
Summary

Introduction, Overview and Methodology
e The COVID-19 pandemic had a significant impact on Scottish businesses and the

economy, with impacts differing across sectors, reflecting their ability to trade
during the pandemic.

e Given the pace and scale of the collapse in economic activity in some sectors, the
Scottish and UK Governments introduced a significant package of business
support measures aimed at helping businesses survive and maintain employment
through the crisis.

e This report builds on earlier work to evaluate the impact of the support measures
available to businesses in Scotland. It considers measures introduced by both the
Scottish and UK Governments up to summer 2021. It draws on scheme
management information data, survey data, business intelligence, secondary
sources and modelling work to understand how many businesses have been
supported and the extent to which the measures have helped businesses survive
through the immediate crisis.

e It considers the extent to which businesses report that their needs were met by
the current package of support, and summarises businesses' views on priorities
to be considered in any future support.

Uptake of Business Support Schemes
e Data from the Office for National Statistics' (ONS) Business Insights and

Conditions Survey (BICS) shows that 32% of businesses in Scotland received
Scottish Government (SG) grant support, 80% received support from the
Coronavirus Job Retention Scheme (CJRS) at its peak and 34% received support
from UK Government-backed accredited loans or finance agreements.

e There was a steady increase in the share of businesses receiving UK
Government-backed loan support over the period June-July 2020 to June-July
2021.

« 43% of businesses still had staff on furlough leave in June-July 2021, highlighting
the reliance many businesses had on CJRS even as restrictions eased in
Scotland.

e Ofthe SG grant schemes, the Strategic Framework Business Fund had the
greatest reach with 20% of businesses in scotland receiving support. 13%
received Small Business Grants, 6% received the Business Contingency Fund,
and 5% received financial support from the Business Restart Grant. 1 in 10 (11%)
businesses received sector-specific grants from the SG.

e The Accommodation & Food Services sector had the highest proportion of firms
receiving support from SG grants (78%), reflecting the targeting of much of the
SG support schemes at those sectors most impacted.

e Ahigher proportion of SMEs (34%) received SG grant support than large
businesses (10%), reflecting the targeting of SG grant support at smaller
businesses.

e The BICS findings are reflected in the scheme management information data
which indicates that the CJRS had the greatest reach of all the schemes, with
906,400 jobs in Scotland furloughed under the scheme since its inception,
accounting for more than a third of all employee jobs in Scotland.
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to take on new debt given the uncertainties they face. Nevertheless, the number
of businesses receiving financial support from the UKG government-backed loan
schemes has increased since the initial evaluation undertaken in summer 2020
indicating that businesses are taking tentative, but necessary, measures to
survive in subsequent lockdowns.

e Where debt has been taken on, there were fears that it may hamper business
recovery and growth for many businesses. This indicates that the loan schemes
may potentially have a lower net benefit to businesses than the grant schemes.

Additionality of Scottish Government Support
e BICS data shows that a higher proportion (82%) of businesses that received

Scottish Government support (including those also receiving support from the UK
Government) felt it helped them continue trading compared to those that received
UK government support only (65%). This suggests Scottish Government support
had an 'additional' impact, over and above the impact of the UK Government
schemes.

e The share of businesses that received SG support (including those that also
received support from the UKG) that reported it helped them continue trading has
declined slightly compared to the last comparable waves of BICS in 2020, while
those that received UKG support only has been relatively stable.

e Feedback from the business representative organisations suggests that Scottish
Government support had filled many gaps in UK Government support but only for
a limited number of businesses and sectors.

e At the time of analysis, the extent to which the sectoral viability model
methodology can be applied to assess the relative impacts of SG support is
relatively limited. As data on sector level disaggregations of take-up of SG
support improves, future modelling could be more precise. Nonetheless,
modelling results indicate that the support provided by the Business Support
Fund Grants, on their own, have been effective in softening impacts of
restrictions, but at the aggregate level have not restored viability close to pre-
COVID levels in the worst affected sectors.

