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An important issue in operationalising the Heckman type model is the avoidance 
of too much overlap between the selection and performance models. In the 
probit models we therefore focus on external characteristics of the firm which 
may have been visible ex ante, and which may have provided the basis for 
administrative criteria for the targeting of assistance. In the growth models, 
wherever possible, we include more organisational factors which may initially 
have been unobservable but which may nonetheless have contributed to 
performance. 

Table A5.1: The Full Sample OLS estimates of employment growth. 
(Number of observations: 477)

Variable Coefficient t-stat

C .121 1.542*

RSA .176 5.868**

LEMPG42 .040 1.015

EMP04 -.0002 -3.956*

UKMNE .115 2.533*

JAPAN .0477 .559

ROW -.052 -.481

EXPORTER .010 .245

LON -.130 -1.735

SW -.156 -2.340

WM -.017 -.301

YH -.0449 -.906

NW .023 .518

NE -.070 -1.508*

CUSUK -.052 -1.159

PUBSECT .030 .951

BUSINESS -.053 -1.039

DIRECT .054 1.464

SOUPAR .035 .682

SOUUK .034 1.009

SOUIMP -.019 -.571

LM het. test = 3.121 [.077]
 SSR = 51.743 
RESET = 2.860 [.091]
Adjusted R-squared = .129 
Log L = -129.627
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Table A5.2: Domestically Owned Single Plants, OLS estimates of 
Employment Growth. (Number of observations: 246)

Variable Coefficient t-stat

C .282 2.677**

RSA .212 3.976**

EMP04 -.00044 -2.412**

RANDD -.0061 -.123

VINTAGE -. 166 -1.684*

MAINT -.152 -2.614**

TEAM -.0460 -.819

CLOSE .052 .798

STAND -.089 -1.432

OWN20% -.013 -.266

CUSREG -.037 -.708

CUSUK -.0090 -.123

CUSEU -.052 -.953

SOULOC .048 .990

SOUIMP -.095 -1.719*

GRANT SIZE

SEC JOBS

NEW JOBS

Selection 

SSR = 36.2751 
RESET = 2.4188 [.120]
Adjusted R-squared = .189596 
Log L = -111.293
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Table A5.3: MNEs, OLS estimates of Employment Growth (Number of 
observations: 121)

Variable Coefficient t-stat

C -.0062 -.027

RSA -.034 -4.621

LEMPG42 -.168 -1.723*

EMP04 -.156 -4.388**

RANDD .166 1.986**

VINTAGE -.000033 -.026

PROCIN -.00056 -1.455*

EXPORTER .188 1.651*

MAINT .315 2.828*

GROW .352 3.384**

NEWPROD .241 2.399**

EA -.494 -3.047**

LON -.259 -1.817*

SW -.239 -2.140**

EM .242 1.677*

NW -.191 -2.193**

US .072 .747

JAPAN .055 .338

ROW -.065 -.366

UKMNE .090 .965

SOUPAR .183 2.038**

SOULOC .073 1.045

SDUM4 .201 1.400

SDUM5 .093 .873

SDUM8 .195 1.432

SDUM9 .019 .194

SDUM11 .288 1.910*

SDUM14 .236 1.430

SDUM15 .246 2.020**

SSR = 9.978 
RESET = 1.655 [.202]
Adjusted R-squared = .346 
Log L = -20.718
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Annex B to Chapter 5: Variable definition used in Econometric 
Modelling

Parameter category

BUSINESS sells to other businesses dummy

Business Plan does the business have a formal business plan dummy

CLOSE does the business closely monitor employees dummy

CUSEU do you have customers elsewhere in the EU dummy

CUSREG do you have customers in your region dummy

CUSUK do you have customers elsewhere in the UK dummy

DIRECT do you sell direct to the public dummy

EA East of England regional dummy dummy

EM East Midlands regional dummy dummy

EMP04 employment in 2004 log

Generated productivity growth have you generated productivity growth over the past 2 years dummy

GRANT SIZE size of assistance log

GROW have you sought to generate growth dummy

Japan owned Japanese owned dummy

LON London regional dummy dummy

Ltd company is the business a limited company dummy

MAINT has the major objective to be to maintain output at existing levels dummy

Multi-plant is the business a multi-plant company dummy

NE North East England regional dummy dummy

NEWPROD has the business introduced new products over the period dummy

NW North West England regional dummy dummy

OWN20% does the MD/ CEO own at least 20% of equity dummy

PROCIN has the business engaged in process innovation dummy

Public sector customers does the business sell to the public sector dummy

R&D have you undertaken R&D over the period dummy

RSA Dummy for RSA dummy

SOUPAR do you source components from the parent dummy

Source inputs from abroad do you source inputs from abroad – not through a foreign parent dummy

SOUUK do you source from elsewhere in the UK dummy

STAND has the business standardised its operating process dummy

SW South West England regional dummy dummy

TEAM does the business have formal teamworking dummy

UK customers are customers elsewhere in the UK dummy

UKMNE is the firm a UK owned MNE dummy

US is the firm a US owned MNE dummy

WM West Midlands regional dummy dummy

YH Yorkshire and Humberside regional dummy dummy
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Annex C to Chapter 5: Sensitivity Analysis – Full Models for 
Table 5.10

Table C5.1: Full Sample

Heckman IV FIML sampsel

C 0.22 1.77 0.21 1.60 0.31 2.42 2.53 3.33

RSA 0.38 3.37 0.38 3.43 0.37 2.74 0.03* 0.73

LEMPG02 0.04 2.45 0.04 3.16 0.04 3.40 0.62 3.32

EMP04 0.00 4.34 0.00 -1.18 0.03 0.54 0.00 -2.40

UKMNE 0.07 1.37 0.03 0.15 0.38 0.57 0.12 0.91

JAPAN 0.01 0.06 -0.23 -0.58 0.24 0.28 0.17 0.71

ROW -0.40 -2.18 -0.14 -2.16 -0.08 -1.81 -0.92 -2.55

EXPORTER 0.01 0.20 0.52 2.07 0.05 0.38 0.28 1.84

LON -0.06 -0.53 -0.05 -0.13 -0.03 -0.21 -0.04 -0.13

SW -0.11 -1.19 -0.20 -0.55 0.05 0.46 -0.64 -2.21

WMM 0.03 0.39 -0.19 -0.57 0.58 1.72 -0.68 -2.44

YH 0.01 0.12 -0.40 -1.25 0.40 1.44 -0.58 -2.48

NW 0.07 0.99 -0.18 -0.64 0.59 1.96 -0.36 -1.53

NE -0.03 -0.37 -0.34 -1.15 0.34 1.38 -0.59 -2.83

CUSUK -0.10 -1.77 -0.03 -0.13 -0.04 -0.48 -0.25 -1.14

CUSOTH -0.06 -1.09 0.07 0.37 -0.45 -1.83 -0.06 -0.47

PUBSECT 0.05 1.08 0.36 2.13 1.10 2.42 0.07 0.48

BUSINESS -0.15 -2.01 -0.62 -2.01 0.06 0.90 -0.15 -0.61

DIRECT 0.09 1.73 0.42 2.05 0.08 0.73 0.12 0.94

SOUPAR 0.11 1.55 0.09 0.33 0.10 1.52 -0.12 -0.65

SOUUK 0.07 1.48 -0.15 -0.84 0.41 1.85 0.14 0.81

SOUIMP -0.02 -0.54 -0.22 -1.28 0.00 -0.40 -0.27 -2.32

Selection term -0.17 -2.20 0.48 6.55

Mean of dep. var. = 
.068466 
Sum of squared 
residuals = 41.6942 
F (zero slopes) = 
17.6949 [.000]
R-squared = .630883 
Adjusted R-squared = 
.595230
Log likelihood = 
-117.999

R-squared = .058850
Adjusted R-squared = 
.043652

Log likelihood = 
-207.590

Number of positive 
obs. = 121 
Log likelihood = 
-164.815

*	 this is the coefficient on the continuous grant variable
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Table C5.2: UK Singles

Heckman IV FIML sampsel

C 0.33 1.83 0.37 2.14 0.36 2.16 0.39 2.87

RSA 0.48 2.51 0.44 4.01 0.45 3.48 0.08* 3.29

EMP02 0.00 -2.41 0.00 -3.70 0.00 0.75 0.00 -4.83

RANDD 0.13 1.49 0.14 1.63 0.08 1.17 0.21 1.92

VINTAGE 0.00 -2.56 0.00 -2.20 -0.03 -1.46 0.00 -1.56

MAINT -0.11 -1.10 -0.12 -1.19 -0.12 -1.42 -0.14 -0.82

TEAM -0.10 -1.03 -0.13 -1.37 -0.07 -0.93 -0.47 -3.36

CLOSE 0.03 0.25 0.04 0.37 0.10 1.08 0.19 0.93

STAND 0.03 0.31 0.04 0.35 -0.05 -0.52 -0.02 -0.12

OWN20% 0.07 0.76 0.03 0.31 -0.06 -0.90 -0.19 -1.60

CUSREG -0.07 -0.77 -0.10 -1.11 -0.03 -0.33 -0.03 -0.20

CUSUK -0.11 -0.91 -0.09 -0.76 1.63 1.24 -0.43 -1.93

CUSEU -0.02 -0.18 0.00 -0.04 1.05 0.93 0.01 0.07

SOULOC 0.16 1.89 0.17 2.04 0.09 1.37 0.09 0.82

SOUIMP -0.02 -0.25 0.00 -0.05 1.17 1.22 -0.01 -0.12

Selection term -0.10 -1.66 0.65 5.66

F (zero slopes) = 
2.85949 [.000]
R-squared = .265540 
Adjusted R-squared = 
.172677
Log likelihood = 
-142.890

R-squared = .291455
Adjusted R-squared = 
.206429
 F (zero slopes) = 
3.38923 [.000]

Log likelihood = 
-90.9354

Log likelihood = 
-43.5168

*	 this is the coefficient on the continuous grant variable
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Table C5.3: MNEs

Heckman IV FIML sampsel

C 0.28 0.66 0.27 0.07 0.19 0.46 0.12 0.11

RSA 0.08 2.12 0.06 0.72 0.07 1.75 0.07* 1.75

LEMPG02 0.33 2.62 0.38 2.46 0.33 2.15 0.21 2.02

EMP02 -0.15 -2.35 -0.23 -1.35 -0.15 -2.13 0.17 1.47

RANDD 0.11 0.54 0.46 0.48 0.01 0.05 -0.98 -4.07

VINTAGE -0.00 -1.11 -0.00 -0.36 -0.00 -0.69 -0.02 -4.46

PROCIN 0.19 1.66 0.28 0.57 0.19 1.17 -0.08 -0.57

EXPORTER 0.11 0.63 0.43 0.29 0.09 0.35 0.19 3.62

MAINT 0.33 1.66 0.29 0.93 0.32 1.36 0.11 3.53

GROW 0.43 2.58 0.17 0.33 0.43 2.05 0.13 3.75

NEWPROD 0.18 1.17 0.21 0.82 0.18 0.80 -0.33 -0.98

EA -0.81 -3.32 -0.92 -0.64 -0.79 -4.24 -0.26 -5.50

LON -0.36 -1.54 -0.92 -0.44 -0.36 -0.79

SW -0.31 -1.73 -0.52 -0.64 -0.30 -1.39 -0.08 -0.36

NW -0.27 -1.79 -0.28 -1.03 -0.26 -1.06 0.15 0.74

US 0.00 0.01 0.36 0.39 -0.09 -0.45 -0.07 -0.28

JAPAN 0.38 0.66 0.99 0.35 0.04 0.04 -1.30 -3.33

ROW -0.06 -0.11 -0.79 -0.25 -0.35 -0.96 -0.11 -0.41

UKMNE 0.13 0.61 0.45 0.42 0.03 0.14 0.27 1.26

SOUPAR -0.07 -0.48 0.31 0.52 -0.07 -0.45 -0.25 -1.79

SOULOC 0.27 1.16 0.12 0.88 0.15 1.01 0.08 0.62

Selection term 0.33 0.57 0.51 6.87

R-squared = .490536 
Adjusted R-squared = 
.259686 
Log likelihood = 
-39.8110
F (zero slopes) = 
2.12491 [.006]

