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17th Meeting, 2019 (Session 5)

 
Tuesday 21 May 2019

 
The Committee will meet at 9.45 am in the David Livingstone Room (CR6).
 
1. Decision on taking business in private: The Committee will decide whether to

take item 3, 4, 5 and 6 in private.
 
2. Scottish National Investment Bank Bill: The Committee will take evidence on

the Bill at Stage 1 from—
 

Professor Lynne Cadenhead, Chair, Women's Enterprise Scotland;
 
Linda Hanna, Managing Director of Scottish Economic Development,
Scottish Enterprise;
 
David Alexander, Chief Executive and Co-Founder, Mydex CIC;
 

and then from—
 

Matt Lancashire, Director of Policy and Public Affairs, SCDI;
 
Flora Hamilton, Director, Financial Services, CBI;
 
Helen Martin, Assistant General Secretary, Scottish Trades Union
Congress.
 

3. Scottish National Investment Bank Bill: The Committee will consider the
evidence heard at today's meeting.

 
4. Annual report: The Committee will consider a draft annual report for the

parliamentary year from 9 May 2018 to 8 May 2019.
 
5. Work programme: The Committee will consider its work programme.
 
6. Economic Data: The Committee will consider follow up work in relation to its



EEFW/S5/19/17/A

economic data inquiry.
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The papers for this meeting are as follows—
 
Agenda Item 2  

PRIVATE PAPER EEFW/S5/19/17/1 (P)

Written Submission EEFW/S5/19/17/2

Agenda Item 4  

PRIVATE PAPER EEFW/S5/19/17/3 (P)

Agenda Item 5  

PRIVATE PAPER EEFW/S5/19/17/4 (P)

Agenda Item 6  

PRIVATE PAPER EEFW/S5/19/17/5 (P)
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTTISH NATIONAL INVESTMENT BANK  

SUBMISSION FROM Alan Mitchell, Chairman, Mydex Community Interest Company 

 

1. What are the advantages or otherwise in establishing the Bank as a public 
limited company? 

 
We see two parts to this question: 

 What are the advantages or otherwise in establishing the Bank … 
 … as a public limited company 

We think there are immense advantages to establishing the Bank (see below). We are not 
so sure that public limited company status is the best way forward for this particular Bank 
with its particular role and mission.  

We understand that the Bill has to be drafted with EC State Aid rules in mind. As we explain 
below in more detail (in our answer to Question 9) we are concerned that the wording of the 
current Draft is sometimes vague and could be interpreted in ways that undermine the 
original purpose and objective as laid out in the Implementation Plan. Our concern arises 
from: 

 The bald statement in Clause 2 (The Bank‟s Objects) that says the prime object of 
“giving financial assistance to commercial activities” 

 The relegation of other objects such as “creating and shaping markets through the 
provision of patient capital” and “contributing to the achievement of the Scottish 
Government‟s economic policy objectives” to the status of being ancillary objects 

The reason the Bank is being established is because of the private sector‟s failure to invest 
in certain types of enterprise and activity that deliver sustained social and economic 
wellbeing to the Scottish people.  

The original Implementation Plan for the Bank talked in terms of “mission-led, patient long-
term investment” where missions “enable key participants to coalesce around grand 
challenges such as the pursuit of decarbonisation or the adoption of artificial intelligence 
and machine learning‟ where the Bank plays “enabling leadership role in industrial 
transformation, innovation and the shaping of markets”.  

These original intentions are not reflected in the wording of the BIll as it stands. We 
understand that dilution of the Bank‟s original purpose might not be the intention of those 
currently involved. But we are looking at the actual wording of the Bill. This wording that will 
be enshrined in legislation, enforceable in a court of law, and likely to be interpreted and 
implemented by new sets of people as time goes on - people who may have different 
priorities.  

Our concern that the Bill, as worded, opens the Bank to simply replicating the limitations of 
current private sector investment is increased by the Policy Memorandum‟s statement that 
“The Bank will lend solely to the private sector”. 
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The Policy Memorandum says that consideration was given to establishing the Bank as a 
Community Interest Company but that this was rejected because “this model introduces an 
additional layer of regulation as well as a lock on assets”. But it does not explain why these 
observations mean the CIC option must be rejected. 

To the contrary, there are very good reasons to constitute the Bank as a CIC, including that: 

 Being established as a CIC would create clarity about the Bank‟s role and purpose, 
including legal safeguards to make sure it keeps to its community mission (where the 
„community‟ is the citizens of Scotland) 

 Being established as a CIC can help the Bank navigate State Aid rules, in particular 
in relation to investments that fall within the rules‟ General Block Exemptions and the 
Services of General Economic Interest exemption. 

 Only being able to pay 35% in dividends would be a way of driving its own 
sustainability:  65% reinvestment would drive a permanently capitalised model for 
the Bank.  

 We assume the Scottish Government wants to ensure that the Bank operates to 
fulfill its purpose in an upright, ethical manner. CIC regulations are designed to 
ensure that this happens. Far from being burdensome „additional regulation‟ these 
regulations could have positive, not negative, effects.  

 Asset lock: No reason is provided in the Policy Statement as to why having an asset 
lock is bad for the new Bank. The only occasion when the asset lock would become 
relevant would be if the Bank (or parts of it) were being put up for sale to a party not 
intending to pursue its mission. We do not see why this should be a problem for the 
SNIB. To the contrary, having an asset lock could provide  important practical and 
legal support for the Bank in maintaining its mission focus and reinforce the integrity 
of the Bank. 

 Everything about mission-led investments and social purpose lends itself to the SNIB 
adopting new models of governance and accountability such as a CIC. A SNIB that 
is a Community Interest Company ( i.e. a social enterprise ) will send very strong 
signals to the people of Scotland that the Bank is acting in their personal and 
community interests, and financing mission led investments for social impact and 
inclusive growth. 

We would argue strongly that the decision to establish the Bank as a public limited 
company be reconsidered along with a reappraisal of the potential benefits of establishing it 
as a Community Interest Company. Under the regulations, the CIC could be floated at a 
future date if desired. 

2. What in your view are the fundamental characteristics of a national investment 
bank? 

 
In our view three key characteristics that define the difference between a national 
investment bank and traditional private investors are: 

 What it invests in 
 How it assesses returns on this investment 
 Market shaping 

https://www.gov.uk/government/publications/community-interest-companies-constitutions/cic-model-constitutions-introduction#plc-public-company-limited-by-shares
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2.1 What it invests in 

Our analysis of the investment landscape suggests that there are five strategic enablers of 
socially and economically beneficial transformation which are currently failing to attract the 
investment they need. They are as follows: 

1. Truly patient capital. Investments in undertakings may be highly profitable in the long-
term but take a long time getting there: planting and tending the trees to create a cherry 
orchard is very different to investing in cherry picking activities. Many infrastructure 
investments are of this nature, as are investments in the scaling of existing operations (as 
opposed to investments in start-ups). 

2. High positive externalities.  Investments in undertakings where much of the benefit is 
reaped by parties external to the undertaking and not captured directly in its financial 
performance. Many investments into new technologies and infrastructure fall into this 
category. 

3. Social policy priorities Investments in undertakings that reduce the cost of achieving a 
goal that would have to be paid for anyway. For example, if it is a Government priority to 
address the needs of an ageing population it may be valid and beneficial for the 
Government to invest in, or to support investment from other sources, in new personalised 
health and care monitoring or robotics technologies that reduce the costs of service 
delivery.  

