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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 
 

AGENDA 
 

24th Meeting, 2019 (Session 5) 
 

Tuesday 10 September 2019 
 
The Committee will meet at 9.45 am in the David Livingstone Room (CR6). 
 
1. Declaration of interests: Richard Lyle will be invited to declare any relevant 

interests. 
 
2. Choice of Deputy Convener: The Committee will choose a Deputy Convener. 
 
3. Decision on taking business in private: The Committee will decide whether 

to take items 6, 7 and 8 in private. 
 
4. Subordinate legislation: The Committee will take evidence on the Debt 

Arrangement Scheme (Scotland) Amendment Regulations 2019 [draft] from— 
 

Richard Dennis, the Accountant in Bankruptcy and Agency Chief 
Executive, Alex Reid, Head of Policy Development, and Kelly Donohoe, 
Head of Debt Arrangement Scheme & Trust Deeds, Accountant in 
Bankruptcy. 
 

5. Pre-Budget Scrutiny: The Committee will take evidence as part of its pre-
budget scrutiny from— 

 
Lorna Gregson-MacLeod, Head of Planning and Partnerships, and Rachel 
Hunter, Director of Service Delivery, Highlands and Islands Enterprise; 
 
Kenny Richmond, Head of Insight and Economics, and Dr Wendy Hanson, 
Team Leader, Grant Appraisal, Scottish Enterprise. 
 

6. Subordinate legislation: The Committee will consider the evidence heard at 
today's meeting. 

 
7. Pre-Budget Scrutiny: The Committee will consider the evidence heard at 

today's meeting. 
 
8. Work programme: The Committee will consider its work programme. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PRE-BUDGET 2020-21 SCRUTINY: ENTERPRISE AGENCY FINANCIAL 
SUPPORT  

SUBMISSION FROM Scottish Enterprise Submission 

1. Introduction

Scottish Enterprise (SE) has gone through significant changes over the last 18 months, 

culminating in the launch of our Strategic Framework, Building Scotland’s Future 

Together, in June. We are transforming the way we work, focusing on building economic 

resilience, investing in growth, and addressing the long-term opportunities and challenges 

facing the Scottish economy. 

We welcome the Committee‟s focus on Regional Selective Assistance (RSA) and other 

financial support for businesses in its 2020/21 pre-budget scrutiny. SE‟s approach to grant 

funding is evolving and this is reflected in our Strategic Framework: 

 In our 2019/20 operating plan:

o Making job-related grants contingent on fair work practices and consider

how to apply this more widely across all grants and services.

o Delivery of a new model for business grants, offering transparency,

consistency and speed in eligibility and decision-making.

 Establishing a national centre of excellence for grant management during the

lifetime of our 3-year plan, tapping into artificial intelligence and technology

development to transform customer experience.

In this submission, we have answered the specific questions addressed to us by the 

Committee and have also responded to some of the questions in the general call for 

evidence where relevant.  

2. Regional Selective Assistance and other financial support

2.1 How much has been: committed, drawn down, lost, clawed back over the last 5 
financial years and the sector/size breakdown of recipients 

The tables in annex A provide a breakdown of commitments (table 1), expenditure (table 2), 

clawbacks (table 3) and write offs (table 4) for each year 2014/15 to 2018/19. 

80% of our direct company funding projects are for SMEs – this includes grants such as 
RSA or R&D but also contributions to the cost of support such as technical advice or an 
overseas market visit. 

Larger grants, such as RSA, are paid out over several years, in line with project milestones. 

As such, payments in any one year (table 2) could be in relation to grants commitments 

made in previous years. Similarly, sums clawed back or written off in any particular year 

(tables 3 and 4) will, overwhelmingly, relate to grants committed and paid out in previous 

years.  These lags need to be considered when reviewing the data provided in specific years 

across each of the tables provided – for example, it is not possible to directly relate the 

amount clawed back in 2014/15 with the amount committed in that same year. 
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We also have a variety of smaller grants, usually part-payment (the intervention rate is 

between 20% and 50% of total project costs, and is reviewed regularly) for an investment in 

expertise or a specific service.  

2.2 When have Scottish Enterprise been unable to claw back monies and why? 
 

Grants are provided in response to a defined market failure where we are looking to 

stimulate activity in the economy. As Scotland‟s national economic development agency, 

encouraging, promoting and incentivising investment and innovation is a key priority. This 

requires an inherent level of risk and a positive attitude to funding. 