R-squared = .255048
Adjusted R-squared = 
.15844
F (zero slopes) = 
1.09264 [.370]

Log likelihood = 
-88.0969

Log likelihood = 
-28.2958

*	 this is the coefficient on the continuous grant variable
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Chapter 6: Motivations for 
Seeking Assistance, Effects 
and Additionality

6.1	 Introduction

The aim of this chapter is to present the results from a series of self-assessment 
questions in the telephone survey which asked the respondent to indicate the 
effects of the assistance received under the RSA and SFIE Schemes on their 
business. The intention here was to use a series of standard questions which 
would facilitate comparison with previous evaluations and indeed other forms 
of business support. The emphasis in the discussion will be on the following 
components of that assessment:

Motivations for seeking assistance●●

Behavioural effects●●

Additionality●●

Timing of Effects●●

In addition, the narrative from the 10 face-to-face interviews with SFIE Scheme 
beneficiaries is presented to understand in more detail these issues. Finally, a 
summary of the key findings of the non-take-up survey is presented to provide 
some insights into the decision to abandon seemingly viable projects that had 
been offered assistance by either BERR or the RDAs.

6.2	  Motivation for Seeking Assistance

Both groups of beneficiaries were asked what their motivation was in seeking 
assistance from the RSA and SFIE Scheme (Table 6.1). The table presents only 
the three most important responses for each beneficiary group. A desire to 
grow the business faster was the most common response from the two groups. 
However, SFIE Scheme beneficiaries were more likely than those assisted under 
the old RSA Scheme to indicate that this was their main motivation in seeking 
assistance. RSA Scheme beneficiaries were also more likely to report that they 
sought assistance because they were in difficulty. This was particularly the case 
for foreign-owned firms as almost one in five (18.8%; n=80) indicated that their 
main reason for seeking assistance under the RSA Scheme was because they 
were in difficulty. Businesses in receipt of larger amounts of financial assistance 
(>£1 million) were, as one might expect, more likely to be foreign-owned firms 
and/or plants (27.5% of foreign-owned firms received financial assistance in 
excess of £1 million compared to 6% of UK-owned firms). As a result, therefore, 
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these larger beneficiaries of financial assistance reported that their main 
motivation for seeking assistance was because they were in difficulty.

As we have noted earlier comparing the two sample groups of beneficiaries 
is problematic due to the fact that the old EGS Scheme is encompassed with 
the current SFIE Scheme. If we restrict the analysis of the SFIE respondents to 
only those that were offered financial assistance of £100,000 or more (n=47) 
then this will be more useful in identifying if there were different motivations 
for businesses in seeking assistance between the two Schemes. Table 6.1 
shows that after controlling for size of grant the general point still holds in that 
SFIE beneficiaries were more likely than RSA beneficiaries in the sample to be 
approaching the Scheme in order to secure financial assistance to help them 
grow faster.

Table 6.1: Motivation for Seeking Assistance

RSA
(All)

RSA
(>=£100k )

SFIE
(All)

SFIE
(>=£100k)

Entire 
Sample

% % %

We were seeking to grow faster 68.3 68.9 80.9 78.7 72.6

We weren’t growing at all 6.0 5.5 5.6 6.4 5.8

We were in difficulty 12.5 13.2 4.9 4.3 10.0

N=319 N=273 N=162 N=47 N=481

Another dimension to this is the extent to which there are variations across the 
Assisted Areas (as measured by the intensity of assistance available: i.e., Tier 
1 and Tier 2). This information is only available for the RSA beneficiary sample 
and, although not significant, RSA respondents in Tier 1 were slightly more likely 
to report that their motivation in seeking financial assistance was that they were 
in difficulty: 14.9 per cent compared to 11 per cent in Tier 2 Assisted Areas.

6.3 	 Effects of RSA and SFIE on Business Behaviour

As part of the survey firms were asked to identify ways in which the financial 
support received from RSA or SFIE had impacted on their business and the 
responses are tabulated below (Table 6.2)44. This question was the initial one 
which sought to capture if the respondent thought there was any benefit or 
effect in this area. Generally, the majority of respondents (more than two-
thirds in most areas of impact) from the two samples reported benefits for their 
businesses. The most common effects were on productivity and sales growth 
with developments in management practice and innovation management 
some of the least often cited impacts. Two statistically significant differences 
were evident between the effects cited by RSA and SFIE respondents relating 
to improved staff knowledge or skills and improved technical understanding 

44	 Comparisons with other BERR Business Support Programmes could be undertaken by using Wave 5 of the Cross-
Product Survey.
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and capability. In both cases a positive effect was more often cited from SFIE 
beneficiaries than from RSA beneficiaries. 

Table 6.2: Effects of Assistance on Business Behaviour

RSA
All

RSA
Non-UK

RSA
<£100k

SFIE
All

SFIE
<£100k

SFIE 
>=£100k

% % % % % %

Introduction of new or significantly 
improved products or processes

73.2 76.9 67.4 71.8 77.3 58.7

N=310 N=77 N=46 N=156 N=110 N=46

Introduction of new or significantly 
improved management practices 

46.9 32.5 43.2 49.4 53.2 42.6

N=309 N=78 N=44 N=158 N=111 N=47

Improved staff knowledge or skills 65.0 66.2 65.2 73.6 75.9 68.1

N=314 N=77 N=46 N=159 N=112 N=47

Improved management of innovation 
processes

50.8 47.4 54.5 52.9 55.0 47.8

N=307 N=78 N=44 N=157 N=111 N=46

Improved technical understanding or 
capability

60.3 67.9 68.9 70.9 70.5 71.7

N=310 N=77 N=45 N=158 N=112 N=46

Improved product quality 66.3 55.7 69.6 73.4 73.2 73.9

N=312 N=79 N=46 N=158 N=112 N=46

Improved efficiency of machinery 75.2 75.9 71.1 79.2 78.2 81.8

N=310 N=79 N=45 N=154 N=110 N=44

Improved efficiency of other inputs 49.5 48.0 48.9 47.1 50.5 39.1

N=301 N=75 N=45 N=153 N=107 N=46

Reduced costs 62.5 70.5 52.3 58.1 61.5 50.0

N=309 N=78 N=44 N=155 N=109 N=46

Improvements in sales 78.1 75.9 80.0 83.8 87.4 74.4

N=311 N=79 N=45 N=154 N=111 N=43

Increased productivity
(and by that I mean value added per 
employee)

81.6 84.6 79.5 84.4 85.3 82.2

N=309 N=78 N=44 N=154 N=109 N=45
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Table 6.2 also disaggregates the responses by ownership (Non-UK owned for 
the RSA Scheme) and by the size of financial assistance received. The only 
significant differences in terms of grant size (reported in the table as less than 
or greater than £100k) between the two schemes relates to the ‘introduction of 
new or significantly improved products or processes’ and ‘reduced costs’. In 
other words, smaller amounts of financial assistance under the SFIE Scheme 
(broadly equated to levels of financial assistance available under the old EGS 
Scheme45) are more likely to produce these effects than similar amounts of 
financial support received under the old RSA Scheme. Perhaps what is more 
useful to understand than the effects of the actual amounts of money received 
is to investigate the effects of the particular project for which financial assistance 
was sought and received. 

With respect to ownership, there were too few cases in the SFIE sample to 
make meaningful comparisons with the previous RSA Scheme. However, from 
the RSA sample some statistically significant differences emerge. Foreign-
owned firms and/or plants are less likely to report the ‘introduction of new or 
significantly improved management practices’ and ‘improved product quality’ 
as a result of the financial assistance received, whereas they are more likely to 
report increased productivity.

Again we examine the extent to which the reported effects of assistance of 
business behaviour vary by the type of Assisted Area (Figure 6.1). The sample is 
restricted to RSA beneficiaries only and for only those that can be allocated to 
either Tier 1 or Tier 2 levels of assistance. Two statistical significant differences 
emerge with a greater number of RSA beneficiaries in Tier 1 areas reporting 
the improved efficiency of other inputs and increased productivity as a result 
of the financial assistance received. Probing further it is clear that this finding is 
independent of ownership with both UK-owned and foreign-owned firms just as 
likely to report these effects in the Tier 1 Assisted Areas.

45	 Although it is clear from the data that there a significant number of RSA beneficiaries who were in receipt of 
financial assistance of less then £100,000 in the period when the EGS was operating.
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Figure 6.1: Effects of Assistance on Business Behaviour by Assisted 
Area Tier (RSA only: n=170)
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The follow-up question on each of the areas of business behaviour sought to 
ascertain the extent to which, if a respondent replied that they thought there 
was a benefit of the Scheme (RSA or SFIE), this benefit had actually happened or 
would definitely happen (on a scale of 1 not very likely to 5 to a critical extent). 
The results are presented for both sample groups in Figure 6.2. It is clear that 
when a respondent reported that they thought the assistance would have an 
impact on their business it was in effect seen as a critical or very important 
impact for on average half the firms/plants in the two samples. Of particular note 
was the high percentage of respondents reporting that the assistance produced a 
critical or very important impact in improved efficiency of machinery, innovation 
and increased productivity.
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Figure 6.2: Extent to Which Business Behaviour Changed (critical or 
large extent only: scores 4 & 5)
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6.4 Additionality – Self-Assessment 

Despite the obvious problems inherent in asking beneficiary firms/plants the 
rather hypothetical ‘counter-factual’ question what would have happened in 
the absence of assistance this approach has become a consistent feature of the 
evaluations of business support programmes. There are intrinsic difficulties 
associated with this technique when used in this regard which is commonly 
referred to as ‘respondents effect’, that is, the fact that respondents (firms) 
may purposely exaggerate (in either an upwards or downwards direction) the 
impact of financial assistance from an external influence, such as a development 
agency. More precisely, respondents may exaggerate the impact of assistance 
for fear that they may reduce their chances of receiving repeat assistance (if they 
were not deemed by the development agency as really meriting assistance the 
first time round). On the other hand, other beneficiaries may be likely to play 
down the impact of assistance attributing success to themselves and their own 
personal characteristics (such as own motivation; education; business idea etc).