4. Latent markets  Investments in undertakings that create new markets that never existed 
before. This may be done in two ways: a) by creating new never-seen- before offerings 
(e.g. via a new technology or service innovation); b) by bringing down the cost of a 
previously prohibitively expensive service to make it accessible as a mass market. 

5. Pre-commercialised new technologies    Investments in new technologies at a very early 
stage before technical/cost barriers and implementation uncertainties have been ironed out. 

These five market gaps (which may overlap) were effectively covered by the 
Implementation Plan‟s vision (as referenced above). There is a high degree of overlap 
between these five market gaps and exemptions to EC State Aid rules, in particular via the 
De Minimis exemption, General Block Exemptions, and the Services of General Economic 
Interest exemption. These are the areas that are precisely currently underserved by the 
private sector and which the Bank should be focusing. This needs to be made explicit in the 
Bill. 

2.2 How it assesses return on its investments 

The key fundamental characteristics of a National Investment Bank should be that it is 
addressing the above market gaps in a truly commercial way. 

When we say „in a truly commercial way‟ we are challenging the simplistic binary 
assumption that an investment is either made at market rates (i.e. comparable in terms of 
rate of return, timescales of return and degree of risk to traditional private sector 
investment) or by definition involves some element of „subsidy‟.  

There are other possibilities which do not fit this neat (and false) binary opposition: 
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 An investment may reap extremely high rewards but under different conditions than 
traditional market rates (for example, the longer term investment in the cherry 
orchard that requires patient capital or an investment accepting the higher risk 
involved in developing an emerging technology that is mission led and longer term) 

 The investment may deliver very high returns which are reaped not by the company 
being invested in (and therefore by the investor) but by other parties. For example, a 
company developing data infrastructure that is used by many other organisations 
may radically reduce these other organisations‟ costs of operation but be unable or 
willing to capture these benefits in financial returns for itself. Or it may trigger and 
enable knock-on developments (such as multiple applications of a new technology) 
which result in sustainable economic growth, increased employment and rising tax 
revenues.  

In both these examples, there are high economic returns on investment which may not be 
reflected in high enterprise returns of investment.  

A key characteristic of a National Investment Bank is its understanding of the differences 
between these two forms of return on investment, and its skill in identifying those 
investments that will lead to high economic returns without requiring ongoing subsidy (e.g. 
investing in an enterprise which covers its costs and makes a profit, but which does not 
necessarily make as high a level of profit as quickly as another enterprise focused solely 
and exclusively on enterprise returns.) In this way, while part of the Bank‟s investment 
portfolio may be high risk/high return (e.g. promising new technologies), another part may 
be in undertakings that offer stable, ongoing returns over long periods of time. 

In our view, the Bill should explicitly recognise these two fundamental characteristics in its 
wording, with a clear process for ensuring that any specific investments made do not 
infringe EC State Aid rules. 

2.3 Market shaping 

Unlike traditional commercial investors, the Bank can and should have a view and vision of 
the sort of economy it is trying to build - and not just the sort of enterprise it wants to invest 
in.  

As Common Weal have clearly outlined the Bank can and should 

“Encourage diversity of ownership model (private company, social enterprise, mutual, 
cooperative, community ownership, publicly owned), promote domestic ownership 
of enterprise (more enterprises owned in Scotland) and 'anchor' enterprises to 
prevent them being bought up and jobs exported.” 
 
Creating such diversity should be a part of its remit. 
 
3. Is the level of capitalisation proposed sufficient for the Bank to deliver its 

desired impact? Please expand. 
 
Given the scale of what could be done, there is a sense in which the Bank will always be 
undercapitalised (the other side of the coin being that anything the Bank does to fill current 
gaps in investment will be better than nothing). 
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Given this, specific goals need to be clarified with capitalisation linked to ambition, including 
clearly defined parameters around expenditure as a ratio of capitalisation. These ratios 
should include mechanisms to avoid the misuse of money through inefficient programmes 
and over-payment to suppliers, staff and executives.  

We support the notion of the Bank „crowding in‟ investments from other sources, and of 
being able to raise funds from other sources. However, we would warn against unwarranted 
assumptions that these other sources will necessarily be from traditional private sector 
investment vehicles - which will invariably expect traditional private sector investment 
returns. Seeking funds from such sources could put pressure on the bank to compromise 
on its mission and role, which is to fill the gaps created by these traditional return on 
investment expectations. 

There are two other ways of looking at „crowding in‟ and attracting additional sources of 
funds.  

1. On occasion, the Bank‟s returns may take longer to mature or deliver slightly below 
„market‟ rates than traditional private sector investors expect. However, instead of 
comparing the Bank‟s returns with this benchmark, comparisons should also be 
made with other sources of funds which may deliver zero or negative returns: e.g. 
traditional grant giving and other charitable sources of funding. These sources may 
welcome an opportunity to provide funds to undertakings that deliver targets 
economic/social benefit and which deliver some return rather than none. 

2. The Bank could work strategically to both „crowd in‟ and attract funds from the social 
investment sector - a sector which is currently failing to deliver on its original 
promise. This is because investment criteria have been set which are too short term, 
too risk averse and too demanding financially for many social enterprises to qualify, 
especially when they are focused on delivering enabling infrastructure for front line 
services rather than actually providing these services.  

In the light of the five different market gaps identified above, it would be useful to think 
about ratios of capital being allocated to different levels of risk, time horizons, categories of 
investment and expected returns. 

If the goal is a self-sustaining bank that is funded in the future from the returns of the 
investments made, the questions above need to be answered with this goal in mind, taking 
into account the ambition the Scottish Government has in „crowding in‟ investments from 
other sources. 

Consideration also needs to be given to return profiles. The Bank may earn returns from the 
sale of equity in the enterprises that it has invested in. This sort of investment delivers one-
off lump sums. And if it also holds equity in asset locked institutions like Community Interest 
Companies, these can pay dividends in a sustained manner over many decades, providing 
a steady stream of income into the future from its original investment. The latter returns 
may end up being bigger, albeit slower. In its planning, the Bank needs to make room for a 
variety of such approaches. 
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4. What is your view on the proposed costs in the set up and day-to-day running of 

the Bank? 
 
The SNIB should be a focused, lean start-up.. It should avoid at all costs accusations of 
excessive misuse of public money. As part of this it should avoid, as a matter of policy, high 
degrees of dependence/spending on consultancy firms and/or systems integrators. 

This is a public sector initiative set up by the Scottish Government to be a leading light in 
investment in Scotland for the people and businesses of Scotland.  The expertise needed is 
available in Scotland through local, small organisations and service providers and within 
public service.  It should be possible to bring brainpower and expertise to the table without 
having its pockets drained. 

 
5. What governance arrangements ought to be in place? 
 
The Bank needs a governance model that prevents group-think and creates a Board with 
experience, diversity and impeccable credentials and reputations. Industry experience is 
not enough, especially if it is the experience of the investment industry whose assumptions 
and mindsets have created the problem the Bank is now trying to deal with. 

Diversity in governance means inclusion of the people and organisations from across 
Scotland, and who stand to benefit from genuine social and economic development in 
Scotland. This includes citizens who can identify missions and are focused on delivering 
something for the public good. Also there needs to be representation from the Third Sector: 
 people working on and supporting the front line, people who have experience of the need 
for funding and for the delivery of innovations and new services.  

 
6. How can we ensure the market is ready for the investment opportunities the 

Bank can offer? 
 
