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Our focus on economic transformation: the evidence base

Scottish Enterprise focuses on supporting transformative change in innovation,
international and investment performance of Scotland’s economy. These are the
drivers of a successful, productive, net zero and fair work economy, and are the areas
of greatest opportunity and challenge for Scotland’s businesses and sectors.

Together, they will drive the changes needed to boost business sustainability and
productivity and secure a wealthier, fairer and greener wellbeing economy. They are
also the areas where Scottish Enterprise can make the biggest difference.

This analytical paper sets out the key economic research and evidence
underpinning our focus on economic transformation, highlighting:

» Why innovation, internationalisation and investment are important.

» Scotland’s recent economic performance — and the shifts needed to match the top
performing economies.

» What works in supporting businesses and sectors to improve performance and
deliver economic impacts based on insights, evaluation and research evidence.

INNOVATION is fundamental for a thriving economy and to tackle
challenges in the business environment. Evidence shows that
innovative businesses drive productivity growth, are more competitive
and are three times more likely to successfully internationalise.
Innovation also attracts research, talent, and investment, boosting
Scotland’s success and reputation in international markets — all
helping to create better quality jobs that pay higher wages.

INTERNATIONALISATION is a key driver of productivity growth and
will be a major contributor to Scotland’s long-term economic
prosperity. International success will reinforce Scotland’s strong inward
investment performance, strengthen our supply chains, enhance
Scotland’s innovation and capital expenditure. It will also increase
Scottish exports and build Scotland's position as a magnet for talent -
all of which creates more opportunities for Scotland’s most ambitious
businesses to grow.

INVESTMENT is essential for businesses to boost productivity, to
remain competitive and to be resilient in the face of skills shortages
and resource pressures. Capital investment is a critical driver of

productivity, and Scotland's businesses have historically under-
invested. We need to see a step change in levels of investment and
productivity which in turn will create better quality jobs that pay higher
wages.




@ Innovation

Innovation is a key driver of productivity, business growth and resilience. Product and
service innovation can help businesses create or enter new markets, and process innovation
can improve efficiency and productivity. Innovation can also drive the creation of new, high
growth sectors and businesses, and create good quality jobs.

Businesses that innovate have higher productivity, and on average grow twice as fast, both
in employment and sales, than those that don’t.. Also, innovative businesses more likely to
pay higher wages, are also more likely to export.

Management and leadership capability is also important. Businesses adopting better
management practices are significantly more likely to undertake R&D, and to have higher
productivity.

The EU’s Regional Innovation Scoreboard highlights that Scotland is a ‘Strong Innovator’
and just outside the top 30% of regions for innovation performance*. The Scoreboard
highlights Scotland’s innovation strengths and challenges:

» Strengths: skills, tertiary education and university research

» Challenges: sales of innovative products, product innovation, design and
trademark applications.

Scotland's R&D performance has improved in recent years and is relatively strong when
compared to other countries. Overall R&D spend as a percentage of GDP (3%) was ranked
in the top quartile of the OECD countries in 2021. Within this:

» Higher education R&D (1% of GDP) is the highest of all OECD economies

» Business R&D (1.9% of GDP) is ranked near the top of the second quartile of OECD
economies, and above the EU average (although below UK performance).

Scotland’s annual business R&D investment would need to be £0.4bn higher (+13%) to
match best performing economies.