Levels of deadweight from both RSA and SFIE appear low with the majority 
of firms citing some form of partial additionality in terms of either achieving 
business outcomes more quickly or to a greater extent (Table 6.3). Complete 
additionality occurred in around 21 per cent of cases. Interestingly, there was 
no statistical difference between the pattern of responses between the RSA and 
SFIE beneficiaries. 
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Table 6.3: Self-Assessment of Additionality

RSA
All

RSA
Non-UK

SFIE 
All

SFIE
<£100k

SFIE
>£100k

% % % % %

We would have achieved similar business outcomes 
anyway

3.4 5.0 4.9 3.5 8.5

We would have achieved similar business outcomes, 
but not as quickly

23.2 26.3 22.8 27.0 12.8

We would have achieved some but not all of the 
business outcomes

25.7 22.5 24.1 22.6 27.7

We probably would not have achieved similar 
business outcomes

25.1 25.0 24.7 21.7 31.9

We definitely would not have achieved similar 
business outcomes

21.3 17.5 21.0 21.7 19.1

(None of these) 1.3 3.8 2.5 3.5 0.0

Total 100.0 100.0 100.0 100.0 100.0

N=319 N=80 N=162 N=115 N=47

Disaggregating the RSA beneficiaries by ownership reveals no statistically 
significant differences between UK-owned and foreign-owned beneficiaries of 
the scheme. Again there are too few foreign-owned cases in the SFIE sample, and 
indeed the overall population of SFIE assisted businesses, to make comparisons 
between the schemes feasible. 

Follow-up questions were included in the survey whenever a respondent 
indicated that the financial assistance enabled the project to proceed more 
quickly or at the anticipated scale. Of those RSA beneficiaries who indicated 
that they would have achieved the same outcomes but not as quickly, two-fifths 
(39.2%) indicated that it would have taken them an additional 1-2 years and in a 
further third of cases (33.8%) the delay would have been more than 2 years. The 
pattern of responses for SFIE beneficiaries is broadly similar with the comparable 
proportions being 37.8 per cent and 24.3 per cent respectively.

With respect to the reduced scale of project in the absence of financial assistance 
almost three-fifths (58.6%) of RSA beneficiaries reported that they would have 
had to scale back the project by 50 per cent or more. The comparable proportion 
for SFIE beneficiaries was just under half (48.8%). Both these follow-up questions 
on partial additionality provide important supporting evidence for the very low 
levels of ‘non-additionality’ associated with both the RSA and SFIE Schemes. In 
other words, respondents were able to evidence their initial assessment of the 
degree of additionality.

However, as we have discussed earlier these comparisons between the RSA and 
SFIE Schemes are not completely accurate as the latter included businesses that 
would have normally been supported under the old EGS Scheme. Accordingly, 
we report the responses for SFIE beneficiaries disaggregated by the amount of 
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financial assistance received: less than £100,000 and £100,000 and over. The 
direct like-for-like comparison between the old RSA Scheme and SFIE cases 
receiving £100,000 or more reveals that although the degree of wholly non-
additionality is slightly higher the overall levels of partial and full additionality 
are much higher. For example, 51 per cent of SFIE respondents report 
Scheme additionality (definitively and probably not achieved business outcomes 
categories of response) compared to 46.4 per cent of RSA beneficiaries.

At this point it is useful to introduce evidence from previous evaluations of the 
EGS Scheme in order to compare with the SFIE results for those firms/plants 
receiving less than £100,000 of assistance. The most recent evidence comes 
from Wave 2 of the Business Support Monitoring Survey carried out in the first 
quarter of 2004. Figure 6.3 presents the results for the more robust comparison 
of the EGS and SFIE Schemes. The most important point to note is that 
percentage of reported wholly non-additionality was over three times as high for 
businesses supported under the old EGS Scheme46 compared to those receiving 
similar amounts of financial assistance under the new SFIE Scheme: 11 per cent 
compared to 3.5 per cent. At the other end of the spectrum the proportion of 
respondents reporting that the assistance was wholly additional (definitely or 
probably) was broadly similar (44 per cent of SFIE respondents compared to 42 
per cent of EGS respondents).

Figure 6.3: Comparison of Additionality between SFIE (<£100k) and 
EGS
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46	 These 45 EGS cases include 34 completed cases and 11 in progress cases.
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The only other point of difference is that SFIE beneficiaries were much more 
likely to report that they would not have achieved all of the envisaged business 
outcomes (i.e. reduced scale) in the absence of support: 22.6 per cent compared 
to 16 per cent.

Another way of doing this is to combine the results for the EGS Scheme from 
Wave 2 of the Business Support Monitoring Survey carried out in the first 
quarter of 2004 with the results for the RSA Scheme obtained from this survey. 
The results are presented in Figure 6.3b and show that there is no difference 
between the degree of additionality reported under the new SFIE Scheme and 
the previous RSA Scheme once the EGS assisted firms (n=45) are included.

Figure 6.3a: Comparison of Additionality between SFIE and RSA+EGS
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Does the degree of additionality vary across the type of Assisted Area? Figure 
6.4 present the responses for the RSA Scheme and although the level of wholly 
non-additionality is almost identical (and less than 2%) for the two types 
of Assisted Area there are significant differences in the other categories of 
additionality. Levels of full additionality in Tier 1 are almost twice that reported 
by RSA beneficiaries in Tier 2: 29.7 per cent compared to 16.4 per cent. Further, 
respondents in Tier 2 assisted areas are more likely to report partial levels of 
additionality.
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Figure 6.4: Additionality by Assisted Area (RSA Beneficiaries only)
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An important dimension of additionality in the context of the RSA and SFIE 
Schemes is the extent to which, without assistance, firms/plants would have 
located elsewhere, whether in other regions of the UK or in other countries. 
Overall, 117 (36.7%) of RSA beneficiaries and 42 (25.9%) of SFIE beneficiaries 
reported that prior to the approval of the financial assistance under the Schemes 
they were considering another location47. What is of interest is the extent to which 
these projects would have been ‘lost’ to the UK in the absence of assistance. For 
RSA beneficiaries, just under half indicated that they were considering a location 
outside the UK, while for SFIE beneficiaries it was exactly one-third.

The follow-up question to these respondents asked them if, without assistance, 
they would have gone ahead with the current project at the same location. Figure 
6.5 shows that both the RSA and SFIE Schemes would appear to have been active 
in ensuring the assisted project went ahead at the current site. Overall, 45 per 
cent of SFIE beneficiaries and 57 per cent of RSA beneficiaries report that they 
would have abandoned the project altogether or located it outside the UK. Just 
under a fifth (19%) of SFIE beneficiaries and one-quarter of RSA beneficiaries 
report that they would have located outside the UK in the absence of financial 
assistance.

47	 A further 11 and 7 respectively were ‘Don’t knows’.



105

Motivations for Seeking Assistance, Effects and Additionality

Figure 6.5: ‘Locational’ Additionality
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Respondents were also asked to indicate if there were any other viable alternative 
sources of finance available for the project if no assistance had been provided 
under the RSA or SFIE Scheme. A fifth of RSA beneficiaries (21.0%) and 17.9 per 
cent of SFIE beneficiaries report that other viable alternatives were available as 
the time they applied to the Schemes. Overall, two-thirds of these businesses 
(n=96) report partial additionality in the second and third categories of partial 
additionality (equally split between both) in Table 6.3 with only 4.2 per cent 
reporting ‘zero’ additionality. The inference here is that while alternative sources 
of finance were available for some business the effect of the assistance from 
the RSA or SFIE Scheme was to accelerate the project or to allow it to proceed 
at the scale envisaged by the business. Finally, comparing the two groups 
those businesses who report that no alternatives were available were more 
likely to report higher levels of additionality and this difference was statistically 
significant.

An interesting follow-up to the standard additionality question asked respondents 
to indicate if the financial support they received from either RSA or SFIE to divert 
resources, such as finance, labour or management time, into business activities 
other than the funded project. For both the RSA and SFIE Scheme only 9.4 per 
cent and 10.5 per cent of businesses respectively indicated that had been an 
outcome of receiving assistance. This serves as a way of illustrating the further 
effects of assistance under both schemes on other potential business outcomes 
and not those solely associated with the funded project. 
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Table 6.4 presents the results for the three previous evaluations of RSA together 
with the findings of the current evaluation48. The results are not directly 
comparable due to the differing ways in which the various degrees of partial 
additionality, including alternative locations, were addressed and also the way 
in which the assessment was undertaken. Previous BERR studies have based 
the assessment on both the interviewers’ assessments and the response from 
the respondent, whereas in our evaluation the respondent’s reply was recorded 
without further review.

The most important point to emerge from the comparison is that the extent of 
wholly non-additionality associated with RSA financial assistance has fallen 
dramatically in the current evaluation covering the 2000-2004 period. The 
previous estimate of around a fifth (based on an agreed interviewer/respondent 
assessment) in 1991-95 has fallen to only 2.8 per cent, although it is only 
approximately half that found in the 1985-88 evaluation. Full additionality has 
shown some fluctuation over the four evaluation periods but an average figure 
of around 23 per cent would appear to be useful generalisation. One obvious 
inference to make from these figures would be that the selection process for 
assisted cases has become much more refined in the last 10 years which has led 
to lower levels of wholly non-additional cases being supported.

Businesses supported under both the RSA (2000-04) and SFIE Schemes were 
significantly less likely than in previous periods to report that in the absence 
of assistance they would have gone ahead with the project outside the UK, or 
indeed in other regions of the UK. 

48	 Appendix 2 contains a summary of recent evidence from the evaluation of industrial policy in Ireland which was 
taken from Lenihan, Hart and Roper (2005).
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Table 6.4: Comparative Additionality Estimates for RSA Assistance

1980-843 1985-883 1991-952 2000-043 2004-06
SFIE8

Wholly non-additional5 16.1 8.5 19.3 2.8 6.4

1. Gone ahead but at a later date/
more slowly5

17.4 26.9 24.0 20.1 8.5

2. Gone ahead but on a smaller 
scale1

15.4 11.3 12.9 23.2 25.5

3. Gone ahead but elsewhere in 
the UK4

6.0 1.4 8.2 0.3 0.0

4. Gone ahead but outside the 
UK4

15.4 12.7 18.1 0.3 2.1

Some combination of 1-4 5.4 3.8 4.1 6.97 6.47

Full Additionality (probably)6 n.a. n.a. n.a. 25.1 31.9

Full Additionality (definitely)5 24.2 35.4 13.5 21.3 19.1

100.0 100.0 100.0 100.0 100.0

N=149 N=212 N=165 N=319 N=47

Source: King (1990); PACEC (1993) and AEP (2000)

Notes:
1 	 Defined as ‘with fewer jobs’ in the 1980-84; 1985-88 and 1991-95 evaluations, whereas the 2000-04 evaluation did 

not specify jobs in the question, although given the nature of the Scheme the inference is that a reduction in the 
scale of the project would lead to fewer jobs. 

2 	 Based on an agreed Interviewer/Respondents’ assessment. 
3 	 Based on respondents’ assessment.
4 	 The additionality question did not include these location options but rather they were probed in a series of separate 

questions which have been cross-tabulated with the standard additionality question. In brief, they are a sub-set of 
respondents to the wholly non-additional category who had given serious consideration to alternative locations 
prior to accepting the offer of financial assistance under the RSA and SFIE Schemes.

