is approved and the 

project can proceed to due diligence, but even earlier if the project is large, complex or to be 

delivered over a long timeframe. Each EIA requires a tailored approach, dependent on the project 

at hand – whether it be a business development case, a long-term infrastructure project or a social 

enterprise. 

 

Financial intervention thresholds determine the level of impact assessment undertaken.  For 

projects under £250k, the assessment is carried out by the project officer or account manager.  For 

projects between £250-500k, the EIA is undertaken by HIE’s Economist and for projects over £500k, 

specialist consultancy is procured through HIE’s Research and Support (RAS) Framework.   

 

The EIA will consider displacement and additionality.  Displacement is generally assessed across 

three levels of geography – local, regional and national and extended to cover the UK or European 

markets if appropriate. The appraisal considers where displacement may occur in the 

product/service market in which the applicant operates alongside implications for the labour 

market. When assessing additionality, HIE looks to understand the change in the economy brought 

about by our intervention and if the project outcomes are full, partial or non-additional. A range of 

factors are considered: requested funding as a proportion of total project costs; the extent to which 

other funding sources have been considered; and the applicant’s own financial resources and their 

perception of risk to fully fund the project.   Appraisals are based on the best available information 

and would normally include the approved project brief, financial projections and due diligence 

reports, market intelligence and competitor analysis and discussion with the applicant themselves 

where appropriate. 
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People Impact Assessment 

HIE’s people impact assessments enable us to identify the potential impact of our interventions 

and plan ways in which we can maximise positive and mitigate negative impact. For example, the 

gathering, analysis and use of programme participant data by equality characteristics determines 

whether we are reaching the full range of people who can benefit from our interventions.  

 

Measurement and Attribution of Impact 

Following the impact assessment, a key task is to finalise the selection of outcome and output 

indicators and the estimated benefits that are expected to be achieved from HIE’s investment.  

Anticipated benefits are recorded in HIE’s Management System.  HIE’s measurement framework 

comprises a wide range of indicators reflecting our broad remit.  Primary measures for business 

growth activity include job creation and retention and turnover.  Wage levels are an important 

consideration in jobs supported by HIE.   

 

Quantification of project benefits directly attributed to HIE’s involvement in a project is a 

fundamental part of the appraisal process enabling an assessment of the expected return on 

investment and resultant value for money.  The assessment of attributed benefits requires a 

degree of judgement and can only be made on a project by project basis, based on knowledge of 

the client, the assistance provided over time and wider local conditions.   Consideration also needs 

to be given to the counterfactual position.  There are cases where HIE’s involvement is critical, 

when it can be assumed that without this support, the project would not have happened.  In such 

cases, all project benefits can be attributed to HIE.  More often, it is recognised that without 

support form HIE, the project would have proceeded in some shape or form, perhaps at a reduced 

scale or over a longer time frame.  This is recorded as the ‘base case’.  Net attributable impacts in 

such cases are the difference between the base case and the forecast position. 

 

The full impacts of a project can extend beyond standard, quantifiable measures of impact, 

especially in the longer-term. HIE, as an agency promoting sustainable inclusive growth, is 

interested in assessing wider impacts, for example: opportunities for business spin-offs; 

commercialisation of research; strengthened supply chains; population retention or attraction; or 

community confidence.  These benefits can be important outcomes for HIE and in many cases they 

are fundamental to our rationale for support.    

 

HIE’s systems capture forecast outputs and outcomes of individual interventions, typically three 

years from the date of approval and implementation of the project. Through our account 

management process, wider project management and review and evaluation, we make every 

effort to capture the ‘actual’ position.  This includes the actual breakdown of jobs supported and 

the associated wage levels.   

 

Measures alone do not convey the relative impact of interventions in different geographic areas or 

among groups that are under-represented or facing disadvantage in social or economic terms and 

therefore do not represent the extent to which investments contribute to inclusive growth.  To 

address this gap, HIE is developing a model through which individual investment options can be 

compared not only in terms of their economic benefit but also in terms of their contribution to 

inclusive growth.   
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MONITORING AND EVALUATION 

 

HIE engages in evaluation of large scale investments and the design and delivery of its programmes 

and services and these are undertaken by independent consultants.  As well as assessing 

performance, the commissions include a forward-looking component to inform future investment, 

design and implementation decisions.  Evaluation activity varies in nature and purpose insofar as 

some are formative and used to test the validity of new or novel approaches, some are interim, 

gauging progress against intent and therefore used to inform changes in delivery or scope and 

others are full impact evaluations upon culmination of a programme or initiative.  This work is a 

vital component of HIE’s evidence base for future investment decisions. 

 

Over the last five years, HIE commissioned two large thematic evaluations to review our support 

to Account Managed Businesses and Community Led Development.  These holistic studies covered 

extended time periods and were an important and independent assessment of the ongoing validity 

of fundamental aspects of HIE’s approach.  Both studies endorsed HIE’s priorities and the 

methodologies used but also provided recommendations to enhance efficiency and effectiveness.  

Evaluations and reviews were also carried out in relation to key programmes including 

Entrepreneurship, Innovation, International and Scotland Can Do SCALE.  An interim review of one 

of HIE’s largest infrastructure projects, Inverness Campus, informed the strategic direction of the 

project in terms of ongoing and planned delivery.  Now in its implementation phase, the facility is 

attracting new employers to the region and creating higher value jobs in growth sectors of the 

economy. 

 

Benefits Realisation/Impact Measurement 

Given the increasing number of large, complex and long-term projects within HIE’s portfolio, we 

are refreshing our approach to benefits realisation and impact measurement.  To ensure a 

consistent approach, the delivery of each transformational project will be supported by a benefits 

realisation and risk management plan.  The benefits realisation process aims to make sure that 

desired outputs and outcomes from HIE’s investments have been clearly defined, are measurable, 

and that the processes and activities through which they will be delivered are understood, owned 

and time-bound.  The risk management plan will include those risks that may impact on the 

attainment of priority outputs and outcomes for HIE.  These plans will be living documents, 

specifically designed to support the individual projects, providing a practical tool for programme 

and project management as well as a key source of information for corporate reporting. 

 

In addition, we are piloting an approach to measurement to capture the long-term gains that result 

from investment in community assets and sectoral/business infrastructure.  This approach will be 

applied to projects where HIE’s engagement is longer-term and our investment is effectively a 

catalyst for further generated development.  This includes community assets which provide a 

valuable income stream and change the stock of productive, human, social and natural capital that 

is available in an area.  Similarly, investment in sectoral infrastructure can lead to cluster 

development and new economic opportunities which can be essential to sustaining vibrant 

communities across our region. 

 