* The Scottish Government’s Innovation Strategy evidence paper provides a more detailed assessment of
Scotland’s innovation performance
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1023586/evidence-for-innovation-strategy.pdf
https://blogs.lse.ac.uk/businessreview/2020/01/09/highly-skilled-workers-are-not-the-only-ones-who-receive-a-wage-premium-from-innovation/
https://www.gov.scot/binaries/content/documents/govscot/publications/statistics/2020/10/uk-innovation-survey-2019-results-for-scotland/documents/uk-innovation-survey-2019-results-for-scotland---report/uk-innovation-survey-2019-results-for-scotland---report/govscot%3Adocument/UKIS%2B2019%2BScotland%2B-%2BReport%2Bv2.pdf
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/articles/managementpracticesandinnovationgreatbritain/2021-08-23
https://ec.europa.eu/assets/rtd/ris/2023/ec_rtd_ris-regional-profiles-united-kingdom.pdf
https://www.gov.scot/publications/gross-expenditure-on-research-and-development-scotland-2021/documents/
https://www.gov.scot/publications/scotlands-national-innovation-strategy-economic-evidence-paper/pages/1/
https://ec.europa.eu/assets/rtd/ris/2023/ec_rtd_ris-regional-profiles-united-kingdom.pdf
https://www.gov.scot/publications/gross-expenditure-on-research-and-development-scotland-2021/documents/

@ Innovation

Business innovation (including activities such as developing new products/processes and
new organisational practices as well as R&D) in Scotland is relatively low compared to
other UK countries and regions (and OECD nations). Over 2018-2020 just 39% of Scottish
businesses (with 10+ employees) were ‘innovation active’, and just 22% were product or
process innovators.

Although the innovation activity rate has increased since 2016-18 (+7 percentage points),
this is still below 2012-14 performance. The reasons for the recent rise are unclear and may
have been driven by businesses introducing new products, services and processes in
response to the pandemic. This may be a trend Scotland can build on to stimulate business
innovation further.

Scotland would need 2,500 more businesses innovating (+22%) to match best
performing EU regions.
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Universities and research centres can be important sources of knowledge and innovation
for businesses and can help build innovative places and clusters. Around a third of
Scotland’s businesses that have innovation co-operation partnerships are working with
universities, government or public research institutes — a significantly higher rate than for
the UK as a whole.
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https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.gov.scot/publications/scotlands-national-innovation-strategy-economic-evidence-paper/pages/3/
https://www.gov.scot/publications/scotlands-national-innovation-strategy-economic-evidence-paper/pages/3/
https://www.gov.scot/publications/uk-innovation-survey-2021-results-for-scotland/documents/

@ Increasing innovation — what works

SE’s evaluation and research highlights the following examples of ‘what Innovation & Research Centres

works’ and the benefits of innovation support. _ _
»  Capital funding support for research centres accelerates and

r 2 increases partner leverage for research centre development
Innovation Specialist Support (buildings, machinery etc)
> Providing specialist advice to businesses that may lack skills and »  Research centres can help attract inward investment to Scotland.
capacity to develop and deliver innovation projects >  University/public sector research centres are an important innovation
> Specialist and advisor support to help businesses develop innovation partner for businesses. They provide access to facilities, such as
funding proposals e.g. SE funds and UK and European innovation machinery and testing equipment, staff expertise and collaboration
funding programmes (Innovate UK, EU Horizon, etc.) opportunities that businesses may not have the resources or

» Linking innovation specialist support to internationalisation support, incentive to invest in themselves

so that companies develop the right products for the right overseas »  Engaging with universities to access expertise/knowledge boosts
markets business innovation activity and employment and turnover growth by
helping innovation happen at a bigger scale and faster, and by
supporting commercialisation

Innovation Funding

» Funding can support innovation projects to happen faster and/or at a

»  The economic benefits of research centre development and activity

bigger scale typically take a number of years to achieve (e.g. 3 yrs +) due to the

» Funding support, including grants, loans and equity investment, helps time required to build the asset, engage businesses and support
de-risk R&D and offsets high R&D costs, providing greater certainty, successful commercialisation of innovation benefits
leading to increased investment by businesses . J

» Innovation funding can also help attract inward investment to
Scotland

Innovation networking

» Using international networks to find collaboration partners to . . .
undertake innovation Over 2022/23 Scottish Enterprise supported:

\ J > almost 340 businesses and partner projects that are expected to

deliver £320m of future R&D and innovation investment.