5 	 Figures in bold are directly comparable across the four evaluations.
6 	 This option was not included in the additionality question in the three previous evaluations of RSA. 
7 	 In the 2000-04 evaluation this was captured by the combination of the response category ‘none of these’ and other 

combinations of the of the partial additionality questions, including alternative locations.
8 	 For comparative purposes the results from the survey of SFIE beneficiaries are included (i.e. only those in receipt of 

financial assistance of £100,000 or more).

6.5	 Timing of Effects

Around half of RSA beneficiaries reported already having derived all of the 
expected benefits from their financial support compared to around 22 per cent 
of SFIE beneficiaries. This inevitably reflects the time difference in the receipt of 
support49. A significant proportion of firms, however, anticipate future benefits 
from RSA support and particularly from SFIE stretching over the next five or 
more years. This has clear implications for the interpretation of the results of the 
modelling of the economic impact of the schemes – i.e., there will be a tendency 

49	  The analysis of the question has not yet been undertaken which controls for the timing of assistance.
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towards an underestimation of the overall effects of assistance on the business 
(see Chapter 5).

Table 6.5: Timing of the Effects of Assistance

RSA
All

RSA
Non-UK

RSA
<£100k

SFIE
All

SFIE
<£100k

SFIE
>=£100k

% % % % % %

You have already realised all the 
benefits

53.3 42.5 73.9 21.6 24.3 14.9

You expect to realise all the benefits in 
the next year

15.4 17.5 4.3 29.0 26.1 36.2

You expect to realise them in the next 
2 years

14.7 17.5 6.5 30.9 33.9 23.4

In the next 3 years 6.6 12.5 2.2 6.2 3.5 12.8

In the next 4 years 1.9 1.3 4.3 3.7 1.7 8.5

In the next 5 years 2.2 1.3 0.0 3.1 3.5 2.1

Or will it take more than 5 years to 
fully realise all the benefits

2.5 2.5 6.5 0.6 0.9 0.0

(No benefits experienced) 1.6 2.5 2.2 1.2 1.7 0.0

(Don’t know) 1.9 2.5 0.0 3.7 4.3 2.1

Total 100.0 100.0 100.0 100.0 100.0 100.0

N=319 N=80 N=46 N=162 N=115 N=47

One might expect the profile of the timing of benefits to be different depending 
upon the amount of financial assistance received with smaller amounts of 
assistance having ‘worked their way through the business’. This is in fact the 
case for the RSA Scheme where almost three-quarters (73.9%) of businesses in 
receipt of financial assistance of less than £100,000 reporting that all the benefits 
have been realised at the time of the survey. This not the case for the SFIE 
Scheme but given that most of the assistance received by these firms has been 
of recent vintage this is not surprising – we are not comparing like with like.

Foreign-owned firms and/or plants assisted under the RSA Scheme are less likely 
to report that they have realised all the benefits which given the fact that they 
are more likely to have received larger tranches of financial support is consistent 
with the findings on the amount of support.

Once again a further dimension of the analysis is to investigate the differences 
between the two categories of Assisted Areas – Tier 1 and Tier 2. RSA beneficiaries 
located in Tier 1 areas are more likely to report that the benefits of financial 
assistance have not been fully realised compared to Tier 2 areas50. This is further 
emphasised by the fact that just over one-fifth of Tier 1 RSA beneficiaries expect 

50	 Again it is important to note that the current analysis is only based on 174 RSA beneficiaries for which we are able 
to allocate to these areas.
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to realise all the benefits of assistance in the next two years compared to 8 per 
cent located in Tier 2 areas.

Figure 6.6: Timing of Benefits by Assisted Area

0

10

20

30

40

50

60

70

(Don’t know)(No benefits
experienced)

Or will it
take more

than 5 years
to fully

realise all
the benefits

In the next
5 years

In the next
4 years

In the next
3 years

You expect
to realise
them in
the next
2 years

You expect
to realise

all the
benefits in

the next year

You have
already

realised all
the benefits

%

Tier 1 Tier 2

6.6	 SFIE Beneficiaries: Jobs, Sales and Exports

In recognition of this issue about timing for the beneficiaries under the new SFIE 
Scheme and the inability to undertake econometric modelling of the effects of 
assistance additional questions were included in the survey to probe further on 
the effects of the scheme. These relate to job creations, jobs safeguarded as well 
as the effects on sales and export sales (Tables 6.5 and 6.6).

Businesses were asked to indicate how many jobs they had expected to create 
and/or safeguard a as a result of assistance under the SFIE Scheme and at the 
time for the survey had they actually done so. From Table 6.5 it is clear that 
just under half of the respondents (44.4%) indicated that all the expected jobs 
had been created while almost double that number report that all the jobs 
they had expected to safeguard with the assistance had in fact been secured. 
Approximately, a further quarter of respondents (28.9%) report that some of the 
expected job had been created which, as we have seen above, may be related to 
the anticipated future benefits still to be realised.
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Table 6.6: Jobs Created and Safeguarded (SFIE Beneficiaries)

Jobs Created Jobs Safeguarded

% %

Yes – all of them 44.4 87.7

Yes – some of them 28.9 3.6

No 25.2 6.5

Don’t Know 1.5 2.2

N=135 N=138

Using the information on new and safeguarded jobs from all the in-scope 
SFIE beneficiaries it is possible to gross up this result to produce an overall 
employment effect for the programme in mid-2006. With respect to safeguarded 
jobs the assisted businesses had received financial assistance to protect 10,130 
jobs and we can now estimate that 8,884 of these jobs had actually been secured 
at the time of the survey. Of the 9,660 ‘promised’ new jobs we can estimate that 
4,289 jobs have been created at the time of the survey51. 

How many of these ‘actual’ number of assisted jobs can be considered as 
‘additional’? We can use the self-reported estimates of additionality (see Table 
6.3) from the survey respondents to arrive at an estimate of the number of net 
additional jobs associated with the SFIE Scheme in the period 2004-06. The 
results are presented in Table 6.6. In summary, we can conclude that 1,875 
safeguarded jobs were secured and that 905 net new jobs were created as a 
result of the financial assistance received. 

Table 6.7: SFIE: Net Additional Jobs

New Jobs Safeguarded Jobs

Estimated number of jobs at time of offer 9,660 10,130

Actual number of jobs created or safeguarded1 4,289 8,884

Degree of Additionality (full only – i.e., definitely would not have 
gone ahead)

21.1% 21.1%

Number of net additional jobs 905 1,875

Notes:

See Table 6.6

With respect to sales, Table 6.7 shows that for the sample of SFIE assisted 
businesses just under a third (30.2%) report that all the anticipated increases 
in turnover had been realised with a further third reporting that some of them 
had been. Of those firms who answered the question regarding the anticipated 
effects of financial assistance on export sales around a fifth (22.0%) report that 
they had fully achieved these sales, while a further third (34.1%) report that 

51	 We use the ‘worst case’ estimate here of 44.4% and 87.7% (see Table 6.5) as we have no way of calculating the 
proportion of actual jobs created by respondents who indicated that they had only created some of the promised 
jobs by the time of the survey.
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they have done so only partially. Again, as with jobs, this is not surprising for 
a new Scheme with many of the assisted business in the survey only receiving 
assistance in the calendar year 2005, but not after September 2005.

Table 6.8: Sales and Export Sales (SFIE Beneficiaries)

Sales Export Sales

% %

Yes- fully 30.2 22.0

Yes- partially 33.1 34.1

No 29.5 39.0

Don’t Know 7.2 4.9

N=139 N=41

6.7	 SFIE Case Studies

As part of the evaluation it was agreed that 10 follow-up interviews with SFIE 
beneficiaries would be undertaken after the telephone survey to probe further on 
a number of the issues raised by the respondent. The Topic Guide used in these 
face-to face interviews is included in Appendix 4.

The selection of the case studies was deigned to reflect a range of responses to 
a number of the questions in Section B of the telephone questionnaire – dealing 
with the impact of the financial assistance from the SFIE Scheme. In other words 
we were seeking to identify those firms, who had been offered in excess of 
£100,000, and who had indicated either ‘low’ or ‘high’ additionality together with 
a spectrum of other impacts on the business. These were all businesses who had 
given permission at the time of the telephone survey for the research team to 
contact them at a subsequent time. Overall, there were 30 ‘in-scope’ businesses 
from which to seek a further face-to-face interview. 

The 10 SFIE beneficiaries interviewed were located in a number of English 
regions: the North East (3 firms), the North West (2 firms), London (1 firm), 
Yorkshire and Humberside (1 firm), the West Midlands (2 firms) and the East of 
England (1 firm). They were, with one exception, UK-owned businesses and 8 
of the businesses were operating in a range of manufacturing sub-sectors (e.g., 
food, chemicals, automotive products, printing, engineering, wood products). 
The remaining two businesses were in the service sector (engineering services 
and a racing facility). Seven of the businesses would be classified as small 
businesses (i.e., less than 100 employees).

In terms of the financial assistance received under the SFIE Scheme the three 
larger businesses had received in excess of £500,000, while the others had 
received between £120,000 and £250,000. Given the reliance upon the survey-
generated GVA data in the VfM calculations it was decided to attempt to verify 
the information on purchased inputs reported in the telephone survey through 
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the case studies. In all cases the respondent was able to talk through the relevant 
figures to arrive at a broadly similar estimate of purchased inputs as recorded in 
the survey dataset.

The Application Process

One of the most important issues that emerged from the interviews with the 
owner-managers and/or financial director of the business was that the process 
of applying for SFIE assistance was complicated and has resulted in many of the 
interviewed firms employing consultants to submit the application at an average 
cost of around £20,000. In one case the respondent revealed that the consultant 
operated on a percentage of the total grant received – that is 10 per cent. In one 
case it was actually a cold call by a consultant which resulted in the business 
applying for assistance under the scheme to assist them to purchase land next to 
the existing factory premises. Without this support they would have gone ahead 
anyway with the purchase. Interestingly, the respondent had clearly indicated 
this in the telephone survey when answering the standard additionality question 
– they would have ‘gone ahead anyway’ – which provides some confidence in the 
estimates derived from this type of survey using the self-assessment method.

It should also be noted that many of these firms did have experience of the old 
RSA Scheme and were able to make very direct comparisons with the application 
process – that is, it has become much more complex. However, whilst there was 
a general view expressed about the complexity of the application process the 
majority of interviewees understood the need to collect the data requested – 
the problem was the opportunity cost involved and hence the use of outside 
consultants.

For one respondent the length of the application process was considered to be 
a very long one…

“There were only 2 of us working on it [the application process] and it took 
a lot of time…they needed a huge amount of information…it just seemed 
to go on for months’’.

It was not only the length of time and volume of paper work involved in the 
process that was considered a problem but also the people who the company 
had to interact with to complete the application process. In particular the external 
accountant the company was told to use by BERR to aid with the financial aspects 
of the application.
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“…he was the financial person we were referred to…there was one 
accountant who yes-ed and no-ed things and he was only part-time…and 
we had to get advice from him. For example at one stage he was basically 
saying ‘No, you don’t meet the criteria’. So we said ‘Well what do we need 
to do to make the criteria?’ He said ‘You change this and this and you’re 
okay’. But without asking him…He didn’t tell you…it was a question of you 
had to treat him the right way and ask him the right questions…”. 