 

We do not attach security to grants as this would change the nature and risk profile of the 

award and could have a negative impact on the company securing finance from lenders.  

 

However, to protect public investment, we agree conditions for the grant, where the support 

has aided the creation of assets (such as jobs or new equipment), enabling clawback in 

situations where those conditions are breached. This is international best practice for 

economic development grant funding. 

 

In cases where the company has gone into administration or liquidation, we will put in a 

claim, as appropriate, as an unsecured creditor for the full amount repayable and may 

receive a dividend in the process, depending on the level of funds available. 

 

However, this is not the only circumstances where we would seek to clawback funding. A 

company may breach the conditions of the grant due to a project being terminated (after 

some or all grant is paid) or a failure to retain grant-assisted project jobs and assets for the 

contractual period required, which will extend into the post-completion stage of the project. 

Grants are paid in instalments and, if a project is scaled back as it develops, we would seek 

to pay grant proportionately, taking into account value for money and state aid limits). In 

those cases where grant is to be recovered, our success in clawback is subject to a 

company having the funds to repay the amount due.   

 

When the amount recoverable is in dispute, SE has the legal option as a last resort, but may 

have scope to negotiate. Factors that would be considered include state aid requirements 

and value for money, based on the objectives of the grant. When we have exhausted legal 

efforts to reclaim grant from a still-trading company, failure to clawback is usually due to a 

company demonstrating that it is unable to pay due to lack of cash resources. It is not 

usually in the best interests of the Scottish economy for SE to force a company into 

administration to recover grant funding. We will always take a balanced view when pursuing 

clawback, including a wide range of factors such as the financial health of the company in 

question, any potential impact on its supply chain, and the likely repercussions for the local 

community were that company to enter administration.  

 

2.3 Milestones and retentions 
 

As mentioned in 2.1 above, larger grants, such as RSA, are paid in instalments upon 

completion of project milestones. This mitigates risk to the public purse by ensuring that 

grant payments are made at the time of need and commensurate with project progress. 

 

The grant appraisal team will devise a profile and set triggers for payments of each 

instalment. These triggers will be specific to the project and may include project spend, job 

creation, technical milestones, or obtaining a minimum level of external funding. 
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2.4 Reasons for the recent reduction in RSA spending 
 

RSA is a demand-led grant, responding to opportunities presented by company projects.  

Changes to state aid rules in 2014 (details below) meant that the size of projects being 

supported reduced, which had a consequent impact in spend in following years.  However, 
this trend arrested in 2018/19 and commitments have risen again. 
 

The state aid rule changes in 2014 (e.g. aid could no longer be granted to expansion 

projects, only new activity) meant that larger companies found it more difficult to apply RSA 

to their projects. As larger companies tended to undertake projects of a greater scale than 

SMEs, there was an overall decline in commitments. Following the changes, we launched a 

targeted customer engagement programme aiming to increase the number of applications. 

 

Following this engagement programme, commitment figures have increased.  For example, 

in 2018/19: 

 
 Accepted offers increased up to £24.5m, compared to £14.5m in the previous 

financial year. 
 A greater scale in projects among SMEs, with the average grant being £255k, 

compared to £151k in the previous financial year. This, in turn, means that 
SMEs are investing more.  

 

The indications at the end of Q1 2019/20 are that these growth trends are continuing. 

 

It is also worth noting that, while spend is down, other metrics are up. For example, in the 

last four years:  

 

 The number of offers are up by 6% 

 Planned capital expenditure has increased by 220%, and  
 Planned jobs are up by 31% 

 

3. Impact and Evaluation 
 
3.1 What analysis and evaluation is being done of the impact 
 
Measuring the impact of any one particular form of support, such as RSA grants, is 

challenging as it is rare that a company will receive only a single intervention. Many of the 

companies in receipt of RSA support (around two thirds of recipients in the last nine years) 

have been account managed and will likely have received a variety of other support as part 

of the overall package. Identifying the impact of one element in isolation is difficult and, our 

evidence shows, it is the total package of support which really drives impact. 