https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=showPromoted&id=762
https://www.scottish-enterprise.com/support-for-businesses/funding-and-grants/european-funding
https://www.scottish-enterprise.com/support-for-businesses/funding-and-grants/european-funding
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=706
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=348
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=706
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=533
https://www.ey.com/en_uk/attractiveness/22/scotland-leads-the-way-for-fdi-investment
https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.gov.uk/government/statistics/uk-innovation-survey-2021-report
https://www.enterpriseresearch.ac.uk/wp-content/uploads/2022/12/ERC-Insight-Evaluating-the-medium-term-business-performance-effects-of-engaging-with-the-Catapults-network-VaninoRoper.pdf

© International

Inward investors (from overseas or the rest of the UK) on average have higher
productivity, pay higher wages and are more likely to invest in R&D. Overall, inward
investors employ around 680,000 workers directly across Scotland.

Inward investment provides other ‘spillover’ benefits for the economy. For example:
» offering supply chain opportunities for Scottish businesses

» knowledge sharing with domestic businesses that can boost their productivity

» raising Scotland’s profile internationally.

Ernst & Young’s Attractiveness Survey reports Scotland as the second most attractive
nation and region in the UK (after London) for foreign direct investment (FDI). 126 FDI
projects were attracted in 2022 (14% of all UK projects). Scotland’s top FDI sectors in
2022 were digital technology, utility supply and business services. Three Scottish cities
were in the UK top 10 for FDI projects — Edinburgh (2"9), Glasgow (4t"), Aberdeen (8™).

A highly qualified and cost-competitive workforce, the strength of local business
networks, and support from government and Enterprise Agencies (including grants and
investment/R&D incentives) are all key success factors in attracting projects — and
areas of strength for Scotland.

SDI’'s Annual Inward Investment Results 2022/23 confirmed over 8,500 planned RLW
jobs from 86 supported projects, 24 of which were from Rest of the UK headquartered
companies.

Attracting and retaining highly skilled international talent, entrepreneurs and early-stage
businesses can help create more scaling businesses in Scotland. For example:

» 47% of scaling businesses employ staff from the EU, and 36% from outside of
the EU — and half say it's vital/very important they can continue employ
international talent.

» for around one in five scaleups, a quarter or more of their staff come from
outside the UK.
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https://www.gov.scot/publications/businesses-in-scotland-2022/documents/
https://www.gov.scot/publications/businesses-in-scotland-2022/documents/
https://www.enterpriseresearch.ac.uk/wp-content/uploads/2020/07/ERC-ResReport-Spillovers-from-inward-investment-DriffieldLavoratori.pdf
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ey.com%2Fen_uk%2Fnews%2F2023%2F06%2Fforeign-direct-investment-uk-remains-second-in-europe-despite-a-fall-in-project-numbers&data=05%7C01%7CKenny.Richmond%40scotent.co.uk%7C4ce60d000cb2443ffc0808dba7dfb9ea%7C50374495fdde4d04bc5c574982680e19%7C0%7C0%7C638288351550953497%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=CtUzRQ2JxwCohrQ0%2BcQOWEnU8zjpm6HSABFmKgiWzc0%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.scottish-enterprise-mediacentre.com%2Fnews%2Fey-reports-further-foreign-direct-investment-growth-in-scotland&data=05%7C01%7CKenny.Richmond%40scotent.co.uk%7C4ce60d000cb2443ffc0808dba7dfb9ea%7C50374495fdde4d04bc5c574982680e19%7C0%7C0%7C638288351550953497%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=mnnhiZHvkPYEMXY437RGdsxaV0Pz6sqCg4A3YHiNsbY%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.scottish-enterprise-mediacentre.com%2Fnews%2Fey-reports-further-foreign-direct-investment-growth-in-scotland&data=05%7C01%7CKenny.Richmond%40scotent.co.uk%7C4ce60d000cb2443ffc0808dba7dfb9ea%7C50374495fdde4d04bc5c574982680e19%7C0%7C0%7C638288351550953497%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=mnnhiZHvkPYEMXY437RGdsxaV0Pz6sqCg4A3YHiNsbY%3D&reserved=0
https://www.scaleupinstitute.org.uk/scaleup-review-2021/talent-and-skills-2/
https://www.ey.com/en_uk/attractiveness/22/scotland-leads-the-way-for-fdi-investment
https://www.ey.com/en_uk/attractiveness/22/scotland-leads-the-way-for-fdi-investment

© International

Accessing international markets offers opportunities for Scottish businesses to grow.
Exporters tend (and need) to be more innovative than non-exporters, have higher levels of
productivity (by on average 21%), and grow faster.

