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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. 



SCOTTISH ENTERPRISE 

2 
 

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

 

 

 

 

 

 