The market in Scotland has been ready for new forms of mission-led investment for a long 
time. The third sector in Scotland is starved of patient capital in both long term equity 
investments and loan funding. The social investment market is in real need of long term, 
patient capital in equity and loans to fund innovation and outcomes that support the mission 
led investments, the National Performance Framework and inclusive growth for Scotland. 
This should include scaling-up SMEs as well as start-ups. 

What is important is to set out clearly the scope of investment and the mission of the bank 
and how applications will flow. If the bank has to compete for investment opportunities it is 
in the wrong place. There should be no need to create a market: the bank is there to serve 
latent demand, not already expressed demand.   

To succeed it must focus on areas that traditional commercial investment banks and 
lenders will not touch, areas that require a longer term view of returns and support bigger 
mission, ambition and vision, creating infrastructure and transformations in how Scotland 
works, plays and delivers services, including public services. 

It will be equally important for the Bank to put off those who can easily access finance and 
investment from the commercial markets or those who rely on grants.  
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7. What ethical and equalities considerations do you think should inform the 

Bank’s ethos and decision making? 
 
There has been excellent guidance on such matters which if applied correctly should in 
theory keep the bank on mission, and prevent it being subverted by bias and narrow 
minded thinking of those who may see this as little more than another commercial bank.   

This bank is different - it is mission led. Yes, it needs to make returns and be self sustaining 
over time. But it is not a traditional commercial bank and the risk is it is run like one. The 
voice of the mission then gets lost by defining its governance model and populating its 
governance board with people trapped in a traditional commercial mindset and operating 
model. 

Running the Bank so that is well aligned to its mission is about having the right objectives 
and key results: the correct set of measures that balance mission, efficiency, and 
effectiveness and care of the people that deliver it with. 

The ethos of the bank is commercial and societal. Equality is a legal duty, and the ethos is 
dependent on the Bill, the people and the leaders of the Bank. Commercial banks and 
employees have not historically been capable of performing these duties to shareholders. 

The Board and direction of the Bank must reflect all of Scotland. The Directors' decision 
making and their values should be aligned with the missions - both must be designed to 
enable participation across different actors, people with lived experience of societal 
challenges, people with an ability to see the need for system-wide innovation. This must be 
a diverse constituency. 

 
8. It is proposed that the Scottish Government will set the strategic direction of the 

Bank but the body itself decide on its investment approach. What is your view 
on this “mission-led” approach? 

 
Scotland has an opportunity to lead the world in tackling societal problems, and Mydex CIC 
strongly supports this direction of the Scottish Government and the National Performance 
Framework. Some wicked and seemingly intractable problems must be solved by involving 
social enterprises / community interest companies / citizens and other collaborative entities. 
The Scottish National Investment Bank has a vital role to play in addressing these problems 

The EU commissioned research in this area and Professor Mazzucato wrote a Mission-
Oriented Research and Innovation Paper in 2018  with strategic recommendations to 
maximise the impact of the future EU Framework Programme for Research and Innovation 
through mission-oriented policy. 

Missions are a powerful tool to tackle societal problems. They can provide the means to 
focus our research, innovation and investments on critical problems, while also spurring 
growth, jobs and resulting in positive spill-overs across many sectors. Critically, by 
spearheading public research and innovation investments in new strategic areas that have 
the possibility to bring together different actors (public, private and third sector) and spurring 
collaboration across different sectors (e.g. from transport to digital to nutrition) it is possible 
to awaken third sector investment that continues to lag. 

https://publications.europa.eu/en/publication-detail/-/publication/5b2811d1-16be-11e8-9253-01aa75ed71a1/language-en
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The mission-led approach is transformative and we welcome the phrase, and the evidence 
of research by Professor Mazzucato and Mr Macfarlane at UCL. 

The bank can target investments in innovative social enterprises, and lengthy innovations, 
areas that private capital investment models may not address, providing mission-oriented 
finance e.g. providing finance for transformational technologies that empower citizens.  

It can also promote investments that help address complex societal problems e.g. the 
provision of services and infrastructure in deprived areas, or addressing financial 
constraints in the housing and environment sector. 

Without clear rails on which it operates the risk is that the SNIB slides into being just 
another commercial investment bank. The mission and scope needs to be broad enough to 
face new challenges, but the nature and scope of needs to be expressed clearly. 

This is not a fire and forget activity. SNIB must be tested and monitored over time to ensure 
it does not slip from its purpose.  The performance of the Bank, including its leadership and 
management, needs to be placed under constant scrutiny to ensure that the Bank‟s original 
mission and purpose are retained. 

 
9. Is there any other aspect of the Bill you wish to address? Please elaborate.  
 
We are concerned that the Draft Bill is worded vaguely at key points. In particular, we are 
concerned that the wording of Article 2: The Bank‟s Objects (that “the Bank‟s main object is 
giving financial assistance to commercial activities for the purpose of promoting or 
sustaining economic development or employment in Scotland”) could be interpreted in ways 
that lead the Bank away from its original purposes as stated in the Implementation Plan and 
towards replicating the limitations of current private sector investment. 

We suggest that this Clause 2 - The Bank’s Objects should be rewritten thus:  

“the Bank's main object is giving financial assistance to legal entities in the form of 
equity capital and loans over multiple time horizons (both short term and patient, 
long term) for the purpose of promoting or sustaining sustainable inclusive growth, 
mission led investments, economic development or employment in Scotland.” 

Types of investment 

The Policy Memorandum‟s statement that “The Bank will lend solely to the private sector” is 
extremely narrow, against the spirit and intent of the Implementation Plan and should be 
redacted.  

All documents relating to the workings of the bank should make it clear, as the Bill does, 
that all types of investment, including equity, are within its remit. 

Entities to be invested in 

Currently, the Policy Memorandum says “The Bank will lend solely to the private sector”, 
and Clause 2 of the Bill says the Bank will “give financial assistance to commercial 
activities”. What is intended by the word „commercial‟ is not defined. 
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As worded, this Clause appears to exclude the possibility of the Bank investing in a wide 
range of other mission-oriented social enterprises, mutuals, CICs, cooperatives or other 
forms of community owned enterprises. 

It is essential if the Bank is to invest in mission-led activities that it is made explicit that the 
Bank can and will invest in such mission-oriented social enterprises, mutuals, CICs, 
cooperatives or other forms of community owned enterprises. Our proposed wording - 
changing financial assistance from „commercial activities‟ to „legal entities‟ is designed to 
reflect this. 

Indeed, as stated above, one of the Objects of the Bank should be to “Encourage diversity 
of ownership model (private company, social enterprise, mutual, cooperative, community 
ownership, publicly owned), promote domestic ownership of enterprise (more enterprises 
owned in Scotland) and 'anchor' enterprises to prevent them being bought up and jobs 
exported.” 

At present, the Bank is not allowed to invest in public sector entities. Is this wise? 
Successful pursuit of missions is likely to involve coordination, cooperation and cross-
fertilisation between multiple different entities in clusters (such as Integrated Joint Boards 
for the delivery of integrated health and social care), some of which are very likely to be in 
the public sector. This involvement will cost money. If the Bank is not funding this work, who 
will? 

It is probably correct that it is going too far to open the Bank to investing in public sector 
entities per se. But on occasion the Bank should be able to invest in activities undertaken 
by public sector entities which contribute to the achievement of a mission or other 
investment Object. 