It's estimated that exporting supports 470,000 jobs in Scotland, directly and indirectly
through supply chains and other multipliers.

Exports though are relatively concentrated, with three sectors (food & drink,
petroleum/chemicals, professional/scientific services) accounting for over 40%.

The Trading Nation strategy focuses on increasing overseas exports by existing exporters.
The value of overseas exports has increased in almost every year over the last decade,
and the Scottish Government has ambitions for exports to reach 25% of GDP by 2029.

[ International exports would need to rise by +£8bn (+23%) to equal 25% of GDP. ]

The proportion of businesses in Scotland that export overseas has gradually risen since
2017 (with the exception of 2020), but lags many UK regions. Just 8.4% (14,800) sold
internationally in 2021.
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16% of non-exporters have sold overseas in the past,
or believe that they may have goods and/or services
suitable for exporting. This suggests Scotland has
around 17,000 potential exporters.

Barriers to exporting include:

* access to in-market
contacts, customers and
networks

+ costs of accessing markets
* lack of knowledge

capacity (managerial time,
staff skills).

Access to international networks, such as GlobalScot
can be important for exporting, for example through
learning from the experiences and knowledge of
business peers. *
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https://wrap.warwick.ac.uk/73502/1/WRAP_1374693-wbs-211015-wp5_final_-__isbj_version_v2.pdf
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/articles/uktradeingoodsandproductivitynewfindings/2018-07-06
https://www.beauhurst.com/blog/exporters-vs-non-exporters/?utm_campaign=Bulletin&utm_medium=email&_hsmi=251442655&_hsenc=p2ANqtz-9HtjP0H6S_iWzI9dRYfN0gtLgnBhLOWz5X-Y5uUO3TJH2UJvTDuRhQBKOG_kPvISqlp6J-FEOMT_AT6hVUJ8PmJxnM0Jjsr_cR62yyVEIMAcPl9f0&utm_content=251442655&utm_source=hs_email
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/966549/Estimating-the-relationship-between-exports-and-the-labour-market-in-the-UK.pdf
https://www.gov.scot/publications/export-statistics-scotland-2019/
https://www.gov.scot/publications/scotland-a-trading-nation/
https://www.ons.gov.uk/releases/annualbusinesssurveyexportersandimporters2021
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1099826/barriers-of-exporting-businesses-and-the-role-of-export-promotion-in-addressing-them.pdf
https://www.gov.scot/publications/small-business-survey-scotland-2021/
https://www.globalscot.com/home
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1099826/barriers-of-exporting-businesses-and-the-role-of-export-promotion-in-addressing-them.pdf
https://www.ons.gov.uk/businessindustryandtrade/business/businessservices/datasets/annualbusinesssurveyimportersandexportersregionalbreakdown

§ Increasing internationalisation — what works

SE’s evaluation and research highlights the following examples of ‘what
works’ and the benefits of internationalisation support.

-

Attracting Inward Investment:

Inward investors highlight a range of support that is important for investment
decisions:

» Events promoting Scotland
» Organising visits to Scotland

» Assisting investors to develop projects, including property advice,
recruitment, supply chain development.

Signposting to other specialist advice and resources
Supporting links with suppliers

Supporting links with universities to access skills and knowledge

YV V V VYV

Financial assistance, including grants, plays an important role of
funding support in attracting some inward investment projects:

+ the availability of grant support is as a key differentiator when
potential inward investors compare the Scottish offer with
alternatives.

+ without grant support, some projects would not have come to
Scotland, and others would not have happened as fast or to the
same scale

As well as directly creating jobs, inward investors also deliver spillover
benefits to other Scottish businesses via supply chains and knowledge
transfer.

