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___         10 March 2020 
 
 
Dear Michelle, 
 
Scottish Government Budget for 2020/21 
 
I would like to welcome you to your new role as Convener and also to thank the Committee 
for the opportunity to discuss the Finance, Economy and Fair Work portfolio chapter of the 
Scottish Budget at my Committee appearance on Tuesday 18 February.  The Committee 
followed up in writing on areas not covered at the session including: 
 

 whether there is evidence to support the figures provided within the Scottish 
Enterprise’s 2010-13 Business Plan, where it estimated operational spend on 2010-11 
of £226 million could lead to a cumulative net additional GVA of £2 billion over the 
next tens years and clarity on the policy interventions that were aggregated to create 
the forecast of additional GVA of £2 billion; and 

 what has been allocated in the 2020-21 Budget for Brexit support for businesses. 
 

In addition, I agreed to follow up in writing on two points raised at the Committee session 
including: 
 

 providing the Committee with an update on the current status of the SNIB derogation 
required from HM Treasury; and 

 to set out what plans the Scottish Governmnet has to cover SNIB funding if financial 
transactions money is not forthcoming. 

 
Responses to all these questions are included within the attached annex. 
  
 
 
 
 
 
 
 

JAMIE HEPBURN 



 

 
 

Annex A 
 
Committee Question 

1. Whether there is eveidence to support the figures provided within Scottish 
Enterprise’s 2010-13 Business Plan, where it estimated operational spend on 
2010-11 of £226 million could lead to a cumulative net additional GVA of £2 
billion over the next tens years.  It would also be helpful if you could provide 
the Committee with detailed figures (forecast and updated actuals) on the 
policy interventions that were aggregated to create forecast of net additional 
GVA of £2bn. 

 
Scottish Government Response 
 

2. The Scottish Enterprise Economic Impact Model uses an agreed, robust and 
consistent methodology that follows HM Treasury economic impact guidelines. Also, 
Scottish Government economists are included on the steering panel of major 
evaluations as well as other agencies such as Highlands and Islands Enterprise or 
Skills Development Scotland, as appropriate. 

 
3. The model that was used for the 2010-13 was based on over 70 evidence sources, 

and was based on 2010/11 investment. This estimated a potential cumulative 
economic impact of £2bn GVA, or £8.80 GVA for every £1 of SE investment. 

 
4. It is not practical to specifically monitor the impacts of one year Business Plan 

investment over a ten year period, so SE updates its evidence base regularly through 
a rolling programme of evaluations and appraisals to assess ongoing impact and 
effectiveness of investment. For example, the recent evaluation of support to attract 
inward investment estimated that SE activity delivered a GVA to SE investment ratio 
of between £9 - £15 to £1 (over a 5 to 7 year period), and support to help businesses 
export delivered a GVA to SE investment ratio of £4-£6 to £1 (over a 4 to 7 year 
period).  

 
5. Other recent evaluation examples which demonstrate performance in specific 

areas  include an evaluation of support to SE Account Managed companies which 
reported a £8 GVA return for every £1 SE investment; results from an economic 
impact assessment of Regional Selective Assistance grants suggests a GVA return of 
between £8 and £16 for every £1 of investment; and the 2018 evaluation of SE’s 
Scottish Co-Investment Fund and Scottish Venture Fund reported a £6 GVA return for 
every £1 investment.  

 
Committee Question 

6. What has been allocated in the 2020-21 Budget for Brexit support for 
businesses. 

 
Scottish Government Response 
 

7. All consequentials for 2020-21, including those received for EU Exit, have been 
absorbed into the overall Scottish Budget.   While we will continue to prepare for 
leaving the EU as best we can with the resources we have, e will not be able to 
mitigate all of the impacts completely. 

 



 

8. The 2020-21 Scottish Budget is prepared on the assumption that there must be no 
detriment to the Scottish Budget as a result of the UK’s exit from the EU; this includes 
full replacement of lost EU funding. If circumstances change, we may need to 
reconsider our in-year spending plans to meet any immediate priorities.  

 
9. Scotland’s enterprise and skills agencies continue to work with businesses in 

Scotland to support them to actively prepare for changes taking place following the 
Brexit transition period and indeed this support is mainstreamed across our agencies.  
It is also reflected in our Enterprise bodies operational plans which they update each 
spring outlining their priorities for the coming year. 

 
10.   Up-to-date advice and support is available on the ‘prepare for brexit.scot website -  

https://www.prepareforbrexit.scot/ 
 
11. It remains very unclear what Scotland’s trading relationship with the EU and other 

countries will look like following the transition period.  Businesses are at different 
stages of their preparations and the Scottish Government is working closely with our 
enterprise and skills agencies to ensure that businesses can continue to access the 
advice and support they need. 

 
Committee Question 

12. The Committee asked for an update on the current status of the SNIB 
derogation required from HM Treasury SG Response. 

 
13. The Cabinet Secretary for Finance, Kate Forbes MSP, has sought discussions with 

the new Chief Secretary, Stephen Barclay MP, in advance of the UK Budget on 11 
March.   Arrangements for a dispensation for the Bank are increasingly linked to wider 
discussions between the Scottish Government and HM Treasury about the Fiscal 
Framework, which will be reviewed following the completion of an independent report 
by the end of 2021.  The Bank’s updated operational plans and revised financial 
modelling (the previous Cabinet Secretary wrote to the Committee about this prior to 
Stage 3 of the Scottish National Investment Bank Bill) provide a platform to establish 
and test an approach to derogation with HM Treasury, with a view to agreeing an in-
principle approach ahead of the review in 2021. 

 
14. If it is not possible to arrange a dispensation with HM Treasury as planned, before the 

Bank is formally operational later in 2020, then the Bank could operate without it in its 
initial years on the same basis as other public bodies. This would mean utilising the 
Scotland Reserve and the Bank maximising its deployment of all the capital that is 
allocated to it in that year’s budget settlement.  

 
Committee Question 

15. To ask the Scottish Government to set out what plans it has to cover SNIB 
funding if financial transactions money is not forthcoming. 

 
16. Financial Transactions (FTs) are available to at least March 2021. The 2020-21 draft 

budget provides £250 million in FTs for pre-Bank investment next year, through the 
Building Scotland Fund (£30 million) and other pre-cursor investment (£220 million).   
FT availability beyond March 2021 is expected to be confirmed in the UK Budget on 
11 March and in the spending review which is anticipated later this year.    

 
17. If no additional FTs are available from the UK Government after March 2021 other 

sources of capital will need to deployed in order to complete capitalisation of the 

https://www.prepareforbrexit.scot/


 

Bank.  This could include recycling existing financial transactions from existing 
investments that are returned to the Scottish Government, providing the Bank with 
traditional capital, or using the Scottish Government’s borrowing powers.  Decisions 
about the precise mix and source of capital that will deliver the balance of the £2 
billion for the Bank will be made in light of future budget settlements and other calls on 
the Scottish Government’s capital programme. 