 

There are two broad ways of measuring impact: company surveys and econometric 

analyses. There is no „silver bullet‟ approach to doing this and both methods have their 

advantages and disadvantages and SE therefore uses a variety of approaches and then 

combines the results. 
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For example, company surveys ask grant recipients, anonymously, to estimate company 

performance without the grant. This provides a rich and wide range of evidence on why 

grants make a difference, what companies would have done without the grant, and the range 

of benefits. As these surveys usually involve personal contact there is the opportunity to ask 

more detailed questions so that a better understanding can be gained of the support given.  

However, company surveys do run the risk of respondent bias, either giving an answer that 

they feel will increase their chances of getting further support (despite the anonymity) or, 

conversely, being reluctant to acknowledge any impact from external factors. Also, some 

companies may not fully „remember‟ the exact circumstances of the grant, and it can be hard 

for some companies to estimate what their performance would have been without the grant. 

 

Econometric analyses estimate impact based on comparing the performance of supported 

companies to similar companies that have not received support using official government 

statistics. This approach has the advantages of not being dependent on qualitative estimates 

of impact by companies, which eliminates respondent bias. There is, however, a potential 

methodological problem of selection bias – the companies applying for and receiving support 

may differ in some way from those not receiving support. In particular, it can be difficult to 

obtain a sufficiently large number of comparator companies, in a small country like Scotland, 

to be able to derive statistically robust results. 

 

In the last decade, there have been four evaluations commissioned by SE that considered 

the impact of RSA: 

 
 A 2013 econometric analysis of RSA by the Enterprise Research Centre. 

 An evaluation of SE‟s interventions with Account Managed companies by Upper 

Quartile consultants and published in 2013. The raw data for this was analysed in 

greater detail by SE to consider the impact on those Account Managed companies 

that also received RSA support. 

 An econometric analysis undertaken by the Fraser of Allender Institute at Strathclyde 

University that is currently underway. The results of this are expected in October.  

 A qualitative survey of companies receiving grants (including RSA) by EKOS 

economic consultants that is currently underway. The results of this are also 

expected in October. 

 

3.2 What due diligence and accountability processes are followed by the enterprise 
agencies? 
 

Grant appraisals include diligence procedures proportionate to the level of assistance 

sought, balancing the risk to public funds against the administrative impact on the recipient. 

 

All projects will be reviewed in relation to human rights requirements, fair work practices and 

on their financial viability. Grants for technical projects (such as SMART and R&D) will also 

undergo a technical due diligence which may include an intellectual property diligence 

check.  

 

Further detail is included in our paper “Appraising and evaluating Regional Selective 

Assistance (RSA)” submitted to the Committee on 9 August 2019. 

 

4. Grant Management 
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4.1 Views on the eligibility criteria, application and approval process 

In addition to the state aid regulations, grant applications must comply with all the following 

SE criteria: 

 Additionality - a convincing demonstration that without RSA the project would not go

ahead in this area or would go ahead on a smaller scale.

 No prior start – that project activity has not started. The application must be

submitted, and an offer made, before work has commenced to show the grant is

genuinely needed.

 Jobs - that projects create or safeguard sustainable jobs. Projects which are likely to

create over-capacity and/or displace jobs from another UK assisted area will not

qualify. Relocation projects will not normally qualify unless relocation involves a

significant increase in net employment.

 Viability – that the company undertaking the project is viable and the project has a

good chance of being self-sustaining by the completion of the investment.

 Funding – that, as RSA represents funding of last resort, the applicant will have

explored all alternative sources of funding before applying.

 National and regional benefit – that projects will contribute positive benefits to both

the regional and national economy.

 Capital investment – that projects involve an element of capital investment.

 Human Rights – that prior to an application being accepted (into any SE grant

scheme) a human rights due diligence check may be required.

For R&D and SMART grants, the project must also be technically innovative at a company or 

national level respectively. 

The application and approval process varies depending on the level of funds requested. The 

larger the investment from SE, the more detailed the diligence process. SE grant funding is 

awarded in a similar timeframe to that of the applicant‟s own Board level decisions and those 

of commercial banks.  

Work is underway, as part of SE‟s digital transformation, to simplify and streamline the grant 

application process using online channels. 

4.2 How well do RSA and other grants interact with other SE and HIE interventions? 

We look at the requirements of the business and will present an integrated package of 

support, so very integrated into the process. 