\

International Trade

» Support to meet businesses’ export needs structured around:
» Awareness raising of export opportunities
» Building export capacity
» Supporting businesses to exploit opportunities.

* Businesses value a bespoke and flexible support delivery approach,
and that it can be phased over time, including:

» 1-2-1 specialist support to assist the development of export
strategies and the execution of export plans

» Advisory support that is Scotland-based as well as in-market via
SDI field offices

» Grant funding to support international growth

» Access to wider SE support and services e.g. innovation

» Linking to GlobalScots who provide key independent in-Scotland
and in-market insights/advice on exporting

» Signposting to partner support

» Prioritisation is given to key markets and key geographies that can
offer the biggest export opportunities, and SE works with industry to
jointly develop sector wide export plans

In 2022/23, Scottish Enterprise supported:
» almost 80 inward investment projects that are expected to

safeguard/create over 8,300 jobs*

» over 580 businesses with export and growth plans that are
expected to achieve £1.7bn of overseas export sales

* Excluding inward investment projects supported by Highlands & Islands Enterprise & South of
Scotland Enterprise


https://www.gov.scot/publications/evaluation-team-scotlands-inward-investment-support/documents/
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=706
https://www.gov.scot/publications/evaluation-team-scotlands-inward-investment-support/documents/
https://www.gov.scot/publications/evaluation-team-scotlands-inward-investment-support/documents/
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=showPromoted&id=833
https://www.gov.scot/publications/team-scotlands-export-promotion-support-evaluation/
https://www.globalscot.com/home

1 Investment

Investment is key to creating good-quality, well-paid jobs, driving innovation and
technological progress, and economic stability. And the UK’s (and Scotland’s) recent weak
productivity performance is due in part to low capital investment.

As well as machinery, equipment and premises, investing in digital technologies is
important in driving business performance. Over 70% of businesses report that digital
technology investment boosted productivity, and other benefits include increased
innovation, exporting and a shift to low carbon working.

However, Scotland’s business capital investment rate lags nearly all OECD economies,
resulting in a lower capital stock per worker than many other European regions, impacting
on productivity and job quality. In turn, this can affect the ability to effectively innovate.

Annual business capital investment in Scotland would need to rise by £14bn (+80%)
to match best performing economies.

Business investment in suitable workplaces and machinery/equipment can help increase
efficiency and reduce emissions, supporting net zero ambitions. Good quality workplaces
can also help businesses attract and retain staff, and boost employee wellbeing, in turn
increasing productivity.

e )
Low business investment performance is a Barriers to capital investment
longstanding challenge. Since 2017, the net balance of | nclude:
Scottish businesses reporting an increase in capital + availability and cost of
investment has been positive (i.e. more businesses funding
increasing rather than decreasing investment) in just 6 « risk aversion
out of 26 quarters.  uncertainty about returns on

investment.
. J

Business Capital Investment as % of GDP, 2022
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https://www.ippr.org/blog/now-is-the-time-to-confront-uk-s-investment-phobia
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/bulletins/internationalcomparisonsofproductivityfinalestimates/2020
https://www.gov.scot/publications/digital-economy-business-survey-2021/pages/2/#:%7E:text=%20The%20purpose%20of%20the%202021%20Digital%20Economy,skills%2C%20productivity%2C%20cyber%20resilience%20and%20E-Commerce.%20More%20
https://www.niesr.ac.uk/wp-content/uploads/2022/09/investigating-factors-driving-scotlands-productivity-gap-international-countries-full-report.pdf
https://www.bankofengland.co.uk/-/media/boe/files/speech/2017/are-firms-underinvesting-and-if-so-why.pdf?la=en&hash=96588BB2D1AEEA1C13C0E2E159962B2B3E505DD4
https://fraserofallander.org/wp-content/uploads/2023/03/2022-03-25-Years-of-the-Scottish-Business-Monitor-1.pdf
https://fraserofallander.org/wp-content/uploads/2023/03/2022-03-25-Years-of-the-Scottish-Business-Monitor-1.pdf

1 Investment

As well as needing more businesses, Scotland needs to increase the number that achieve
high growth (having at least 10 employees and growing turnover or employees by 20%+ per
year over three years). High growth, scaling businesses are more likely to be innovative and
exporters, and are, on average, significantly more productive (60%+) than other businesses.
Scaleups accounted for just 0.5% of Scottish SMEs in 2021, but generated one third of the
total SME turnover, contributing £36 billion to the Scottish economy.