There were further issues over the lack of clarity in the criteria with different 
people in the process asking and/ or emphasising different things leading 
to some confusion. For example, it was only at the end of the application 
process questions about workforce ethnicity were raised for one business when 
previously this had not been mentioned as an issue in terms of the criteria that 
had to be fulfilled.

“…we’d get to one stage and then meet somebody else and he would 
ask us totally different questions to the people we’d met before then, just 
before finalising it, the chap who offered it us in the end came down to se 
us and he was asking about claiming and the ethnicity of our workforce…
nobody had ever asked us and we were practically at the final stage and 
you think ‘Well, why did nobody mention this before? Why could it not be 
in the report that you asked me to fill in?”. 

Scheme Conditions

There was a great deal of negative commentary on the particular conditions 
associated with assistance provided under the SFIE Scheme as the following 
case illustrates:

“I think the main thing was that neither they nor we understood the 
retention. They call it a floatility (?) retention, but in fact effectively it’s 
holding back money just in case you, you know, pack up and leave. 
Which I can understand that, but they didn’t understand that actually if 
you completed a project earlier than the 3 year time frame that the 20% 
actually stayed there till the end of the third year which is crazy”.

“But you need the grant and you put in the application for the grant and 
there’s a ceiling on the grant, right, about a combination of jobs or capital 
and then they hold this 20%. So you’re actually applying for an 80% grant 
and you get penalised effectively for doing the job early, so the whole 
structure of this 20% is bizarre”.
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One respondent, who received the assistance to help his company to move to 
new premises described how…

“…it was touch and go to get the approval before we actually moved in…
it’s a bit difficult because the criterion is you mustn’t sign for any of your 
requirements [i.e., for the building]. We had to get special permission to 
sign the lease because everything hadn’t been finished…It was a very 
long…process and generally when you’re looking for property you look 
for a long time and if suddenly the right one comes up you can’t hang a 
round…If we’d waited for the DTI we’d have lost the building…we got this 
special permission but even then…but we mustn’t use all of it in any of 
those products before we got the approval. So you’ve got this building…
yet in theory you’re not allowed to sign an order form for any of this 
product which is going to be paid for or contributed towards by the grant 
until you’ve got the grant, which of course is not possible…once the final 
thing goes in…you have to wait 3 or 4 weeks…if we had relied on this 
money to go ahead with the project and here we are 15 months…since we 
actually got possession of the building…then we’d have been in serious 
problems”.

Additionality of Assistance

From the telephone survey we know that in all but one of the cases interviewed, 
in the absence of the grant the business would not have been able to be trading 
at the same level as they are currently. We used the face-to-face interviews to 
investigate these responses in more detail. 

For the business reporting ‘zero’ additionality the following comment was 
made:

“Well yes, because – again confidentially – £120,000 less all expenses 
compared with an outlay of 3 million is very, very small. I mean we’d have 
done it anyway”.

For those cases reporting some additionality we report the following findings. 
In one case the grant added to the total investment and without the grant they 
would have reduced the investment and the impact of this was that the future 
stream of revenues would have been curtailed. In another case the owner would 
have decided to scale back but the grant had raised their growth objectives. In 
other cases the grant enabled the business to remain in operation, while for 
another without it the business would have been unable to start trading. 
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Another owner expressed it like this:

“I think that we would have ended up borrowing more money, but I’m not 
sure … In terms that we financed the assets with the local bank, I mean 
they obviously have their limits in terms of what they will lend against 
assets and I think we were close to the maximum anyway, so I don’t think 
it would have been easy to find the extra £100,000 to £150,000 required to 
invest in the new technology”.

In the case of one of the respondents the additionality from the RSA Scheme 
came in the form of the company concerned reaching a point of ‘modernisation’ 
earlier than it otherwise would have done. This ‘modernisation’ all stemmed 
from the grant enabling the company’s move to new premises and then having 
enough funds for further equipment purchases that the new premises allowed 
them to exploit. 

“It’s taken us ahead in time. It’s probably taken us two years ahead in the 
equipment and the efficiency that we’ve achieved…when you move when 
you’re limited as to what you can afford to do you stagger things in and 
we did do so, but knowing that we had to spend this amount of money to 
get the grant it made us do things we wouldn’t have done for a couple of 
years…we did advance technically further than we would have otherwise 
done I think – this quickly”. 

If the grant was provided in a different way how would the assisted businesses 
react? For a number of cases the grant supported the balance sheet to add to 
shareholders funds and to reduce the gearing which had constrained the banks 
from lending in the past. The fact that the grant adds to ‘free cash flow’ is highly 
significant in its role to unlock finance from traditional sources. Making the grant 
into an interest-free loan would reduce its value to the firm because it would add 
to both assets and liabilities. 

“Well, it would be very difficult for a private company to accommodate that 
sort of thing. A loan is obviously not as good as a grant and we can get 
loans from anywhere. You can get loans so that’s not much of a help”.

In all the cases the use of venture capital was ruled out by the private owners. 
This is consistent with the traditional ranking of sources of finance that takes 
place in private companies. This suggests that the key to this ranking of finance 
is the degree to which it leaves the existing management in control. 
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Impact of Assistance on the Business

It was quite clear that the capacity of all the cases was increased by the 
investment supported by the SFIE scheme. In addition, for the majority of 
the project investments there was some technical change associated with the 
purchase of the capital equipment. In two of the cases the new capital equipment 
was combined with a brand new facility which enabled the production process 
to be completely redesigned. 

The new capital equipment in many of the cases will significantly add to the 
services that they could provide, especially for cases operating in sectors of 
manufacturing where the old ways were no longer tenable and would have 
led to an inevitable decline of the business over time. The new elements were, 
therefore, critical to their future. But there was a conditionality associated with 
this in a number of the businesses – in other words would the management be 
able to fully exploit the opportunities presented in part because of the sheer 
scale of internal change that had been instigated. 

The conclusion is that the large scale investment that these grants support is 
something that makes an appreciable difference to the individual businesses 
concerned. In many cases, whilst the grant did not on its own tempt the firms 
into making these decisions it acted to increase the size of the investment and 
to emphasize the growth element of the business decision. 

In the case of one respondent the SFIE money funded a move to newer, bigger 
premises, these allowed several things to happen within the company. 

“…we were growing…and we’d just come to a stop because once you 
overload a warehouse you block things up…we were getting to that 
stage…you write these grand things down and you think ‘By golly, I’m 
not going to get the money unless I spend it’, so you just spend it, but…
not wastefully…we did advance technically…Particularly going to the 
computer controlled stock control. And this can be developed into all sorts 
of things and later on we’ll do order picking as well…It’s only just come in, 
but we can see it doing it [improving efficiency] and accuracy particularly 
to see the accountability of stock around the building… We would have 
done the move anyway, but we would not have equipped ourselves as 
quickly to become…efficient…It’s not just the equipment, but we also built 
a mezzanine floor to cater for a new show room…that is good for showing 
off to customers because the customers are impressed by the building….
These are things without the grant or without the potential of the money 
coming from the grant in the future we wouldn’t have outlaid that amount 
of money at that stage…we’ve never had so many customers visiting us 
as there are now and I’m sure because it’s a nicer place to visit”. 
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The point being raised at the end of this quote supports a point that we have 
made on many occasions about the evaluation. It is the totality of the financial 
assistance that is important to the recipient and not the actual amount of money 
that they end up receiving. Receiving only 80 per cent of the latest amount 
offered would not have reduced the effects highlighted by this respondent.

Wider Benefits

The case studies brought out some wider benefits from the SFIE scheme. 
Obviously the support is for firm’s capital expenditure; which adds to the sum 
of investment. Many of the firms introduced embodied technical change in the 
capital expenditure and were in the process of realizing the productivity benefits. 
Most of the capital expenditure enabled the firms to increase capacity. 

For two of the cases there were strong links to local universities (in the North 
East and the North West) as a result of the assisted project and KTP schemes 
were also being used to facilitate this link. The businesses were operating in the 
chemical and food sectors and were heavily reliant on R&D activity to ensure 
ongoing product development in very competitive markets.

Other ways the assisted business can help develop a professional business base 
in the assisted areas is revealed through the following comment from a recent 
start-up:

“…but we are very keen on the training and we’re actively talking at the 
moment to get involved in a scheme whereby our managers are able 
to perform in groups with non-competing other managers and that is 
effectively my way of association and linkage and this, that and the other 
whereby they go and do a theme but it allows them to be able to transfer 
that knowledge and experience….”

In a number of the cases the relationship between the business and local 
regeneration projects was strong and the individuals running the businesses 
had been active in playing a strategic role in the local area. Their businesses 
were highly ‘tuned’ to the needs of the local area in terms of providing both 
skilled jobs, and more generally, a quality profitable business at the core of the 
regeneration project.
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The SFIE assisted firms were located in less advantaged areas. Consequently, 
the firms were recruiting and training people in areas of disadvantage: as one 
chief executive said: 

“I mean the best illustration of that is our apprentice training scheme. 
We started the apprentices year one and we’ve now had 2 qualified. It’s 
a 4 year apprenticeship. 2 have come all the way through the time and 
they’re now a year into their professional career now. We’ve got 4 who 
finished at college this year, so they’ve done their 4 years and we’ve still 
got 8 still at college and we’ve recruited 4 more apprentices this year. So 
our commitment to training and developing apprentice engineers through 
to fully skilled engineers is really very evident. We have got certainly 
more than our fair share of fully skilled machinists. With the sort of level 
of complexity that we’ve got, really we don’t want people just to operate 
and push runs. We need a skill. We would like ideally a skilled engineer on 
every machine. That would be our aim. We can’t do that cost effectively. 
We can use some semi-skilled labour, but even that we’re taking people 
from the [dying] trades in the city and re-training into engineering”. 

Another example was of re-location where the firms now recruited to an area 
with Objective 1 status from an area of relative prosperity in the region. 

“Without the grant I think we would have moved nearer to the motorway…
again you’ve got to get the employees out there…but here we don’t 
have any problems recruiting here because we’ve got ……a large town 
with relatively high unemployment. If the SFIE hadn’t been available we 
wouldn’t have moved to …we would have gone nearer to junction XX”.

The grant scheme therefore has helped firms to locate in areas that have a need 
for employment, and to train the local employees. 

There were other benefits that were not captured by the econometrics. One 
example of the grant helped a company face future environmental issues. The 
CEO described the existing facility thus: 

“It was put in in the nineties, it’s still a good facility but with all the 
environmental issues surrounding it.. you need certification to be able 
to run the process. ….it’s a heavily controlled process.. you get waste 
which is getting ever more expensive to remove, you know the polluter 
pays concept. Gas with the recent energy spikes is a growing cost and it’s 
becoming a process that you can see over time will actually become very 
cost ineffective”. 
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And the impact of investment in this firm would be to probably reduce the costs 
of their customers because there would be a process that would no longer be 
required:

“They will get a product that should reduce their costs. A lot of plants have 
a de-greasing facility before they start well you won’t need to de-grease 
this”. 

There were wider benefits from the grants. First, there were examples of the 
grant influencing location decisions to the benefit of disadvantaged local areas. 
Moreover, the benefits were in both employment and workforce training because 
inevitably both were required. Second, there were examples where other 
benefits that were less easily quantified: environmental, and with potential cost 
savings for customers, again something that is not picked up in the econometric 
modelling. 