4.3 How does Scottish Enterprise establish that jobs are created/saved as a direct 
result of spending?  

The assessment of the number and type of jobs being created/safeguarded by a project is 

undertaken at the grant application stage. Projects which are likely to create over-capacity 

and/or displace jobs from another UK assisted area will not qualify. Similarly, relocation 

projects will not normally qualify unless relocation involves a significant increase in net 

employment. During appraisal, SE ensures jobs created/safeguarded meet fair work policies 

and procedures and that jobs being safeguarded are proven to be genuinely at risk.  
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At interim and final claim stages a claim for grant must be accompanied by an independent 

accountant‟s report. Project jobs created or safeguarded as part of the project per the claim 

form are certified within this report.  
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4.4 How many failed applications for RSA have there been over the past 5 years and 
the main reasons given for refusal.  
 

Where we have a pre-existing relationship with a company, if they are account managed for 

example, we would work with them to identify the right support for particular projects. This 

means that projects which would be ineligible for large grants, such as RSA, are 

discouraged from applying.  

 

Our goal, with all eligible grant applications we receive is to find a way to support the project, 

and there is a strong discursive relationship with the applicant during the appraisal process 

to give the application the best possible chances of progressing to approval. 

 

Due to this, the actual refusal rate for RSA is relatively low, at 6.5% over the course of the 

last five years.  Occasionally, companies withdraw the application before approval.  This can 

happen for a variety of reasons, such as the project not proceeding. 

 

RSA Applications Rejected or Withdrawn 
 FY2014-

15 
FY2015-
16 

FY2016-
17 

FY2017-
18 

FY2018-
19 

Totals 

Total 
Applications 

145 83 85 94 83 490 

Total accepted 121 65 65 75 69 395 

Total rejected 9 2 9 5 7 32 

Total withdrawn 15 16 11 14 7 63 

 

The main reasons for an RSA application being declined are as follows: 

 

 Prior Commitment – the project has already started. 

 Ineligible Sector – as defined by state aid regulations – e.g. mining, synthetic 

materials etc. 

 Displacement – project essentially moving investment and jobs from one part of 

Scotland to another – sectors such as leisure, tourism and retail are particularly 

impacted by this. 

 No Funding Gap – no indication that the RSA is being sought as a last resort. 

 Ongoing viability not demonstrated – in terms of finance, experience of 

management team, market expertise etc. 

 Share of risk by the applicant not demonstrated. 
 

5. Conditionality 
 

5.1 What progress has been made towards introducing more conditionality? Whether 
more conditionality should be applied to RSA funding in addition to that announced 
over the past year. 
 

From April 2019, fair work conditions applied to RSA, and other large job-related grants, 

ensuring that: 

 

 Only jobs paying the Real Living Wage will be eligible for grant support. 
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 Jobs with zero-hour contracts will be ineligible for grant support; and any wider use of 

zero hours contracts by the company will be reviewed as part of the appraisal 

process. 

 Applicants with over 250 employees meet the legal requirement to report on their 

gender pay gap. We will also support smaller applicants to calculate their gender pay 

gap; and encourage all applicants to take steps to narrow the gap. 

 

The introduction of Fair Work First has had no impact on the number of applications, with the 

figures from the first quarter of 2019/20 being broadly similar to those of 2018/19. 

 

A balance needs to be struck, when considering conditionality, between ensuring that only 

socially responsible businesses are accessing support and not placing too many barriers in 

the way of much needed investment. 

 

6. Conclusion 
 
We trust that this submission helps to inform the Committee‟s work and we look forward to 

continued engagement on this topic and other important aspects of economic development 

as we develop our plans and approaches over the next year and beyond.   
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Annex A 
Table 1 – Commitments 
 
£k 2015 2016 2017 2018 2019 Grand 

Total
RSA grants Aerospace, Defence & Marine 17,340 2,254 100 695 430 20,819

Chemical Sciences 790 1,500 350 76 2,716

Construction 2,455 1,088 272 1,823 1,258 6,895

Creative Industries (incl DM) 1,540 360 997 1,054 700 4,651

Enabling Technologies 4,979 4,223 6,535 1,443 6,161 23,340

Energy 6,323 460 550 1,340 785 9,458

Financial & Business Services 5,851 2,077 3,940 2,795 8,510 23,173

Food & Drink 4,145 2,719 1,373 2,152 1,402 11,791

Forest Industries 242 374 1,290 1,906

Life Sciences 3,255 90 524 930 745 5,544

Other sectors 1,092 1,226 840 1,685 2,695 7,538

Textiles 511 96 610 260 580 2,057

Tourism 235 235

RSA grants Total 48,523 16,467 16,090 14,487 24,555 120,122
Other grants Aerospace, Defence & Marine 4,457 1,412 3,102 14,163 7,485 30,620