Investment purposes 

The current wording of Clause 2 of the Bill (Bank Objects) omits any explicit reference to 
missions (Clause 11). This creates a disconnect which could cause future confusion and 
conflict. 

In addition, the current wording of Clause 2 relegates investment for the purposes of 
inclusive and sustainable economic growth, creating and shaping markets through the 
provision of patient capital, and contributing to the achievement of the Scottish 
Government‟s economic policy objectives to „ancillary objects‟. 

Our proposed rewording of Clause 2 (above) is designed to clarify these points. 

Missions 

Clause 12 (Mission Reports) creates no requirement for the Bank to ever report to Ministers 
on how effective (or efficient) it has been in actually achieving the missions Scottish 
Ministers have set it. The only provision is for the Bank to report to Ministers on how it 
intends to achieve the Mission at its outset (Clause 12.2). This omission needs to be 
rectified. 

The Bill is also silent on how missions or other Objects are to be managed. If success in 
any mission or other Object requires coordination and cooperation between two or more 
entities who is to manage this process? If the Bank is to not undertake this task, then 
another body will have to do so.  
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This omission should be rectified by creating provisions for the Bank to manage processes, 
including facilitating coordination and cooperation between multiple entities (including 
private sectors, social and community enterprises and public sector entities), to successfully 
achieve the Object in question. 

Target rate of return 

As currently worded Clause 2 (Bank Objects) says the Bank should invest in „commercial‟ 
activities without defining what „commercial‟ means. This could cause significant confusion 
and conflict in the future, opening the Bank up to potential legal action should it invest in 
anything that does not deliver rates of return expected by traditional private sector 
investors. The Bill‟s wording needs to be revised to address this risk.  

We suggest the following clarification of expected rate of return. The Bank‟s investments 
should: 

1. deliver a return in excess of the cost of its capital 
2. deliver a rate of return deemed satisfactory by Scottish Ministers   
3. be in compliance with EC State Aid rules including De Minimis, General Block and 

Services of General Economic Interest exemptions 
4. be cognisant of both positive and negative externalities generated by its investment 

(e.g. economic benefits delivered to other parties, including the Government in the 
form of tax revenues, that are not captured by the entity the Bank is investing in) 
while not allowing rates of return to fall below the cost of capital 

5. set rates and periods of return that are appropriate to the intrinsic nature of the 
enterprise and not artificially and externally imposed by abstract targets. 

6. not be in competition with alternative sources of funds (e.g. focused mainly on the 
activities of enterprises where lack of financial investment is holding back 
economically viable commercial activity as defined above) 

These six considerations create a hexagonal „possibility space‟ which a) gives the Bank 
considerable room to manoeuvre and b) is itself open to change (e.g. Scottish Ministers 
changing their definition of „satisfactory‟ or EC changing its State Aid rules). 

In addition, we suggest that the interpretation and operation of these criteria be reviewed 
every five years. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTTISH NATIONAL INVESTMENT BANK  

SUBMISSION FROM SCOTTISH TRADES UNION CONGRESS 

Summary of key points  

 The Bill should make reference to the need to support a low-carbon and more equal 

economy which provides fair work for all. 

 The Bill should ensure representation from trade unions on governance and advisory 

structures. 

 The Bill should allow for the Bank to make investments in the public sector. 

 The Bill should have reference to ethical standards which, in turn, provoke questions 

around what type of employers receive public money, what value they bring to the 

economy, and whether this investment supports good quality jobs. 

 Relevant civil service unions should be involved in early discussions about terms and 

conditions and public sector pay policy.  

10. What are the advantages or otherwise in establishing the Bank as a public 
limited company? 

 
Being established as a public-limited company wholly owned by Ministers ensures that the 
Bank is publicly-owned and privatisation would require primary legislation. This is welcome. 
 

11. What in your view are the fundamental characteristics of a national investment 
bank? 

 
A national investment bank for Scotland should address the challenges of the 21st century 
which the current finance sector and economic model is palpably failing to do. Primary 
amongst these challenges, or „missions‟, should be tackling climate change; reducing 
inequality and providing fair work for all. 
 

12. Is the level of capitalisation proposed sufficient for the Bank to deliver its 
desired impact? Please expand. 

 
£2 billion over ten years is a significant investment, although whether it is enough to 
„catalyse private investment to achieve a step change in growth for the Scottish economy‟1 
is open to question.  
 
Perhaps of greater concern is that the Bill, as drafted, means that the Bank cannot borrow 
from the private sector. Section 4 of the Bill states: “The articles of association must include 
a prohibition on the Bank borrowing from anyone other than the Scottish Ministers.”  
 
The explanatory note explains that this is because:  
 

                                            
1
 https://www.gov.scot/publications/scottish-national-investment-bank-consultation-paper-september-

2018/pages/10/ 

https://www.gov.scot/publications/scottish-national-investment-bank-consultation-paper-september-2018/pages/10/
https://www.gov.scot/publications/scottish-national-investment-bank-consultation-paper-september-2018/pages/10/
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“Under the fiscal framework agreement between the Scottish and UK governments, 
the Scottish Government has limited powers to borrow finance. Borrowing by the 
Bank from parties other than the Scottish Ministers would be counted towards the 
Scottish Government‟s borrowing limit. Restrictions are therefore placed on the 
Bank‟s ability to borrow to ensure it does not impact upon the Scottish Government‟s 
fiscal position.”  

 
This stands the Scottish National Investment Bank in contrast to a number of state 
investment banks who are able to borrow from a range of sources.2 This is disappointing.  
 

13. What is your view on the proposed costs in the set up and day-to-day running of 
the Bank? 

 
The Bill states that “remuneration of the Bank‟s directors and staff is to be determined by 
the directors, subject to any direction from the Scottish Ministers.” However, the Bank‟s pay 
policy will be required to adhere to public sector pay policy.  
 
It is crucial that the remuneration policies of the Bank retain public support. Given the 
Scottish financial sector's track record of failure, it is simply not credible to pay senior staff 
as private sector bankers instead of public servants.  
 
If there are issues around recruitment and retention for the SNIB, then this is an issue for 
public sector pay policy as a whole rather than for excluding Scottish National Investment 
Bank from public sector pay policy.  
 
For the reasons outlined above, civil service unions should have a key role in early 
discussions about pay policy. In addition, in order to provide leadership by example, there 
should be a requirement within the Bill that the Bank provides Fair Work for its employees.  
 

14. What governance arrangements ought to be in place? 

 
The Bill should provide for a trade union seat on the governance structures in line with the 
Fair Work Framework and a number of European state investment banks such as KfW.3 
Unfortunately, the current draft bill only stipulates that Directors are to be appointed by 
Scottish Ministers, with no specific requirement to have trade unions represented on the 
Board. 
 
While the board‟s make-up will be established in line with the Scottish Government‟s “On 
Board” guidance for public boards and the Gender Representation on Public Boards 
(Scotland) Act 2018 which sets an objective for public body boards that 50% of their non-
executive members are women, there is also a need to ensure black and minority ethnic 
people and disabled people are represented on the board.  
 
Ensuring diverse governance arrangements and a specific role for trade unions would 
better ensure better outcomes for workers and ultimately the economy. 
 

                                            
2
 https://marianamazzucato.com/wp-content/uploads/2019/01/iipp_wp_2018-01.pdf 

3
 http://sticerd.lse.ac.uk/dps/case/cp/KfWFullReport.pdf  

https://marianamazzucato.com/wp-content/uploads/2019/01/iipp_wp_2018-01.pdf
http://sticerd.lse.ac.uk/dps/case/cp/KfWFullReport.pdf
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15. How can we ensure the market is ready for the investment opportunities the 
Bank can offer? 