The perceived wider benefits of the SFIE grant were listed by one respondent as 
a direct result of the move to a new single premises from three separate sites. 
This has meant that the company has moved into…

“…recycling. We recycle as much as we can which wasn’t worth it when 
you were working from three places, but now we’re in one unit we can 
do so…we’ve now got a compactor so with cartons and stuff like that we 
compact them and sell them for recycling rather than just putting them in 
a skip…”. 

Clearly the move to new premises has facilitated a more environmentally 
sensitive approach by the company concerned. 

6.8	 RSA/SFIE Non Take-up Survey

It was decided to approach those businesses on the database52 that had ‘declined 
the offer’ in order to ascertain the reason for this and to develop another 
perspective on the issue of ‘additionality’. Overall, 15 interviews were undertaken 
with businesses that had declined an offer of financial assistance under either 
the RSA or SFIE Scheme in England: 8 RSA cases and 7 SFIE cases.

The following areas were explored with these non-take-up cases (see 
Appendix 5):

reasons that led to an application to the RSA/SFIE Scheme for financial ●●

assistance in the first place

proportion of total project costs sought from the RSA/SFIE Scheme●●

other sources of finance used to fund the project●●

52	 There were 106 RSA/SFIE cases in both England and Scotland but only 47 had useable contact details. Of these, 
interviews were undertaken with 22 businesses: 15 in England and 7 in Scotland.
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circumstances that eventually led the firm/plant to decline the offer of financial ●●

assistance under the RSA/SFIE Scheme

what happened to the project (proceeded/abandoned):●●

If abandoned – reasons for abandoning the project and who took ■■

this decision (e.g., management at this site/parent company in UK/
overseas)

If proceeded – did it proceed as initially envisaged – and if Yes, how was ■■

the project then funded in the absence of financial assistance under the 
RSA/SFIE Scheme. If No – how was the project changed and what were 
the reasons for changing the nature of the project – an who took this 
decision (management at this site/parent company in UK/overseas)

The reasons for approaching the RSA/SFIE Schemes reflected a range of 
business development activities all designed to expand the business through 
new product/service ideas, relocation or through the physical expansion of the 
existing premises. For the RSA cases there had been previous involvement with 
the scheme and they were returning for further assistance.

When asked why they had turned down the offer of assistance the responses fell 
into two broad categories, with the majority of responses falling into the second 
category:

Scheme issues●●  – The length of time to reach a decision – offer came too late; 
too many tie-ins and conditions; grant to project costs ratio – “had to spend 
too much to get the level of grant we were looking for”; clause that states that 
you are not allowed to purchase anything until you have actually received the 
funding was an issue.

Business issues●●  – the project was abandoned as contracts fell through; lack 
of other funding; premises became available in current location therefore no 
need to move into a Tier 1 location, or too expensive in the assisted area; 
owners/shareholders decided not to proceed; change of ownership

Following on from this was the question of what happened the project once 
the offer had been declined. In all but one of the SFIE cases, and in 5 of the 8 
RSA cases, the project was abandoned altogether. The main reason for this was 
that the required funding could not be found elsewhere. Of the 4 projects that 
proceeded 2 of them did so as initially envisaged with no ‘scaling down’ of the 
investment. 

Both of these firms had complained at length about the conditions associated 
with the financial assistance. The funding for these projects was raised internally 
which might suggest very little additionality would have been associated with 
these two cases, although what was not probed was the degree to which these 
internal funds could have been utilised elsewhere in the business to achieve 
other outcomes which might have benefited the local/regional economy. 
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6.9	 Summary

Generally, the majority of respondents in the sample of RSA and SFIE 
beneficiaries reported benefits for their businesses. The most common effects 
were on productivity and sales growth with development in management 
practices and innovation management some of the least often cited impacts. 
Two statistically significant differences were evident between the effects cited 
by RSA and SFIE respondents relating to improved staff knowledge or skills and 
improved technical understanding and capability. In both cases a positive effect 
was more often cited from SFIE beneficiaries than from RSA beneficiaries. 

Overall, however, the percentage of respondents reporting these ‘softer’ effects 
are high and support the interpretation that the new SFIE Scheme has the 
potential to continue to enhance the competitiveness of the recipient firms in 
future years.

Levels of deadweight (i.e., wholly non-additional) for both RSA and SFIE-assisted 
business and/or plants appear low (3-5%) with the majority of firms citing some 
form of partial additionality in terms of either achieving business outcomes 
more quickly or to a greater extent. Complete additionality occurred in around 
20 per cent of cases. 

An overall employment effect for the programme in mid-2006 was estimated. 
With respect to safeguarded jobs the assisted businesses had received financial 
assistance to protect 10,130 jobs and we can now estimate that 8,884 of these 
jobs had actually been secured at the time of the survey. Of the 9,660 ‘promised’ 
new jobs we can estimate that 4,289 jobs have been created at the time of the 
survey. We the self-reported estimates of additionality to arrive at an estimate of 
the number of net additional jobs associated with the SFIE Scheme in the period 
2004-06: 1,875 safeguarded jobs were secured and that 905 net new jobs were 
created as a result of the financial assistance received. 

The general conclusion to be drawn from the 10 case studies is that the SFIE 
Scheme has achieved outcomes that are clearly additional to the regional 
economy and that it can be positively connected to business performance in 
recent years. There were some direct criticisms of the operation of the SFIE 
Scheme and they mainly concerned the bureaucracy and the need to employ 
outside consultants on occasions to complete the application process. There 
is some evidence from the non take-up survey that the length of time to reach 
a decision led to the abandonment of the project. Nevertheless, the comments 
from the senior managers or owners of these businesses demonstrate that 
the SFIE Scheme has made important contributions to changing the capacity 
and competitiveness of manufacturing businesses as well as enabling mobile 
foreign-owned businesses to view the UK as a viable business location in an 
increasingly competitive global economy. 
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7.1	 Introduction

The RDA Case Officers’ survey was intended to discover how case officers dealt 
with applications for the SFIE. In particular we were interested in the ease of the 
process for making the decisions and the way in which the case officers were 
making those decisions. The relevant theory suggests that the implementers of 
policy tend to choose more routine and administratively comfortable cases53. 
The extent to which case officers believe applications to be straightforward 
would tend to mitigate any ‘policy adjustment’ at the case officer level. Allied 
to this is a debate over the appropriateness of rules versus discretion in the 
implementation of policy. 

The survey had a total of 25 responses of which most were from individuals who 
were both appraising and monitoring applications. For fifteen of the case officers 
SFIE occupied all their working week, of the rest it occupied over 70 per cent for 
six, half the working week for 2 and for two others it occupied a lower proportion 
although for one this was only a recent reduction from much higher levels. Many 
of the case officers had previously held similar positions and their expertise 
was mainly developed through experience, supplemented with accountancy 
and business qualifications (32% had formal accountancy qualifications). Their 
number of appraisals varied from single figures (3 respondents) to over 200 
with most having assessed between 10 and 99 applications. The case officers 
between them reported that they had assessed a total of 930 applications. There 
is a wealth of experience to draw upon for the operation of the SFIE Scheme in 
the RDAs. 

The first question concerning the scheme concerned the way in which firms 
found out about the scheme. This confirmed the key role that intermediaries play 
in the scheme. Overwhelmingly case officers believed that the main route to the 
scheme is through business support organizations, such as Business Links or 
Chambers of Commerce. The only other group that came close was the presence 
of professional advisers. This is similar to the experience of other specialist 
financiers and indeed there was a scheme of ‘investment readiness’ to prepare 
firms for investment. 

53	 Lipsky, M (1971) “Street level bureaucracy and the analysis of urban reform, Urban Affairs Quarterly 6, 391-409. 
For an example in UK business support see Mole K (2002) Street level technocracy in UK small business support, 
Environment and Planning C, 20, 179-194
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Table 7.1: What is the MAIN route by which businesses find out about 
the SFIE Scheme?

Route Number of 
Responses

%

Direct approach from RDA personnel 0 0

Leaflets from the RDA 1 4.2

Recommendation from other businesses in the region 0 0

Previous beneficiary of RSA Scheme 1 4.2

Referral from BERR 0 0

Referral from Business Support Organisations (e.g. Business 
Links, Chambers of Commerce

16 66.7

Information/Direction from Parent Company 0 0

Other (included professional advisers, local authorities, PDA press 
and publicity) 

6 25

7.2	 Comparing the RSA and SFIE Schemes

The second issue that we explored was whether case officers believed that the 
SFIE scheme was an improvement on the older RSA scheme. The vast majority 
of case officers understood the rationale for the scheme, with just 3 suggesting 
that they only partly understood the rationale. 

The reasons given by the respondents for the introduction of the SFIE Scheme 
were to increase the emphasis on productivity and skills (11 out of 15) and to 
increase quality (2 out of 15) in an open ended question that was coded by the 
research team. Case officers mentioned the GVA tests which they believed had 
‘raised the bar’ but made it more difficult and less transparent a process as far 
as the firms were concerned. A case officer put it like this: 

“More rigorous appraisal process but this may be due to change in 
administration of the scheme rather than the scheme itself. Projects have 
been far more successful than those approved by the Government Office 
under RSA scheme. Volume of applications has probably reduced however 
due to the hurdles of GVA test etc. Also companies are put off applying as 
it is perceived as an arduous, difficult process” 54.

When asked about whether the SFIE Scheme has produced higher quality 
applications there was some disagreement (Table 7.2). Those who suggested 
that the scheme needed other changes included some discussion concerning the 
quality bar. Whilst one suggested skills were less of a problem. 

54	 This point also emerged in the discussion with the owner-managers/Financial Directors of the 10 SFIE beneficiaries 
that were included as Case Studies (see Chapter 6).
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“I think the scheme needs to be aware that some projects are of good 
quality but the skill levels are low. This shouldn’t hinder the company’s 
chances of gaining financial support”. 

Table 7.2: Higher Quality Project Applications under SFIE Scheme 

Answer ONLY if you have direct case work experience of the RSA Scheme: 
Do you think that the changes made with the introduction of the SFIE Scheme have produced higher quality (e.g. 
labour skills and/or degree of R&D and innovation) project applications?

Number of Responses %

Yes 8 38.1

No 7 33.1

N/a 6 28.6

Total respondents 21

Others were more concerned to increase the ‘quality bar’. 

“A slight increase in quality but perhaps the quality bar should be higher 
still – which then gives a better return for the taxpayer’s investment”.

“Higher cost-per-job limits for higher quality jobs. Limit assistance for 
NVQ2 jobs”.

One suggested that in their area the bar had been deliberately set higher. 
Although 17 out of 22 (77%) believed that the SFIE Scheme guidelines were 
straightforward to operate there were a number of issues that were commented 
upon including: 

“Guidelines need to be regularly reviewed and kept up to date, in particular 
the annexes on EC market assessments and likely displacement in the 
manufacturing sectors”. 

“Although very long (and thus in theory comprehensive) the guidelines 
are open to interpretation and at times very hard to understand to the 
uninitiated, e.g. section on restrictions, Annex and Non Annex 1 foods”.