Chemical Sciences 1,039 1,475 2,522 2,199 2,599 9,834

Construction 2,564 1,564 3,145 2,153 4,222 13,648

Creative Industries (incl DM) 3,409 4,693 5,746 4,642 5,394 23,884

Enabling Technologies 9,648 14,775 16,367 25,510 22,982 89,281

Energy 10,010 15,990 33,014 27,344 13,835 100,193

Financial & Business Services 1,004 2,355 2,527 4,080 2,032 11,998

Food & Drink 4,851 6,883 8,010 8,946 6,023 34,713

Forest Industries 209 157 355 428 364 1,514

Life Sciences 4,450 5,456 9,249 19,835 25,605 64,596

Other sectors 5,687 7,977 9,633 3,995 21,923 49,215

Textiles 727 1,249 2,069 1,759 1,366 7,171

Tourism 1,748 10,384 3,532 1,990 1,632 19,285

Universities 291 663 3,980 8,224 2,228 15,387

Other grants Total 50,096 75,033 103,251 125,269 117,690 471,339
Grand Total 98,619 91,500 119,342 139,755 142,245 591,461
 
 
Table 2 - Expenditure 
 
£k 2015 2016 2017 2018 2019 Grand Total
RSA grants 32,754 26,743 23,181 17,196 12,600 112,474

Other grants 55,580 53,531 64,503 72,041 102,852 348,507

Grand Total 88,334 80,274 87,684 89,237 115,452 460,981
 

 

Table 3 – Claw Backs 

 

£k 2015 2016 2017 2018 2019 Grand 
Total

RSA grants 1,242 632 801 2,304 6,713 11,692

Other grants 366 3,368 329 341 2,314 6,719

Grand Total 1,608 4,000 1,130 2,645 9,028 18,411
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Table 4 – Write Offs 

 

£k 2015 2016 2017 2018 2019 Grand Total
RSA grants 330 635 1,211 1,389 464 4,029

Other grants 70 365 792 60 486 1,773

Grand Total 400 1,000 2,003 1,449 950 5,802
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SCOTTISH ENTERPRISE 
APPRAISING AND EVALUATING REGIONAL SELECTIVE ASSISTANCE (RSA) 

 
1. INTRODUCTION 

 
This paper provides an overview of Scottish Enterprise’s (SE) approach to 
appraising and evaluating the Regional Selective Assistance (RSA) grants 
programme. 
 
The RSA scheme, which transferred into Scottish Enterprise’s portfolio from Scottish 
Government in 2008, has three complementary objectives: 
 

 help create and safeguard jobs in selected areas; 

 help attract and retain internationally mobile investment; 

 contribute to regeneration and competitiveness of particular localities. 
 
There are two limits on the amount of assistance that can be offered - those set by 
the European Commission (EC), and SE’s internal cost-per-job limit.  The size of 
investment depends on the assisted area within which the project will take place, 
and the size of the enterprise. Small enterprises may receive up to 30% of total 
project costs, medium enterprises up to 20% and large enterprises up to 10%. In the 
Highlands and Islands, an additional 5% uplift may be applied in ‘low population 
density’ areas. 
 
Aid for initial investment applies to projects requiring significant investment in capital 
expenditure. The award is based on location and size of business, amount of eligible 
capital expenditure, number of jobs created/safeguarded as a direct result of the 
project and payment of the real living wage. 
 
Aid for job creation applies to those projects which involve relatively low levels of 
capital expenditure, but which create new (not safeguarded) jobs that pay the real 
living wage. The grant is calculated as a proportion of the first two year’s salary 
costs. 
 
RSA grant applications must comply with all the following SE criteria, in addition to 
EC rules: 
 
Additionality - a convincing demonstration that without RSA the project would not 
go ahead in this area or would go ahead on a smaller scale. 
 