 
Meeting the challenges of the 21st century cannot and will not be met by the private sector 
alone. Addressing climate change and digitalisation for example will require new models of 
public ownership and finance. This is illustrated in part by the recent collapse in investment 
in green energy in the UK.4 
 
For these reasons, ensuring the market is ready for investment opportunities means not 
restricting it. Unfortunately, the Policy Memorandum states:  

“The Bank will lend solely to the private sector. It will not lend to public institutions 
including local authorities, government agencies or arms-length bodies.” 

 

Again, this stands the Scottish National Investment Bank in contrast to a number of state 
investment banks who are able to lend to the public as well as private sectors.5  
 

Economies such as the Nordics have higher shares of the public sector than Scotland and 
the UK and yet outperform us on a number of social, economic and environmental metrics. 
It is important that the Bank is geared towards improving the economy as a whole, and 
making investments in the public sector, not just the private sector. 
 

16. What ethical and equalities considerations do you think should inform the 
Bank’s ethos and decision making? 

 
In the same way that a high street bank would have traditionally asked questions of 
customers to determine whether it is appropriate to give a loan, the Scottish national 
investment bank should ask ethical questions of companies and customers to determine 
whether it is appropriate to lend to. For these reasons we believe the Bill should have 
reference to ethical standards which, in turn, provoke questions around what type of 
employers receive public money, what value they bring to the economy, wider society and 
the natural environment. Key among these questions should be how investments help 
tackle climate change; reduce economic inequality and promote fair work for all (and for 
women, disabled people, and black and minority ethnic people in particular).  
 
While these may be considered as initial „missions‟ of the Bank, there is a need to ensure 
the Bill references these. Unfortunately, while Section 2 titled „Bank Objects‟ refers to 
various economic objects, the Bill has no mention of fair work, inequality or climate change. 
It is also unclear why Scottish Government economic policy is referred to rather than wider 
policy objectives included in the National Performance Framework.  
 
Reference to these wider issues would also support compliance with the Public Sector 
Equality Duty.  
 

                                            
4
 Environmental Audit Committee, Green Finance Inquiry 2018 

https://publications.parliament.uk/pa/cm201719/cmselect/cmenvaud/617/61704.htm#_idTextAnchor010 
5
 https://marianamazzucato.com/wp-content/uploads/2019/01/iipp_wp_2018-01.pdf 

https://publications.parliament.uk/pa/cm201719/cmselect/cmenvaud/617/61704.htm#_idTextAnchor010
https://marianamazzucato.com/wp-content/uploads/2019/01/iipp_wp_2018-01.pdf
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17. It is proposed that the Scottish Government will set the strategic direction of the 
Bank but the body itself decide on its investment approach. What is your view 
on this “mission-led” approach? 

 
We support Ministers having a key role in determining the strategic framework, setting 
missions, and defining performance objectives. However, ultimately, we believe that 
Parliament should also input and authorise final approval. They should therefore be subject 
to affirmative procedure.  
 
It is also not clear if the missions apply to all funding that the Bank provides or whether the 
Bank can still lend businesses in line with its objectives but not necessarily in line with the 
missions. We do not believe funding should be issued which is counter to missions or core 
objectives – such as providing fair work or tackling climate change.   
 

18. Is there any other aspect of the Bill you wish to address? Please elaborate.  
 
Section 23 titled „Ancillary Provision‟ allows for Scottish Ministers to “make any incidental, 
supplementary, consequential, transitional, transitory or saving provision they consider 
appropriate the purposes of, or in connection with, or for giving full effect to this Act or any 
provision made under it.”  
 
It further states that regulations under this section “are subject to the affirmative procedure 
if they add to, replace or omit any part of the text of an Act (including this Act), but 
otherwise are subject to the negative procedure”. 
 
The STUC believe these should be subject to the affirmative procedure. 
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ECONOMY, JOBS AND FAIR WORK COMMITTEE 

SCOTTISH NATIONAL INVESTMENT BANK  

SUBMISSION FROM THE SCOTTISH COUNCIL FOR DEVELOPMENT AND INDUSTRY 

 

19. What are the advantages or otherwise in establishing the Bank as a public 
limited company? 

 
The Scottish Council for Development and Industry (SCDI) agrees that the Public Limited 
Company model is the most advantageous for the Scottish National Investment Bank. The 
clear benefit of this model is that it will permit the Bank to raise capital from a range of 
public and private sources, perhaps including a future share issue or public bond. 
Importantly, the Articles of Association, as set out in the Policy Memorandum 
accompanying the Bill, will protect the public ownership of the Bank. 
 
 

20. What in your view are the fundamental characteristics of a national investment 
bank? 

 
It is the view of SCDI that there are four fundamental characteristics of a national  
investment bank: 
 

 Public Ownership: National investment banks are largely or wholly public-owned. 
This ownership structure provides democratic oversight and strategic direction; 
 

 Operational independence: Successful national investment banks are operationally 
independent of government. They operate in the context of democratic oversight and 
accountability, but are led by investment expertise rather than subject to undue 
political influence. This approach can maximise investment return and minimise 
partiality, interference or institutional capture. Strong governance arrangements are 
vital to manage risk and protect the legitimacy of national investment banks; 
 

 Long-term, strategic mandate: Successful national investment banks are 
empowered to provide patient capital on the basis of a long-term view of the 
economy, markets and business growth and in alignment with a broader strategic 
national direction shared across the public sector. Their objective is to make 
interventions which deliver sustainable economic growth and align with existing 
interventions to crowd-in investment, creating a powerful synergy of resources and 
actions. Such institutions are often mission-led; and, 

 

 Innovation: Successful national investment banks support and drive innovation by 
both correcting market failures and creating new markets. Patient capital from such 
institutions has been responsible for a significant number of important and 
transformative technological advances or inventions, particularly in the areas of 
nanotechnology, telecommunications and renewable energy. 
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21. Is the level of capitalisation proposed sufficient for the Bank to deliver its 
desired impact? Please expand. 

 
The Scottish Government‟s review of the responses to its consultation on the establishment 
of a Scottish National Investment Bank notes that “some respondents commented that the 
capitalisation was inadequate to deliver the transformative impact desired”. SCDI was 
among those to express some reservations about the level of proposed capitalisation. The 
Scottish Government, however, suggests that these concerns are misplaced, because 
“international comparison indicates public capitalisation of national promotion banks 
typically ranges between 0.5% and 1.5% of GDP. In the Scottish context £2 billion broadly 
equates to 1.3% of GDP, so £2 billion is a realistic and a comparable level.” 
 
SCDI welcomes the Scottish Government‟s commitment to invest £2 billion over the first ten 
years of the Bank‟s operation. However, given that this investment is spread across a 
decade, and given the scale of the ambition outlined by the Scottish Government‟s vision, it 
may be challenging to deliver a truly transformative macroeconomic impact for Scotland at 
this level of capitalisation. The most impactful precedents, such as the oft-cited KfW in 
Germany, are of a significantly greater relative scale.  
 