We asked case officers to compare the RSA and SFIE schemes directly. It was clear 
that the case officers believed that the SFIE scheme had increased in complexity 
for applicants (Table 7.3). This was borne out from the SFIE case studies which 
revealed that many assisted businesses are using consultants to prepare the 
application for them as they found the process very time consuming.
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Table 7.3: SFIE Scheme Guidelines

If you experienced the pre-2004 RSA Scheme, overall, how do the guidelines for the SFIE Scheme compare with 
the previous RSA Scheme (using the 5 point scale with 1 being very much worse and 5 being very much better)

Very much 
worse (1)

About the 
same (3)

Very much 
better (5)

N/A Response 
Average

Ease of 
operation as a 
Case Officer

0% (0) 6% (1) 53% (9) 12% (2) 0% (0) 29% (5) 3.08

Degree of 
complexity for 
applicant

6% (1) 25% (4) 38% (6) 0% (0) 0% (0) 31% (5) 2.45

Flexibility 
in offering 
appropriate 
assistance

0% (0) 6% (1) 53% (9) 12% (2) 0% (0) 29% (5) 3.08

Complexity of 
scheme criteria

0% (0) 19% (3) 50% (8) 0% (0) 0% (0) 31% (5) 2.73

Total Respondents 17

7.3	 SFIE Scheme Criteria

If it is difficult for the clients to be aware of the complex procedures we were 
also interested in those elements of the SFIE Scheme criteria that the case 
officers believed were more difficult or easy for them to assess (Table 7.4). Not 
surprisingly location was the easiest criteria to assess followed by eligibility and 
skills. The most difficult to assess was the need by the business for the financial 
assistance. 
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Table 7.4: Assessment of SFIE Scheme Criteria

To what extent do you find the criteria for the SFIE Scheme to be easy or hard to assess?

Hard to 
assess (1)

(3) Easy to 
assess (5)

N/A Response 
Average

Location 0% (0) 0% (0) 5% (1) 9% (2) 73% (16) 14% (3) 4.79

Need 5% (1) 33% (7) 29% (6) 14% (3) 5% (1) 14% (3) 2.78

Eligible 
Investment

0% (0) 0% (0) 9% (2) 23% (5) 55% (12) 14% (3) 4.53

Skills 0% (0) 0% (0) 9% (2) 45% (10) 32% (7) 14% (3) 4.26

Viability 0% (0) 14% (3) 36% (8) 32% (7) 5% (1) 14% (3) 3.32

Quality of the 
Project

0% (0) 0% (0) 27% (6) 50% (11) 9% (2) 14% (3) 3.79

National and 
Regional 
Benefit

5% (1) 5% (1) 27% (6) 45% (10) 5% (1) 14% (3) 3.47

Total Respondents 22

The flavour of the comments below shows that the vague and subjective nature 
of the concepts of need and viability are more difficult for the case officers to 
assess, and it does require some judgement. Officers commented: 

“Need and Viability can be difficult to assess due to the experience of the 
applicant in seeking grant support. Validity of forecasts can be difficult to 
prove whereas the areas such as the skills test provide a simple pass or 
fail”. 

“Additionality is a subjective judgement”

“Need and viability are generally hard to assess as they depend on 
forecasts, peoples’ attitudes to risk, peoples’ attitude to borrowing, 
peoples’ investment criteria, etc”.

We followed this up by asking the extent to which each of the assessment criteria 
made a contribution to the decision that was reached about individual projects 
(Table 7.5). Despite the difficulty in assessing these criteria the assessment of 
project viability and the need for assistance were perceived by the case officers 
as two of the most important criteria for decisions about the individual projects. 
What is perhaps surprising from the responses is that project quality, skills 
and national and regional benefits are slightly less likely to be rated as critical 
element of the overall decision about individual projects.
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Table 7.5: Relative Importance of the SFIE Scheme Criteria

To what extent does each of the assessment criteria for the SFIE Scheme contribute to our decision about 
individual projects?

To a 
negligible 
extent (1)

(3) To a great 
extent (5)

N/A Response 
Average

Location 0% (0) 0% (0) 14% (3) 5% (1) 68% (15) 14% (3) 4.63

Need 0% (0) 0% (0) 14% (3) 23% (5) 50% (11) 14% (3) 4.42

Eligible 
Investment

0% (0) 0% (0) 9% (2) 27% (6) 50% (11) 14% (3) 4.47

Skills 0% (0) 0% (0) 18% (4) 45% (10) 23% (5) 14% (3) 4.05

Viability 0% (0) 0% (0) 5% (1) 36% (8) 45% (10) 14% (3) 4.47

Quality of the 
Project

0% (0) 0% (0) 24% (5) 29% (6) 33% (7) 14% (3) 4.11

National and 
Regional 
Benefit

0% (0) 0% (0) 27% (6) 45% (10) 14% (3) 14% (3) 3.84

Total Respondents 22

There were other parties involved in the overall decision to provide financial 
assistance under the SFIE Scheme that were rated highly by case officers 
(Table 7.6): for example, members of the Regional Industrial Advisory Board 
or sub-regional partners including sector forums. One might suspect that these 
represented both the personal and professional network of the individual case 
officer. 

Table 7.6: Role of Other Parties in the Decision-Making Process

Please indicate the value of the contribution of other parties in the decision-making about individual projects?

Response Average

Regional Industrial Advisory Board 3.81

BERR SFIE Team 3.56

BERR Market Analysts 3.38

Industrial Development Advisory Board 2.50

IDU 2.46

The case officers suggested by a 2-1 majority that manufacturing firms were 
preferred under the scheme. This quote is typical: 

“Manufacturing businesses, those industries reliant on capital investment. 
The scheme is not suited as well to technology businesses”.
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Another case officer was more expansive concerning the sectors they felt were 
excluded from the SFIE Scheme: 

“SMEs, BMEs and some service sectors were excluded”.

7.4	 SFIE Scheme Impact

In the overall assessment of the SFIE scheme the respondents were asked 
about the overall contribution that the SFIE Scheme had made to the region. 
The average responses are shown in Table 7.7. Case officers saw the greatest 
contribution of the scheme in their region to jobs (creating and safeguarding 
jobs) and rather less on increasing innovation. This is consistent with their 
earlier responses on the relative importance of the SFIE Scheme criteria in their 
decision to award financial assistance. There is perhaps a slight concern that this 
emphasis on jobs might result from the relatively smaller role assigned to skills 
and project quality by the case officers in the final decision about an individual 
project (see Table 7.5). 

Table 7.7: Regional Impact of the SFIE Scheme

Thinking about the SFIE scheme overall, can you indicate what you consider to be the most important effects of 
the Scheme to date in your region?

Response Average

Increasing or safeguarding jobs 4.45

Create or safeguard skilled jobs 4.10

Generate positive spillover effects on local economic development 4.00

Improve GVA by increasing productivity 3.68

Generate positive spillover effects on enterprise 3.35

Generate positive spillover effects on skills 3.32

Generate positive spillover effects on innovation 3.00

7.5	 Summary

Overall, the survey suggests that case officers are reasonably happy about the 
SFIE Scheme. On the whole the guidelines were well received. Some believe that 
‘the bar’ is slightly too low; others believe it is too high. In any event respondents 
suggest that the region has the discretion to increase the ‘quality bar’. The way 
applicants find out about the Scheme is often through their contacts with other 
organizations involved in business support, which might suggest some joined-
up element in the operation of industrial development policy. 

The case officers’ survey highlighted the increased complexity of the SFIE 
Scheme for applicants and the difficulty of assessing both need and viability, 
critical components of the overall decision to grant support under the scheme. 
The complexity for the clients relates back to the connection between other 
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organizations involved in business support. It is clear that some knowledge 
of the way the businesses are to be assessed is required for a successful 
application. This again highlights the role of intermediaries/consultants in the 
SFIE grant process. In the case of venture capital, intermediaries are often seen 
as important to provide ‘investment ready’ projects that increase the quality of 
the deal flow. 

There are a number of case officers who see that judgement of need and viability 
of the business as more difficult. Typically case officers were using financial 
data to assess need and there maybe some differences in their comfort with 
these judgments; yet those with previous accountancy training also found these 
assessments more difficult.. Overall, however, one might argue that these are 
realistic statements: it is difficult to assess the need for grant assistance! 

Guidelines always need to be interpreted and experience from other government 
services suggests that this interpretation can differ from jurisdiction to jurisdiction. 
In terms of local discretion there does seem to be some impact of a link between 
the Regional Economic Strategy and the SFIE Scheme. Some regions are using 
SFIE to target particular issues and clusters; others have decided to increase 
the quality bar to support high skilled workers. Again this may indicate some 
‘joined-up’ implementation of regional and industrial policy interventions.
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8.1	 Introduction

The RSA Scheme has been the subject of a number of evaluations since the early 
1980s (see King, 1990, PACEC, 1993 and AEP, 2000) covering the periods 1980-84, 
1985-88 and 1991-95. These studies have used different methodologies to isolate 
the effects of RSA financial assistance on the performance of recipient firms 
and plants. All have been reliant upon the analysis of BERR’s client information 
together with a survey of recipient firms/plants. None have involved a survey of 
non-assisted firms.

Our approach 

In order to address each of these components of the evaluation study the 
research team adopted a broad methodology which encompassed a variety of 
methodological approaches ranging from econometric modelling to face-to-face 
interviews with both RSA and SFIE Scheme beneficiaries, as well as surveys 
of the RDA Case Officers and those businesses who were offered financial 
assistance under both the RSA and SFIE Schemes but who subsequently 
declined it. However, the core of the evaluation methodology is the application of 
econometric modelling techniques which seek to ascertain the net effects of RSA 
assistance after controlling for the effects of ‘selection bias’ by incorporating a 
non-assisted group of firms and plants to embed a counterfactual in the analysis. 
The econometric analysis is based on a bespoke survey of around 700 assisted 
and non-assisted businesses. It is this econometric approach which allows us to 
generate estimates of the contribution of the RSA Scheme to value-added in the 
UK and arrive at some estimate of value for money.

These econometric evaluation techniques are applied to the evaluation of the 
RSA Scheme for the first time and represent considerable methodological 
improvement upon previous evaluations of the RSA Scheme which have relied 
upon a self-assessment method of ascertaining project additionality.

Nevertheless, in order to be able to make some sort of assessment of the net 
effect of the SFIE Scheme on beneficiary firms and plants we are obliged to 
follow previous evaluation methods and obtain data from assisted firms on the 
scale of additionality associated with the assistance that they received. While 
this was primarily designed for the interim evaluation of the SFIE Scheme we 
do also collect it from RSA beneficiaries for general comparative purposes. This 
is the only mechanism available to us which allows us to make comparative 
net benefit and value for money assessments between the two schemes. It is 
not our preferred method but it is the only one open to us at the time of this 
evaluation. 
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We set out below the key findings of our ‘separate’ evaluations of the two schemes 
and where possible discuss the direct comparisons in terms of characteristics of 
assisted businesses, scheme effects and operational issues. 

8.2	 Regional Selective Assistance (RSA)

The survey that was designed for this evaluation enabled us to compare the 
characteristics and performance of RSA beneficiaries and non-beneficiaries and 
the key points are:

RSA beneficiaries grew faster than non-beneficiaries both before and after ●●

receiving assistance.

Over the period 2004 and 2006 growth in GVA of the RSA beneficiaries is ●●

more rapid than that of non-beneficiaries. However, with respect to GVA per 
head growth the difference in mean growth rate is not statistically significant 
due to the larger size of RSA beneficiaries in terms of employment.