No prior start – that project activity has not started. The application must be 
submitted, and an offer made, before work has commenced to show the grant is 
genuinely needed.  
 
Jobs - that projects create or safeguard sustainable jobs. Projects which are likely to 
create over-capacity and/or displace jobs from another UK assisted area will not 
qualify. Relocation projects will not normally qualify unless relocation involves a 
significant increase in net employment.  
 
Viability – that the company undertaking the project is viable and the project has a 
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good chance of being self-sustaining by the completion of the investment. 
 
Funding – that, as RSA represents funding of last resort, the applicant will have 
explored all alternative sources of funding before applying.  
 
National and regional benefit – that projects will contribute positive benefits to both 
the regional and national economy.  
 
Capital investment – that projects involve an element of capital investment. 
 
Human Rights – prior to an application being accepted (into any SE grant scheme) 
a human rights due diligence check may be required, depending on the scale of the 
company and project. 
 
 

2. APPLICATION AND APPRAISAL 
 

2.1 Application 
 
Before the application stage, companies are offered a meeting with the Grant 
Appraisals team, both to assist in ensuring that the proposed project is a good fit 
with the RSA scheme and to talk them through the detail of the application process; 
further information is also available on Scottish-Enterprise.com. 
 
The RSA grant scheme is not competitive, with all applications assessed on their 
individual merits. Projects need to demonstrate a need for assistance, be viable, and 
provide a net benefit to the wider economy. An RSA application requires the 
following information:  
 

1. description of the project outlining its purpose, rationale, product, market 
objectives, relationship to the company’s existing operation and employment 
projections; 

2. a breakdown of capital costs by year in which they are likely to arise; 
3. audited accounts for the last 2 to 3 years, more recent management or 

unaudited accounts if available, and group accounts where appropriate; 
4. cash flow and forward trading estimates; 
5. details of how the project is to be financed 
6. curricula vitae for all directors and other key personnel; 
7. detail on the company’s markets, and identity and location of competing 

businesses; 
 

2.2 Appraisal 
 
The procedures for appraising whether a project meets the criteria for support are 
proportionate to the level of assistance sought. The larger the investment from SE, 
the more detailed the diligence process. SE grant funding is awarded in a similar 
timeframe to that of applicant’s own Board level decisions and that of commercial 
banks.  
 
Key appraisal criteria are outlined below: 
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Need for assistance – verification that there remains a financial need for RSA 
assistance, that the project is in an eligible sector/technology (as defined by State 
Aid guidelines), and activity has not already commenced. 
 
Commercial prospects – investigation of the validity of the applicant’s claims 
regarding its markets/customers (by review of competitors, trends in customer 
base/markets and skillset(s) required to deliver the project). 
 
Staffing - ensuring created/safeguarded jobs meet fair work policies and 
procedures, and claims made about safeguarded jobs are proven to be genuinely at 
risk. 
 
Financial assessment - determining the financial viability of the project and 
company, adequacy of the funding package, and assessment of project benefits to 
both regional and national economies.  
A range of factors are taken into account when determining the total amount of 
support to be provided, including the strategic/sectoral benefits, the adequacy of the 
funding package to ensure the public sector is not taking an undue share of risk, the 
inclusive growth impacts and the ability of an applicant to exploit the investment 
opportunity via increased turnover, productivity, innovation, export growth, and new 
market opportunities.  
 
Grant levels above £500,000 require an additional Economic Impact Assessment 
(EIA), undertaken by SE economists1. 
 
Project appraisal involves ongoing discussion and negotiation with applicants, during 
which clarifications on timing of milestones, and therefore payments, may be sought 
and funding expectations set. 
 
Appraisal staff negotiate in all cases, regardless of size, to establish the minimum 
necessary assistance required. In so doing, staff consider all relevant factors, 
including overall profitability of the project, degree of risk involved, the extent to 
which the project is nationally or internationally mobile and the number of jobs to be 
created. Attention is also paid to the total public-sector contribution to the project. In 
deciding whether to make an offer, SE balances all factors, weighing up opportunity 
vs. risk. 
 
 

3. ECONOMIC IMPACT ASSESSMENT (EIA) 
 
Economic Impact Assessments (EIA) help inform appraisals by providing a range of 
economic indicators relating to the wider economic impact/ benefits of a project 
relative to the level of grant proposed. This quantification is helpful, particularly in 
assessing the appropriate level of support that should be awarded, ensuring value 
for money in terms of the ratio of Gross Value Added to the grant award.  
 