 

22. What is your view on the proposed costs in the set up and day-to-day running of 
the Bank? 

 
The Scottish Government has correctly identified that the Bank will face strong competition 
from the private sector for staff with the necessary specialist skills and experience. The 
Bank will require substantial technical expertise, including trained statisticians and 
economists. There will be a need to strike a delicate balance between empowering the 
Bank to attract talent and retaining public trust in the Bank as an institution serving the 
public good. Given the scrutiny to which it will be inevitably subject, the Bank will be 
challenged to achieve financial and economic success whilst abiding by its ethical 
commitments to inclusivity and sustainability. The highest standards of compliance are also 
essential. Ensuring that the Bank is a great place to work with a strong identity and a 
strong sense of mission will also support attracting talent from within and beyond Scotland. 
 
It is SCDI‟s view that investing in people is vital to organisational success. SCDI therefore 
supports a judicious approach to remuneration which ultimately reflects labour market 
realities. However, remuneration, particularly for senior leadership staff, should be closely 
linked to the performance of the Bank, macroeconomic impact delivered and rates of 
financial return achieved. 
 
 

23. What governance arrangements ought to be in place? 

 
SCDI supports the proposed approach to the Bank‟s governance and Board arrangements. 
It is important that the Bank is operationally autonomous from Scottish Ministers and that is 
independence is both legislatively enshrined and culturally observed. The Bank should be 
empowered to offer loans, make investments, agree joint ventures or create subsidiaries 
aligned with its agreed Investment Strategy and Risk Strategy without further approval from 
Ministers. 
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The Advisory Group which will give advice to Scottish Ministers should be a diverse and 
dynamic group with the skills and expertise to engage with and support all sectors and all 
geographies of the Scottish economy. It can play a particularly useful role in providing 
intelligence and analysis of emerging and future trends, challenges and opportunities in 
society, the labour market and the wider economy to advise on the creation of new or 
amended missions for the Bank, or to identify growth sectors which require patient capital. 
 
 

24. How can we ensure the market is ready for the investment opportunities the 
Bank can offer? 

 
In order to maximise the positive impact of the Bank, it is essential that the purpose, 
structure and opportunities of the Bank are widely communicated to businesses and 
organisations across all sectors and all geographies of the Scottish economy in advance of 
the Bank becoming fully operational. SCDI stands ready to support this signposting activity 
where appropriate. 
 
 

25. What ethical and equalities considerations do you think should inform the 
Bank’s ethos and decision making? 

 
It is essential in order to build and maintain public trust that the policies and activities of the 
Bank are ethical and perceived as such. SCDI supports the principles of Equality,  
Transparency, Diversity, Inclusion and Open Government as the basis for the Bank‟s 
approach. The regular publication of a comprehensive Ethics Statement by the Board would 
be welcome as part of this approach. The Bank must also be an inclusive, equal opportunity 
employer and investor which reflects and serves modern Scotland in all its diversity in terms 
of gender, ethnicity, religion, sexual orientation and disability. 
 
Before the Bank is fully operational there will need to be further clarity on the question of  
whether the Bank will be “specifically prevented from investing in certain sectors or areas  
as part of its ethical framework, and what these sectors or areas might be”, as suggested in  
the Scottish Government‟s consultation document. 
 
SCDI agrees that the Bank should be able to invest in UK-registered and non-UK-registered 
businesses and projects. The Bank‟s should also refrain from investing in businesses or 
projects which facilitate tax evasion or avoidance and thereby deny the Scottish 
Government or the UK Government of legitimate revenue. 
 
 

26. It is proposed that the Scottish Government will set the strategic direction of the 
Bank but the body itself decide on its investment approach. What is your view 
on this “mission-led” approach? 

 
SCDI supports the proposed mission-led approach of the Bank to focus its activities and 
investments in alignment with the Scottish Government‟s overall strategic approach to the 
economy. A mission-led approach should enable the Bank to concentrate on maximising 
innovation, job creation, scale-up and inclusive growth in key sectors and supporting the 
responses to the key socio-economic challenges and opportunities for Scotland in the 21st 
century, including technological, environmental and demographic change. 
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SCDI has produced significant research with our partners to explore how the Fourth 
Industrial Revolution is already transforming the way people live, work and spend their 
leisure time across the world. This should form a nucleus of a mission for the Bank. The  
Fourth Industrial Revolution involves rapid and radical technological progress in areas of 
the digital economy such as automation, robotics, artificial intelligence, big data, 
nanotechnology and biotechnology. The First Minister has declared that Scotland should 
pioneer the industries of the future, inventing and manufacturing their products and services 
not merely consuming them. Scotland‟s resources and skills strengths should be 
marshalled to develop competitive advantage, as recommended by SCDI‟s recent reports 
on Building a World Leading AI and Data Strategy for an Inclusive Scotland (2019) and 
Automatic… For the People? (2018).  
 
The Bank could play a critical role as an early investor in and backer of digital start-ups, 
scientific spin-offs and technological innovations which require significant capital, and a 
long-term, patient approach, to realise their full social and economic potential. There are 
vast opportunities to substantially increase employment and economic growth in these 
sectors for Scotland to seize if a strategic approach is taken, with action coordinated across 
the public, private and third sectors in areas such as Electric Vehicles (EVs), Connected 
and Autonomous Vehicles (CAVs) and Mobility as a Service (MaaS). As highlighted by 
Scotland’s Big Mo, the 2018 report of SCDI‟s Connectivity Commission, these technologies 
could transform our urban economies and communities to create a Smart City or Smart 
City Region connected by a smart, green and integrated transport system. 
 

27. Is there any other aspect of the Bill you wish to address? Please elaborate.  
 
N/A. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTTISH NATIONAL INVESTMENT BANK  

SUBMISSION FROM: CBI Scotland 

 

About the CBI The CBI is the UK‟s leading business organisation, speaking for 

some 190,000 businesses which directly employ at least 500,000 people in Scotland 

- about a quarter of the private sector workforce in Scotland. With offices across the 

UK as well as in Brussels, Washington, Beijing and Delhi the CBI communicates the 

British business voice around the world.  

  

The CBI is committed to ensuring policy makers understand the value of a strong 

financial services sector in helping businesses create a more prosperous society, 

promoting policies to ensure a healthy financial services sector that enables growth 

across the economy.   

  

In principle, the development of a Scottish National Investment Bank (SNIB) is 

welcome news for the Scottish business community and the CBI is pleased to have 

the opportunity to respond to this consultation paper. The CBI would welcome 

further clarity about the size and the volume of the funds that will be under the 

management of the proposed SNIB.  

  

In this response, the CBI argues that:  

  

• On the SNIB: The development of the SNIB could be a leap forward for the 

Scottish economy that boosts global competitiveness, supporting investment 

to unlock innovation and growth.  

   

• On our approach to patient capital: It is important a wide scope is adopted 

when assessing where economic growth can originate from, this would allow 

the SNIB to move beyond addressing market failures to a market shaping 

and market creating role.  

  

• On the SNIB’s mandate: The SNIB should have a national mandate with 

regional reach to support businesses to start and grow, working with 

universities and existing mechanisms such as the British Business Bank 

(BBB) to boost global competitiveness.  

  

• On industry engagement: A SNIB business advisory group would ensure 

the business voice is heard to create opportunities for Scotland, 

complemented by the SNIB working with existing intermediaries to ensure 

resources are used effectively.  
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• On infrastructure: A SNIB could be used to encourage greater patient 

capital investment by pension funds to support infrastructure development 

which would help improve connectivity and boost Scotland‟s productivity.  