Application Process for Scottish Government Schemes
e Businesses remained content with the level of advice and support available,

although this was less positive than feedback collected in summer 2020 following
the first lockdown.

e Feedback from the initial evaluation undertaken in the summer of 2020 found that
business representative organisations recognised that the SG was working at
pace and therefore some of the issues encountered were understandable given
the timescales involved; however, some of these issues continued to be
highlighted in this exercise.

e Businesses described a confusing landscape and difficulties in finding information
on the schemes available. Some businesses were unaware of the support
available to them.

e Businesses felt the application process for some schemes was cumbersome and
inefficient. Some businesses report not having received any explanation for
having their application rejected.

e Feedback on application processing times was mixed. A noted complaint
following the first lockdown in 2020 was the perceived inconsistencies of
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Government Schemes and has had an 'additional' impact on business survival
over and above the UK Government schemes.

e Grant support appears to have been a more popular means of support for
businesses to cope with the impact of COVID-19 in the short- and longer term.
Businesses were worried about the impacts of 'debt overhang' especially on
investment.

e Some issues remained in the application for and processing of schemes.
e As the support package unwinds due to the loosening of restrictions in summer

2021, businesses' viability is mostly reliant now on the rebounding of the
economy and consumer demand. Early indicators are pointing to a recovery in
both Scotland and the UK, however sectoral differences are expected to remain
in the near future as businesses in the most affected sectors deal with issues
such as reduced savings and debt.

5

INQ0001829770008



should be noted that this package of support was not intended to fully compensate
businesses for any losses they faced as a result of the pandemic or the restrictions
that have been in place to control the spread of the virus.

Since the start of the pandemic the Scottish Government (SG) has allocated more
than £3 billion to support businesses - more than a third of overall COVID-19 spend.
This includes a package of measures from April 2020 in response to lockdown
restrictions:

e package of rates relief and other NDR Income measures;
e schemes administered by local authorities such as the Small Business and Retail,

Hospitality, and Leisure Grant funds;
e schemes administered by enterprise agencies such as the Pivotal Enterprise

Resilience Fund (PERF) and Creative, Tourism and Hospitality funds;
e funds created to respond to evolving nature of the pandemic such as the COVID-

19 Restrictions Fund and the Strategic Framework Business Fund;
support to fill gaps such as the Newly Self-Employed Hardship Fund,
Contingency Fund and Furlough Grant;

e other sector specific support.

There have been two periods of core grant operation in Scotland to date:

e Emergency period from April 2020 to October 2020.
e Strategic Framework Business Fund from October 2020 to April 2021.

This is in addition to support introduced by the UK Government (UKG) which was
available to businesses in Scotland including:

e support for earnings for the employed (the Coronavirus Jobs Retention Scheme
(CJRS) and the self-employed (Self Employed Income Support Scheme (SEISS);

e government-backed loans and finance agreements (Coronavirus Business
Interruption Loan Scheme (CBILS), Coronavirus Large Business Interruption
Loan Scheme (CLBILS) and the Bounce Back Loan Scheme (BBLS); and

e the deferral of payments of VAT and self-assessment income tax.

1.1 Aims and Objectives

In summer 2020, OCEA agreed with Ministers to have an ongoing programme of
evaluation of Scottish Government COVID-19 business support; this began in June
2020. OCEA produced an evaluation report? which covered early business support
schemes in response to the first lockdown. Since the first version of this evaluation
report, the COVID-19 context has evolved, with further restrictions introduced in
October 2020, and another lockdown at start of 2021. These further restrictions were
accompanied by additional business support schemes - taking the total business
support to £3.7 billion as at June 2021 (more than £2.7 billion in grants and £965
million in non-domestic rates reliefs). Against this background, OCEA have produced
this evaluation report to evaluate the impact of support offered up to summer 2021.

3 Summary available at Monthly economic brief: October 2020 - gov.scot www.qgov.scot) pp5-6
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