Strategic Evaluation of SDI International Activities 2017
Scottish Enterprise - Additional Analysis

This paper details the additional analysis undertaken by Scottish Enterprise following completion of the main evaluation report by SQW.  Analysis was undertaken on the following:

1. Trade – International Project (IP) Direct and Indirect Employment Impacts and Cost Per Job 
2. Inward Investment - Direct and Indirect Employment Impacts and Cost Per Job

The detail of this analysis is outlined below.
1. Trade Employment Impacts and Cost Per Job 
Based on the responses from businesses from the trade IP survey
, additional analysis was undertaken to estimate the net additional direct and indirect employment effects of companies supported with more intensive support (IP supported companies).  The following approach was used:

· Assessment of gross additional direct employment in terms of jobs and job years
;
· Scaling of results to the total IP population;
· Adjusting for displacement;
· Application of a multiplier to assess wider employment effects in the economy.
For each year of support, companies were asked to assess the difference in the company’s employment without SDI/SE/HIE support.  Table 1   shows the total gross employment impact to be 880 job years over the 4 year period from the survey sample.
Table 1 - Trade – IP - Gross Additional Direct Employment Impacts (job years) 2012/13 – 2015/16 – Survey Sample (75 companies)
	 
	2012/13
	2013/14
	2014/15
	2015/16
	Total

	Gross Additional Direct Employment 
	170 
	215
	250
	245
	880


The gross additional direct employment from the survey sample was then scaled to the total IP population giving 5,300 job years over the 4 year period shown in Table 2 below. In 2015/16 this equates to an additional 1,500 jobs.
Table 2 - Trade – IP - Gross Additional Employment Impacts (job years) 2012/13 – 2015/16 – Population (549 companies)
	 
	2012/13
	2013/14
	2014/15
	2015/16
	Total

	Gross Additional Direct Employment 
	170
	215
	250
	245
	880

	Scaling to population 
	1,030
	1,300
	1,500
	1,470
	5,300


Net Additional Direct and Indirect Employment Impacts
The gross additional direct results were then reduced by the application of a displacement factor of 5%; this displacement value is consistent with the approach taken in the assessment of net additional international sales in the evaluation report.  Within the IP survey, companies assessed displacement as low: of the 84 companies surveyed, only 9 considered that any of their additional international sales would displace other Scottish businesses. The estimates of these nine cases were each around 10%, however to err on the side of caution in the evaluation report, SQW used a more conservative 5%. This has been applied here to the population.  
As shown in Table 3, applying 5% displacement to the gross additional direct employment of 5,300 results in 5,035 net additional direct job years or 1,395, jobs in 2015/16.  
Table 3 - Trade – IP - Net Additional Direct Employment Impacts (job years) 2012/13 – 215/16 – Population (549 companies)
	 
	2012/13
	2013/14
	2014/15
	2015/16
	Total

	Gross Additional Direct Employment 
	170
	215
	250
	245
	880

	Scaling to population 
	1,030
	1,300
	1,500
	1,470
	5,300

	Less Displacement (5%)
	50
	65
	75
	75
	265

	Total Net Additional Direct Employment
	980
	1,235
	1,425
	1,395
	5,035


Multiplier effects are used to include the wider economic activity generated through the supply chain, and as a result of an increase in wages, salaries and profits that are re-spent within the Scottish economy (Table 4).  The Scottish Input-Output tables
 provide multiplier values for each industry and these can be used to demonstrate the effects of an increase in output.  An average multiplier of 1.6 was applied giving some 8,000 job years.   This results in 2,230 jobs created in 2015/16 as a consequence of support.
Summary Trade IP Employment Impacts
Table 4 – Summary Impacts from Trade Support 2012/13 – 2015/16

	 
	2012/13
	2013/14
	2014/15
	2015/16
	Total

	Gross Additional Direct Employment 
	170
	215
	250
	245
	880

	Scaling to population 
	1,030
	1,300
	1,500
	1,470
	5,300

	Less Displacement 5%
	50
	65
	75
	75
	265

	Total Net Additional Direct Employment
	980
	1,235
	1,425
	1,395
	5,035

	Total Indirect Employment (inc multiplier 1.6)
	590
	745
	855
	835
	3,025

	Total Net Additional Direct and Indirect Employment
	1,570
	1,980
	2,280
	2,230
	8,060


It is estimated that 5,000 net additional direct job years were created by companies supported to trade overseas over the 2012/13 to 2015/16 period, with a further 3,000 net additional job years in the supply chain and wider economy (8,000 job years in total as a result of support). This equates to 1,400 jobs direct jobs and a further 800 in the supply chain and supported by induced spend by 2015/16. I.e. total of 2,200 jobs
Trade IP - Cost Per Job

Total trade costs were £114m over the four year period which results in a cost per job of £51,000. 
2. Inward Investment Direct and Indirect Employment Impacts and Cost Per Job
The analysis used the net direct additional employment data reported in the evaluation report and applied a multiplier to assess the wider employment effects in the economy. 

The evaluation estimated the net direct additional jobs for the population of inward investment companies using the following three approaches:
· Calculation of attributable employment to date using type of support - 9,580 jobs 

· Calculation of attributable employment supported to date, using first year of support - 10,420 jobs 
· Calculation of attributable employment using type of investment - 10,840 jobs
The “mid range” estimate of 10,420 net additional jobs (as shown in table 10-24 in the evaluation report) has been used as the base figure on which to assess the wider effects in the supply chain.  

Multiplier effects are used to include the wider economic activity generated through the supply chain, and as a result of an increase in wages, salaries and profits that are re-spent within the Scottish economy.  The Scottish Input-Output tables provide multiplier values for each industry and these can be used to demonstrate the effects of an increase in output.  

As shown in Table 5, an average multiplier of 1.6 was applied to the net additional direct employment figure of 10,420.
Table 5 – Inward Investment – Total Net Additional Direct and Indirect Employment 2011/12 – 2015/16
	
	2011/12
	2012/13
	2013/14
	2014/15
	2015/16
	Total


	Total Net Additional Direct Employment
	1,410
	1,760
	2,750
	2,860
	1,640
	10,400

	Total Indirect Employment (inc multiplier 1.6)
	850
	1,060
	1,650
	1,720
	990
	6,300

	Total Net Additional Direct and Indirect Employment 
	2,260
	2,820
	4,400
	4,580
	2,630
	16,700


It is estimated that over the 2011/12 to 2015/16 period, over 10,400 net additional direct  jobs were created in inward investor companies, with a further 6,300 net additional jobs created in the supply chain and wider economy (16,700 net additional jobs in total as a result of support). 
Inward Investment Cost Per Job

Total inward investment costs were £181m over the period which results in a cost per job of £10,900.
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� The analysis was based only on the responses from 75 companies who gave permission for the data they provided in the surveys to be shared with SE‘s Economics Team for additional analysis.


� The term “job years” refers to the number of years a job lasts for.


� http://www.gov.scot/Topics/Statistics/Browse/Economy/Input-Output


� Rounded to nearest 100