  

• On providing resilience: The Scottish Government should consider whether 

the planned scope of the SNIB could be expanded to fill the gap which may 

be left by a withdrawal from the European Investment Fund (EIF) programme 

as the UK prepares to leave the EU.  

  

1. A leap forward for the Scottish economy that boosts global competitiveness  

  

It is time to foster a long-term investment culture in Scotland to unlock 

innovation and growth  

  

Creating the conditions in which businesses of all sizes and sectors can prosper is 

essential to generating the jobs and revenue needed to fund high-quality public 

services, and this begins with productivity. With the outlook for the Scottish economy 

subdued and Brexit-related uncertainty constraining growth in business investment, 

it is more important than ever to provide a clear sense of direction for the Scottish 

economy and give confidence to businesses and investors developing their plans for 

the coming years. The Scottish National Investment Bank could have an important 

role.  

  

1.1 There is a real need for patient capital to upgrade infrastructure, invest in 

science, research and innovation; and support businesses to start and grow 

to boost Scotland‟s competitiveness. The UK has a world-leading financial 

services sector which helps provide the finance necessary for the business 

community and the wider economy. Many businesses which have reached 

the scale-up stage now require patient capital to fulfil their long-term growth 

plans. This is a time to be bold and ambitious.  

  

1.2 The financial services sector offers a myriad of financing options for a 

growing business, both debt and equity based, with equity relatively under-

utilised by SMEs. However, these financing options need to be used more 

effectively by strengthening the connections between financial services and 

growth firms to unlock long-term growth. The SNIB could play a key role in 

achieving this and provide a model for the rest of the UK.   

  

1.3 At a UK level, analysis from the BBB shows that while the gap between 

US and UK funding of early stage businesses is relatively small, this gap 
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increases significantly for later stage funding. The analysis also shows that 

UK businesses receive fewer rounds and smaller amounts of subsequent 

funding compared to similar firms in the US. The most significant drop off is 

between third and fourth rounds, with the analysis showing that of the firms 

measured, 32% received three rounds of funding. Only 9% of all firms 

analysed participated in a fourth funding round.
6 Getting growing firms to 

continue fund-raising activities is fundamental in ensuring that the UK 

economy unlocks its true potential and is firing on all cylinders. The SNIB 

could be well placed to kickstart this as a linking institution between existing 

financial services providers and such firms within a connected, globally 

competitive and inclusive economy.  

  

1.4 Medium-sized businesses make a disproportionate contribution to UK 

economic growth, representing just 1.8% of businesses they generate 23% of 

private sector revenue and provide 16% of total employment.78 There is 

significant potential for future growth with 41 of the London Stock Exchange 

Group‟s 1000 companies to inspire based in Scotland, with average annual 

revenue growth of 91%.3 Enabling these businesses will be crucial to 

economic growth, and given the right opportunities and incentives the 

Scottish Government can help even more businesses grow through the SNIB, 

creating a strong foundation for the future, post-Brexit economy in Scotland.  

  

1.5 The CBI is aware that many small and medium sized UK businesses choose not to scale up, only 36%   

of SME‟s use external finance, and nearly 8 in 10 of businesses that do not 

access external finance are defined as „happy non-seekers of finance.‟9 

Clearly not all businesses‟ goals include growing to scale. Therefore, the 

Scottish Government should work through the SNIB with the financial 

services sector to raise awareness of existing financing options for growth to 

encourage more businesses to develop a plan and ambition to grow.   

  

1.6  This autumn, the CBI published its report on encouraging business 

uptake of tried-and-tested technologies and management practices to 

increase productivity.10 For developed economies like the UK‟s, McKinsey 

Global Institute (MGI) estimates that at least 55% of labour productivity 

growth will come from firms adopting existing best practice also known as 

diffusion of innovation. Access to longterm capital is crucial to financing 

investment in technologies and the skills and capabilities to embed them. The 

                                            
6
 British Business Bank, 2017  

7
 Stuck in the middle, CBI, 2014  

8
 companies to inspire, LSE Group, 2017  

9
 SME Finance Monitor, 2017   

10
 From ostrich to magpie, CBI, 2017  
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CBI recognises that firms struggle to access finance for investment in 

intangibles such as software and other technologies.  

  

2  Adopt a wide horizon on economic growth  

  

A wide perspective on where growth can come from and where the demand 

for patient capital lies will allow the SNIB to adopt a market shaping and 

creating role  

  

2.1  In approaching patient capital, the Scottish Government should adopt a 

wide scope when assessing where growth can originate from to achieve its 

economic ambitions. The CBI appreciates that there are certain sectors which 

offer a particularly attractive proposition to investors, but the Scottish 

Government must ensure that it adopts a wide scope when assessing where 

growth can originate from and ensure that the SNIB reflects this in its 

approach.   

  

2.2 The debate around patient capital must be as welcoming as possible to 

all types of firms, regardless of their perceived levels of innovation. In turn, 

this will enable the SNIB to move beyond only addressing market failures to a 

market shaping and creating role to have maximum impact.  

  

3  National mandate with regional reach  

  

The SNIB should have a national mandate with regional reach to support 

businesses to start and grow right across Scotland  

  

3.1 It is important that the SNIB has an explicit national mandate to support it 

in building capital pools with the depth and complexity required to provide and 

catalyse investment in a significant way. CBI members caution that regional 

mandates could dilute the impact of the SNIB. The SNIB could best stimulate 

regional development and economic cohesion through a national programme 

of investment.   

  

3.2 At the same time as having a national mandate the SNIB should build a 

programme to deliver regional reach. This will be particularly important to 

help address Scotland‟s productivity challenges, which vary significantly 

across regions. The most productive local authority areas in Scotland are 
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50% more productive than the least productive local authority area. The SNIB 

should work with regional partners, including lending providers, universities, 

and business networks, to identify issues to be addressed, acting to shape 

the future.   

   

3.3 The SNIB should aim to build on the success of initiatives that have 

already been set up, working together with existing mechanisms such as the 

BBB and the private sector-led Business Growth Fund. The BBB provided 

£9.2bn of finance to small businesses last year and the SNIB could connect 

these UK initiatives even more effectively with the Scottish market.   

  

3.4 Universities can play an even greater role in optimising investment across 

Scotland through strategic alliances with the SNIB. Universities play a vital 

role in ensuring the future success of our country – whether that is as 

anchors within their local communities helping to boost regional growth, at the 

cutting edge of new teaching and research methods, or in expanding our links 

abroad. As the Scottish Government looks to foster a long-term investment 

culture in our growing businesses, it should explore the role universities can 

have within the SNIB‟s work.  

4  Industry engagement to create opportunities  

  

An SNIB business advisory group would ensure the business voice is heard to 

create opportunities for Scotland, complemented by the SNIB working with 

existing intermediaries to ensure resources are used effectively  

  

4.1  As a potential cornerstone institution in the delivery of long-term 

investment to support economic  development, the SNIB has a role to play in 

supporting private and public initiatives to do even more for the Scottish 

economy. It is therefore critical that the business voice is heard at a strategic 

level within the SNIB. A business advisory group consisting of financial 

services providers, advisory firms and businesses of all sizes would provide a 

valuable conduit to ensure that the SNIB has the relationships it needs to 

consider market trends, international competition and make an impact.   

  

4.2 CBI members believe that an effective outreach and partnerships 

programme is critical to the success of the SNIB. A business advisory group 

would be a key stakeholder in achieving this, promoting the regional reach of 

a national institution. That said, it must be appreciated that the SNIB‟s 

objective could best be achieved in the short to medium term by working with 

existing lenders through financial guarantees to allow them to scale up their 
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activities and use their existing market expertise to make an immediate 

impact.   