                                                
1
 This £500k threshold is consistent with other SE grant products for reasons of proportionality of 

approach and best use of internal resources 
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EIA’s consider the wider benefits of a project including positive impacts on the 
supply chain and assist in validating market opportunity including impacts on the 
competition within Scotland, and potential enhancement of the labour market skills 
base.   
 
They complement the wider qualitative approach by offering an assessment of the 
potential net additional economic benefits of the RSA supported project i.e. the 
economic benefits that would not occur without the project. Using information from 
the grant application, published accounts, and data on wider sector economic 
performance and local/national economies, an informed assessment of potential 
economic impact can be made. 
 
The EIA considers the following (further detail is provided in Appendix 1): 
 

 the company’s project location alternatives; 

 profile of the applicant’s business, business model and local economy 

characteristics; 

 historic and estimated future company performance; 

 the potential implications for domestic competitors; 

  the potential for supply chain and other spillover benefits. 

This information allows an estimate of the potential net additional economic impact 
of the project in terms of:  
 

 gross and net additional employment impact 

 assessment of gross and net additional gross value add (GVA) impact. 

 Impacts relative to value of RSA grant 
 

If a project does not appear to represent good value for money, the appraisals team 
use the EIA outcomes as leverage to negotiate the scale of the RSA offer. 
 
 

4. GRANT OFFERS/ PAYMENTS/ MONITORING 
 
Grant payments are linked to achieving specific project milestones. Triggers for 
payments are negotiated with the applicant and set out in the offer letter. Payments 
are phased in line with capital expenditure and/or job creation, are paid in arrears, 
and will not exceed the applicant’s cash expenditure on project assets (or wages in 
the case of Aid for Job Creation offers). Both employment levels and assets are 
required to be retained for a designated period after the final grant instalment. 
 
SE informs companies when their claims are due, to facilitate smooth financing of 
the project. Companies are reminded to submit regular claims which detail the 
progress of the project. Provided the contractual (capital expenditure and/or 
employment) triggers have been met, and the company remains financially viable, 
payment can be made. 
 
Any deviations from the project plan will be re-appraised to establish if sufficient 
progress has been made to release a part-payment. 
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5. EVALUATION AND PROGRAMME EVIDENCE 

 
SE regularly carries out evaluations of evidence of programme performance, which 
is essential to inform decisions on future programme delivery.  We are currently 
carrying out an evaluation of SE’s large grants, being delivered by Fraser of Allander 
Institute and EKOS Ltd.  This joint econometric analysis and qualitative case study 
exercise will offer up-to-date evidence on the following areas:  
  

 the market failures that RSA grants address within current and future 
environments  

 the role of RSA grants in stimulating leverage  

 the economic outcomes and impacts of grant funding 

 complementarity with other support given 

 contribution to Scotland’s attractiveness. 
 
Past evaluations of most relevance are: 
 

 2013 - Regional Selective Assistance in Scotland: econometric analysis 
2004–2011 (Aston Business School)2.  

 
Analysis of RSA awards made to 693 businesses matched to the Business 
Structure Database, resulting in coverage of £122 million of offers and £99 
million of payments. The work was used to assess the impact of RSA 
assistance on growth, isolating the impact of assistance from other 
contributing factors, looking at the effect of assistance on employment, 
turnover and productivity growth. The evidence concluded that being in 
receipt of RSA had a positive impact on the economy. Importantly, the 
programme was responsible for generating additional jobs within a period of 
economic downturn.  

 

 2008 - Evaluation of the Regional Selective Assistance (RSA) Scheme in 
Scotland between 2000-2004 (Kingston University, Aston University, 
University of Warwick)3.  

 
The econometric analysis was based on a bespoke survey of 314 (of 360) 
assisted and non-assisted businesses. Total support offered extended to 
£126.6m over the 2004-2011 period, with mean and median grants of 
£351,648 and £100,000 respectively. The evaluation concluded the operation 
of the scheme met its objectives by supporting investment projects in 
businesses and plants that might otherwise have not taken place at all in 
Scotland, or would not have proceeded at the scale or timescale anticipated 
by investors. Further, it achieved these results in a cost-effective way and with 
significant positive short-terms economic returns to the economy. 

