The ‘post-intervention’ coefficients are all negative and fairly small in magnitude across the
different subgroups, which suggests that the differences in pre-pandemic characteristics
between the groups did not have a major bearing on how the employment levels of these
businesses changed during the pandemic. None of the estimates for the difference in
employment between the various subgroups of borrowers and similar groups of non-borrowers
are statistically significant. However, it is noteworthy that the estimates are all far smaller than
that for BBLS borrowers that have never been in arrears and not used PAYG (which is positive
and statistically significant). This suggests that borrowers that have been in arrears and/or used
PAYG did not outperform similar non-borrowers with respect to employment during the second
year of the pandemic in terms of maintaining and growing employment in the same way that
other borrowers did. This may be because businesses that felt the need to use PAYG or could
not keep up with their debt repayments and so became in arrears needed to cut their

employment costs in order to remain financially viable.
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Conclusion

The overarching aims of the Covid-19 Loan Guarantee Schemes were to offer support to
businesses experiencing disruptions to their cashflow and losses in revenue due to the Covid-
19 outbreak (CBILS and CLBILS) and allow rapid access to finance during the outbreak
(BBLS). The schemes facilitated almost £77 billion of finance for UK businesses and did so at a

rate not seen before from a government support scheme.

Evidence collected for the impact evaluation suggests that the vast majority of the finance
extended through the schemes was additional (i.e. would not have been provided in sufficient
speed or quantity in the absence of the schemes). The evidence also suggests that this finance
had a substantial impact on the survival, turnover and employment of participating businesses.
In particular, analysis of secondary data suggests that approximately 100,000 businesses and 1
million jobs were saved by preventing business closures. This also highlights the likely social

impact of the schemes in terms of preventing very high unemployment.

The results of the economic evaluation suggest that the schemes collectively represented good
value for money, but also highlight that the costs associated with schemes of this nature can be
very substantial. In particular, while the estimates for the benefit to cost ratios of the schemes
are above 1 (ranging from 1.24 in the Most Pessimistic scenario to 3.78 in the Core scenario),
the economic costs of the schemes are estimated to be in excess of £20 billion. This
emphasises the importance of the processes involved in the design and delivery of future
schemes. The fact that the estimated costs of CBILS are so much lower than the corresponding
estimates for BBLS highlights the importance of scheme design, and a consideration of the
trade-off between the speed of finance provision and robustness of credit checks. However, as
the full scale of the benefits and costs of the schemes is yet to materialise, further evaluation of

the schemes may be needed in the next few years.

With respect to process, the approaches taken for repayments and recoveries, including the
lender challenge process, assurance activities, enforcement activity and exploration of new
recovery strategies, may have been more effective than simply relying on BAU practices in the

context of the Covid-19 Loan Guarantee Schemes unique characteristics.
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Improving data sharing between government and lenders and between individual lenders, could

significantly enhance the impact of data analytics in future government programmes.

Enforcement activities were hampered by capacity constraints and lack of investigatory powers,
which would need to be addressed for future schemes to ensure enforcement can take place

rapidly and reduce risks of non-prosecution associated with delays in judicial proceedings.

The speed at which the schemes were designed and implemented (particularly BBLS) has had
long lasting implications on the effectiveness of the schemes. These are understandable given
the time pressures under which the schemes were designed and implemented, but
demonstrate the impact that the speed of design and implementation have had on delivery.

These include:

e Lenders having to deal with a large volume of application for facilities (far in excess of
BAU), meaning that some lenders had to design new processes to deal with this volume.

e Additional resources required to ensure facilities were provided to eligible businesses,
and that duplicate facilities were not provided, after facilities had been originated.

e Additional resources required from lenders to recover monies from businesses that
would not have received support without the schemes.

e Developing systems and procedures at the same time as the schemes were live,
alongside different requests from the BBB and other areas of Government which led to

additional resource requirements for lenders.

However, the design of the schemes, particularly BBLS, did achieve their objective of providing
rapid access to finance for businesses during the pandemic. This was achieved due to the
design of BBLS and the reduction in the credit checks required. It is also unclear how lenders
could have realistically handled the volumes of loan applications in a timely fashion without
removing many BAU checks. BBLS issued 270,000 loans in the first week, and close to
800,000 in the first month. Lenders conducting BAU checks on such a volume of applications
would have created an extensive backlog with businesses waiting significantly longer for a loan

during which period the survival of the business may have been at risk.

Enforcement activities have not been as effective as they could have been due to challenges

within the programme’s control (e.g. contractual, investigatory powers and management of
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external enforcement partners), although these have improved over time, and factors outside

the control of the programme (e.g. delays in the judicial system).

The value of losses due to fraud appear to be lower, or at least in line with initial estimates.
Reasons suggested for this include repayments of fraudulently claimed facilities, enforcement

work and an initial over-estimate of the expected losses due to fraud.

BBB appear to have developed a strong working relationship with a wide range of lenders,

many of which did not have existing relations with the BBB.

Table 48 outlines the key objectives of the schemes and presents a brief summary of the
evidence collected across the whole of this evaluation to assess the success of the schemes

against each obijective.
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