RSA beneficiaries tended to be younger (average 24.4 years) than non-RSA ●●

beneficiaries (34.4 years).

RSA beneficiaries also tended to be larger than non-beneficiaries both in ●●

terms of employment in the assisted site but also in terms of employment in 
the whole company.

RSA beneficiaries are more export oriented and less focussed on local ●●

markets than the general population of firms and operate in more price 
elastic markets. They are also less likely to be selling to the public sector and 
individual consumers than firms in the general population.

Finally, RSA beneficiaries are more likely to be undertaking R&D and product ●●

and process innovation than non-beneficiaries.

In general terms these observations are consistent with the targeting of RSA 
assistance on larger firms which might be expected to have many of the 
characteristics highlighted above. Further, it would appear that RSA assistance 
has been targeted at firms what are more likely to benefit from that assistance. 
This descriptive comparative evidence means that the issue of selection is of 
crucial importance to the evaluation and as a result reinforces the choice of 
methodology for this study.

Econometric Results (Chapter 5)

The findings of the econometric investigation are broadly supportive of a 
positive RSA intervention. There are clearly two separate groups of firms within 
these data. While there is little evidence that the recipients of RSA are those that 
will generate the highest employment growth, it does stimulate employment in 
domestic firms, and is largely associated with firms with an international and 
national, rather than local focus. R&D however seems largely unrelated to RSA. 
RSA paid to MNEs, however, seems largely associated with encouraging firms 
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to stay in the Assisted Areas, rather than grow, and grant size is more important 
than the existence of RSA in generating employment.

However, this may under-estimate the effects of RSA financial support due to the 
benefits not being fully realised and a small proportion of the safeguarded jobs 
not being fully captured in the employment growth model. Sensitivity analysis 
would suggest that this is not a significant issue in the analysis.

8.3	 Selective Finance for Investment in England (SFIE)

The rationale for the introduction of the new SFIE Scheme in April 2004 to replace 
the old RSA Scheme is discussed in Chapter 2. Although it is impossible to 
conduct a like-for-like evaluation of the two schemes the evaluation methodology 
did contain various components which allow us to comment on the operation of 
the new SFIE Scheme compared to its predecessor.

Characteristics of SFIE and RSA (Chapter 4)

Comparing RSA and SFIE beneficiaries in the survey is complicated by the fact 
that the replacement scheme was designed to include assistance to firms which 
would normally have been supported under the Enterprise Grant Scheme. For 
that reason the comparison of the two Schemes is limited. However, we do 
endeavour to control for this by presenting data on those SFIE assisted business 
who had received £100,000 or more in grant support (n=47). The results of this 
comparison reveal that SFIE beneficiaries are more likely to:

be smaller firms (i.e., less than 50 employees)●●

have younger owner-managers (i.e., less than 45 years)●●

have a business plan although this is clearly connected to the application ●●

process and the use of consultants (see Chapter 6)

be less likely to report ‘maintaining sales for current products and services’ ●●

as a business objective

be less export oriented and more locally focused in terms of sales●●

be operating in markets which were less price sensitive●●

have local suppliers and had higher levels of local purchasing●●

Effects on Business Behaviour (Chapter 6)

Generally, the majority of respondents (more than two-thirds in most areas of 
impact) from the two samples of SFIE and RSA beneficiaries reported benefits 
for their businesses. The most common effects were on productivity and sales 
growth with developments in management practice and innovation management 
some of the least often cited impacts. Two statistically significant differences 
were evident between the effects cited by RSA and SFIE respondents relating 
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to improved staff knowledge or skills and improved technical understanding 
and capability. In both cases a positive effect was more often cited from SFIE 
beneficiaries than from RSA beneficiaries. 

The conclusion from the 10 SFIE case studies is that the large scale investment 
that these grants support is something that makes an appreciable difference to 
the individual businesses concerned. In many cases, whilst the grant did not 
on its own tempt the firms into making these decisions, it acted to increase the 
size of the investment and to emphasize the growth element of the business 
decision. 

Self-Reported Additionality (Chapter 6)

Levels of deadweight from both RSA and SFIE appear low with the majority of 
firms citing some form of partial additionality in terms of either achieving business 
outcomes more quickly or to a greater extent. Complete additionality occurred 
in around 21 per cent of cases. Interestingly, there was no statistical difference 
between the pattern of responses between the RSA and SFIE beneficiaries. The 
important point to emerge from the survey of SFIE beneficiaries is that a large 
proportion of the benefits associated with the assisted investment project have 
yet to accrue which underlines yet again the difficulty in undertaking evaluations 
too soon after the introduction of a Scheme. Essentially the results for the SFIE 
Scheme should be interpreted as illustrative at this stage of its life-cycle.

Comparing Self-Reported Additionality Estimates (Chapter 6)

The results on self-reported additionality for the three previous evaluations of 
RSA are not completely comparable due to the differing ways in which the various 
degrees of partial additionality, including alternative locations, were addressed 
and also the way in which the assessment was undertaken. Previous BERR 
studies have based the assessment on both the interviewers’ assessments and 
the response from the respondent, whereas in our evaluation the respondent’s 
reply was recorded without further review.

The most important point to emerge from the comparison is that the extent of 
wholly non-additionality associated with RSA financial assistance has fallen 
dramatically in the current evaluation covering the 2000-2004 period. The 
previous estimate of around a fifth (based on an agreed interviewer/respondent 
assessment) in 1991-95 has fallen to only 2.8 per cent, although it is only 
approximately half that found in the 1985-88 evaluation. Full additionality has 
shown some fluctuation over the four evaluation periods but an average figure 
of around 23 per cent would appear to be useful generalisation. One obvious 
inference to make from these figures would be that the selection process for 
assisted cases has become much more refined in the last 10 years which has led 
to lower levels of wholly non-additional cases being supported.
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Businesses supported under both the RSA (2000-04) and SFIE Schemes were 
significantly less likely than in previous periods to report that in the absence 
of assistance they would have gone ahead with the project outside the UK, or 
indeed in other regions of the UK. 

SFIE Scheme Impact – Initial Assessment (Chapters 6 and 7)

Employment

Using the information on new and safeguarded jobs from all the in-scope 
SFIE beneficiaries it is possible to gross up this result to produce an overall 
employment effect for the programme in mid-2006. With respect to safeguarded 
jobs the assisted businesses had received financial assistance to protect 10,130 
jobs and we can now estimate that 8,884 of these jobs had actually been secured 
at the time of the survey. Of the 9,660 ‘promised’ new jobs we can estimate that 
4,289 jobs have been created at the time of the survey. 

How many of these ‘actual’ number of assisted jobs can be considered as 
‘additional’? We can use the self-reported estimates of additionality from the 
survey respondents to arrive at an estimate of the number of net additional jobs 
associated with the SFIE Scheme in the period 2004-06. In summary, we can 
conclude that 1,875 safeguarded jobs were secured and that 905 net new jobs 
were created as a result of the financial assistance received. 

Operational Issues

One of the most important issues that emerged from the interviews with the 
owner-managers and/or financial director of the business was that the process 
of applying for SFIE assistance was complicated and has resulted in many of the 
interviewed firms employing consultants to submit the application at an average 
cost of around £20,000. 

The RDA case officers’ survey highlighted the increased complexity of the SFIE 
Scheme for applicants and the difficulty of assessing both need and viability, 
critical components of the overall decision to grant support under the scheme. 
The complexity for the clients relates back to the connection between other 
organizations involved in business support. It is clear that some knowledge 
of the way the businesses are to be assessed is required for a successful 
application. This again highlights the role of intermediaries/consultants in the 
SFIE grant process. In the case of venture capital, intermediaries are often seen 
as important to provide ‘investment ready’ projects that increase the quality of 
the deal flow. 

A small number of businesses who had received an offer of assistance 
under both RSA and SFIE, but who had subsequently declined the offer were 
contacted. When asked why they had turned down the offer of assistance the 
responses fell into two broad categories – Scheme Issues and Business Issues, 
with the majority of responses falling into the second category. The sorts of 



135

Conclusions

reasons advanced by business citing the second category were as follows: the 
project was abandoned as contracts fell through; lack of other funding; premises 
became available in current location therefore no need to move into a Tier 1 
location, or too expensive in the assisted area; owners/shareholders decided not 
to proceed; change of ownership

8.4	 Summary

The evaluation of the RSA Scheme (2000-04) and its successor SFIE Scheme 
(2004-06) has produced a range of quantitative and qualitative evidence that 
allows us to conclude that:

RSA Scheme (2000-04)

The findings of the econometric investigation are broadly supportive of a ●●

positive RSA intervention (2000-04) on employment growth in the 2004-06 
period. This was particularly the case for UK-owned single plant businesses.

However, as we have argued in Chapter 5 this may under-estimate the effects ●●

of RSA financial support due to the benefits not being fully realised and a 
small proportion of the safeguarded jobs not being fully captured in the 
employment growth model. 

SFIE Scheme (2004-06)

Evidence would suggest that the beneficiaries under this Scheme are ●●

achieving real business benefits in terms of productivity and that this was 
also associated with increasing skills and technical capability.

There is a high level of full additionality associated with the Scheme (21.1%) ●●

and this has led us to make an interim assessment of net additional job 
creation of 4,289 jobs with a further 87.7 per cent of safeguarded jobs realised 
– that is, 8,884.

There are some concerns about the application and appraisal process which ●●

have been expressed by owner-managers/senior management of assisted 
businesses as well as RDA Case Officers.

By evaluating the effects of RSA financial assistance using this approach has 
resulted in a set of results which, when examined in detail and with different 
econometric approaches, all point in the same direction. Indeed, no previous 
evaluation of the RSA Scheme has opened this ‘black box’ of control variables 
which we know have an influence on firm/plant performance. Put simply, the 
RSA Scheme is positively and significantly associated with the creation of 
employment in the recipient plants after controlling for a large number of these 
control variables as well as controlling for selection bias and endogeneity.
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There is a clear opportunity with this econometric approach, and particularly 
with the use of the actual amount of grant awarded in the estimations, to develop 
cost-per-job estimates and an overall value for money assessment for the RSA 
Scheme in the period 2000-04. Coefficients for the RSA dummy and the value 
of the grant variable in these estimations could be used to this end. This would 
have the advantage of moving away from the reliance upon a self-assessment 
additionality question to arrive at the number of net additional jobs and then 
cost-per-job estimates. However, although this was discussed at length with the 
project Steering Group there was no consensus on the most appropriate method 
to be used. As a result it was decided to re-visit this at a future date.

Our overall conclusion is that both the RSA and SFIE Schemes are delivering 
benefits to the UK economy through net additional employment, higher value-
added and a set of wider benefits that demonstrate linkage into other regional 
priorities such as regeneration, skill enhancement, supplier networks and broader 
environmental agenda. We are much more certain of our conclusion with respect 
to the RSA Scheme which has been evaluated using innovative econometric 
techniques and were the majority of the effects of the financial assistance have 
had time to materialise to be captured in our post-assistance impact period 
of 2004-06. Nevertheless, our analysis of the beneficiaries of financial support 
under the new SFIE Scheme has provided a positive assessment across a range 
of business effects.
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