  

                                                
2
 http://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=552 

3
 https://www.webarchive.org.uk/wayback/archive/20170701212338/http://www.gov.scot/Publications/2008/03/20102609/0 
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6. CONCLUSION 

 
We trust that this submission helps to inform the Committee’s work and we look 
forward to discussing this topic with them at the session on 10 September.   
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Appendix 1 
 
Economic Impact Assessment (EIA) 
 
The long-established and robust process undertaken to make an informed economic 
assessment of a proposed project includes: 
 

 An overall understanding of the project, level of grant funding sought; and the 

applicant’s location alternatives 

 Overall company performance (annual turnover, employment), including recent 

trends 

 Profile of the applicant’s business, business model and characteristics of the 

local economy (including profile and robustness of the local job market) 

 Assessment of export capacity/capability and implications for domestic 

competitors 

 Justification for funding, e.g. funding shortfall and/or a package required to be 

competitive 

 Amount of support requested relative to the ability to self-fund or contribute to 

funding 

 Calculation of total employment costs-per-head; 

 Calculation of average salary of jobs to be created/safeguarded vs 

local/Scottish/UK averages (by job type)4; 

 Calculation of annual gross additional employment impact (i.e. numbers of jobs 

created/safeguarded both with and without project funding over 5 years), 

specifically: 

- Total Jobs 

- Cost-per-job 

- Gross wages per-head 

 Assessment of annual gross economic impact (GVA)5 over 5 years, 

specifically: 

- Total GVA 

- Gross GVA per head 

- Gross impact ratio, i.e. the ratio of gross GVA to grant award 

 Assessment of levels of additionality to calculate net impact. Adjustments 

include:  

- Deadweight: the likelihood of the project going ahead (all or in part) 

without SE support. Assessment is subjective and based on the strength 

of the case presented by the applicant; 

- Labour Market Displacement: the likelihood of whether the company will 

be able to recruit staff without adversely impacting other employers; 

- Product Market Displacement: adjustment relating to the company’s 

competitors in Scotland and direction of product(s) market growth;  

- Leakage: employment and GVA generated outside Scotland. 

                                                
4
 By comparison to the latest Scottish Annual Business Statistics, by sector data 

5
 Where GVA=employment costs+ depreciation + earnings before interest and taxes 
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 Application of relevant multipliers to capture potential supply chain and induced 

(wage) impacts6; 

 Net impact calculations, over 5-years, include: 

- Total net employment 

- Cost-per-net job 

- Total net GVA  

- Net GVA per head 

- Net impact ratio, i.e. the ratio of net GVA to grant award. 

                                                
6
 http://www.gov.scot/Resource/0052/00522789.pdf  
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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.  
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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. 

 

 

 

 

 

Highlands and Islands Enterprise 

August 2019 
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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. 
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	Additionality - a convincing demonstration that without RSA the project would not go ahead in this area or would go ahead on a smaller scale.
	No prior start – that project activity has not started. The application must be submitted, and an offer made, before work has commenced to show the grant is genuinely needed.
	Jobs - that projects create or safeguard sustainable jobs. Projects which are likely to create over-capacity and/or displace jobs from another UK assisted area will not qualify. Relocation projects will not normally qualify unless relocation involves ...
	Viability – that the company undertaking the project is viable and the project has a good chance of being self-sustaining by the completion of the investment.
	Funding – that, as RSA represents funding of last resort, the applicant will have explored all alternative sources of funding before applying.
	National and regional benefit – that projects will contribute positive benefits to both the regional and national economy.
	Capital investment – that projects involve an element of capital investment.
	Human Rights – prior to an application being accepted (into any SE grant scheme) a human rights due diligence check may be required, depending on the scale of the company and project.
	2.1 Application
	Before the application stage, companies are offered a meeting with the Grant Appraisals team, both to assist in ensuring that the proposed project is a good fit with the RSA scheme and to talk them through the detail of the application process; furthe...
	The RSA grant scheme is not competitive, with all applications assessed on their individual merits. Projects need to demonstrate a need for assistance, be viable, and provide a net benefit to the wider economy. An RSA application requires the followin...
	2.2 Appraisal
	Financial assessment - determining the financial viability of the project and company, adequacy of the funding package, and assessment of project benefits to both regional and national economies.
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