   

5  The role of the SNIB to unlock infrastructure investment  

  

An opportunity to consider how the Scottish Government could encourage 

greater patient capital investment by pension funds to support infrastructure 

development in the long-term   

  

5.1  The development of the SNIB is an opportunity to consider how the 

Scottish Government could encourage greater patient capital investment by 

pension funds to support infrastructure development in the long-term.   

  

5.2 CBI research highlights that continued investment is needed across the 

country, with only 23% of businesses satisfied with the infrastructure in 

Scotland.11 Government investment can crowd private investment into patient 

capital if it is seen to signal good potential investments, supporting the 

development of major infrastructure projects that can help lift productivity.   

  

5.3 The CBI has previously recommended that connectivity should be the 

Scottish government‟s top infrastructure priority, welcoming continued 

progress in this area.12 In CBI Scotland‟s 2017 report on regional growth, it 

was recommended that the Scottish government must keep up the 

momentum and continue to improve connectivity, both between Scotland‟s 

City Deal regions and with key markets across the rest of the UK and 

abroad.13 The SNIB could play a strategic role in engaging with the 

investment community to improve the flow of private capital into the next 

generation of priority infrastructure projects that would deliver maximum 

benefit to the economy.   

  

5.4 CBI research shows 91% of firms rank digital networks as a key factor in 

investment decisions.14  CBI Scotland have previously recommended that the 

Scottish government ensures digital connectivity is integrated into all future 

infrastructure planning and development decisions so that it meets business‟ 

needs, working with the private sector to provide the funding necessary to 

deliver its commitment of ensuring that every business in Scotland is able to 

                                            
11

 Foundations for growth, CBI-AECOM Infrastructure Survey, November 2017  
12

 Pursuing prosperity, CBI, 2017  
13

 Pursuing prosperity, CBI, 2017  
14

 Taking the long view: a new approach to infrastructure, CBI-URS Infrastructure Survey, 

November 2014  
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access superfast broadband by 2021.15 The SNIB could be an important 

mechanism to support the goal of ensuring Scotland becomes a world-class 

digital nation.   

  

6  Support and encouragement to provide resilience beyond Brexit  

  

The SNIB has a role to play in providing on-going advice and support to 

entities and projects it has supported to catalyse investment, providing 

resilience as the UK prepares to leave the EU  

  

6.1 In order to provide resilience as the UK prepares to leave the EU, the 

SNIB should provide on-going advice and support to entities and projects it 

has supported to catalyse investment. The SNIB should not duplicate existing 

provision or initiatives, working with partners to provide a simple one-stop for 

access to finance.   

  

6.2 The Scottish Government should consider whether the planned scope of 

the SNIB ought to be expanded to fill the gap which may be left by a 

withdrawal from the EIF programme which specifically targets the needs of 

small and medium sized businesses, as the UK exits the European Union.   

  

6.3  The business community need contingency plans for the long-term 

replacement of EIF finance in the UK as soon as possible to avoid more 

uncertainty and the stemming of long-term business decisions. With the 

current status of EIF applications on operational pause, these contingency 

plans must look to replace all types of funding offered via the EIF. However, 

whilst there is a need to ensure that any gap left by the EIF is addressed, this 

should not detract from the long-term issues that the SNIB seeks to address 

to realise Scotland‟s economic potential.    

  

6.4 The CBI would also welcome clarity from the Scottish Government that 

the SNIB will provide a range of financial instruments, including the provision 

of financial guarantees. This will ensure funding is reaching businesses 

across Scotland by making existing channels more effective and potentially 

opening up new avenues for growth.   

General points  

  

• In principle, the CBI welcomes the Scottish Government‟s intention to create 

a SNIB.  

  

                                            
15

 Pursuing prosperity, CBI, 2017  
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• The CBI would echo the Council of Economic Advisors (CEA) suggestion that 

a SNIB could be a cornerstone institution in the delivery of long-term 

investment to support economic development in Scotland.   

  

• CBI members seek further clarity about the size and volume of the funds 

under the management of the SNIB.  

  

• The CBI would urge the SNIB to have a strategic dialogue with the BBB to 

unlock growth effectively and seize opportunities for Scotland. It should not 

duplicate existing initiatives but seek to add value to the whole Scottish 

investment ecosystem.  

  

This is an important moment at the start of a journey in fostering a long-term 

investment culture that creates opportunities for Scotland and enables economic 

growth. With Scottish economic growth fragile and business uncertainty prevalent as 

the UK prepares to leave the European Union, it is a vitally important that the 

Scottish Government acts to support investment and boost global competitiveness. 

This will provide resilience in changing international circumstances whilst promoting 

prosperity across the whole of Scotland.   
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30 October 2018  

  

Derek Mackay  

Cabinet Secretary for Finance, Economy and Fair Work  

The Scottish Government  

 

Dear Mr Mackay,  

  

Consultation on the Scottish National Investment Bank Bill  

  

CBI Scotland has welcomed the Scottish Government‟s commitment to establish a Scottish 

National Investment Bank and has since its announcement prepared a number of ideas for its 

purpose and objectives. The response submitted last year after consultation with CBI 

members is enclosed here for reference.   

  

CBI Scotland continues to believe that creating the conditions in which businesses of all sizes 

and sectors can prosper is essential to generating the jobs and revenue needed to fund high-

quality public services, and this begins with productivity. With the outlook for the Scottish 

economy subdued and Brexit-related uncertainty continuing to constrain growth in business 

investment, it is more important than ever to have a clear sense of direction for the Scottish 

economy and give confidence to businesses and investors developing their plans for the 

coming years. CBI Scotland thinks the Scottish National Investment Bank can play a pivotal 

role in that.   

  

CBI Scotland sees the Bank having a number of key objectives, which were set out in detail in 

the response last year:  

  

• Crowding-in: the creation of the Bank is an opportunity to consider how the Scottish 

Government can encourage greater patient capital investment by pension funds to support 

infrastructure development in the long-term. By using government investment to signal good 

potential investments for long-term private capital, we can support development of major 

infrastructure projects and help lift productivity.   

  

• Mission-orientated: a wide scope should be adopted assessing where growth can 

originate from to achieve the Bank‟s economic ambitions. While certain sectors offer a 

particularly attractive proposition to investors, the Scottish Government must ensure that it 

adopts a wide scope when assessing where growth can originate from and ensure that the 
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Bank reflects this in its approach to patient capital. Equally, the Bank will be better placed to 

stimulate regional development and long-term economic strategy through a national made for 

its programme of investment.  

  

• Open and transparent: the intention to set up an Advisory Board to inform the 

strategic direction of the Bank is welcome. It would be important to have a strong business 

presence on the Board through representation from financial services providers, advisory firms 

and businesses of all sizes who would be able to provide a valuable conduit to ensure that the 

Bank has the relationships it needs to consider market trends, international competition and 

make an impact.  

  

The creation of the Scottish National Investment Bank is an important step towards fostering a 

long-term investment culture that creates opportunities for Scotland and enables economic 

growth. In a time of fragile economic growth and wide-spread business uncertainty, the Bank 

has the potential to provide resilience in changing international circumstances and promote 

prosperity across the whole of Scotland.  

  

CBI Scotland and its members are ready to assist with further business feedback as the work 

to establish the Scottish National Investment Bank continues.  
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