Scotland would need 160 more high growth businesses (+25%) to match best
performing UK nations and regions.

Around 30% of scaling businesses are early stage (less than 10 years old), and availability
of risk capital, and the knowledge and networks of funders, can be key to their success.
Almost half of scaling businesses highlight that access to the right type of finance is key to
growth, and 35% are using, or plan to use, equity finance. And businesses in higher
turnover or employment growth bands are more likely to be equity backed than those
experiencing lower growth

In 2022 there was a record £953m equity raised across 407 deals in Scotland, including
three large deals (combined value of £315m). This is in the context of a UK market where
deteriorating investor sentiment contributed to a fall in investment in 2022 and 2023.

o 3

Barriers to accessing risk capital include:

* Investors increasingly focusing on existing
portfolios and favouring later stage and lower
risk deals

* Reduced valuations and less exits putting
pressure on investors to return value (fewer
new to equity and mega £100m deals)

* Challenging global and UK market conditions
making it significantly harder for companies to
raise growth finance.

The Scottish risk funding market
was at the top of the second
quartile of UK nations/regions for
number and value of deals,
making it the next best performing
market after the ‘Golden Triangle’
(London, South-East & East of
England) which dominates the UK
market.

% of Businesses that Achieve High Growth (Scaling), 2021
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Scotland Equity Risk Funding Deal Numbers and Investment Value
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https://www.thebank.scot/sites/default/files/2023-03/Scaling%20Up%20Scotland_Final_Website_s.pdf
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=765
https://www.scaleupinstitute.org.uk/wp-content/uploads/2022/11/ScaleUp-Index-2022.pdf
https://www.scaleupinstitute.org.uk/wp-content/uploads/2022/11/1747_SUI_AR22_Highlights_v221123-web-1.pdf
https://www.thebank.scot/sites/default/files/2023-03/Scaling%20Up%20Scotland_Final_Website_s.pdf
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=809
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/datasets/businessdemographyreferencetable
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=809

a1 Increasing Investment — what works

SE’s evaluation and research highlights the following examples of ‘what f ] _ o )
works’ and the benefits of investment support. Supporting business & capital investment
» Funding support helps de-risk capital investment, and attracts
e 2 inward investment to Scotland
Growth investment & funding + Funding support for capital investment can also deliver significant
» High growth start-up support that develops a pipe-line of attractive job creation
investment opportunities for early and later stage investors « Specialist and advisor support helps businesses develop better
* As global investor caution has grown, Scottish Enterprise can meet « Investing alongside partners to build strategic growth assets such
increased demand for early-stage gap funding and support as innovation and research centres
» Scottish Enterprise co-investment funding that has a catalytic and . 7
positive impact by increasing supply of scarce capital alongside a
diverse base of private investors - N
+ Provision of early-stage patient equity investment is critical to the Supporting businesses to scale
progression of technologically innovative businesses with potential « Specialist scale-up advisory support
to scale
» Accessing growth finance, especially equity risk funding
* Adding value to investee companies through dedicated portfolio ) . .
management and access to tailored and specialist growth support * Innovation support helps businesses develop and bring new
services, for example innovation and exporting support goods and services to market
« Assisting companies to be better prepared to access funding * Support to enter international market

by providing financial readiness support

» Supporting investee companies to embed and progress Fair Work
and Net Zero practices that can help businesses be attractive to
investors



https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=706
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=705
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=765
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=765
https://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=678
https://www.gov.scot/policies/fair-and-inclusive-workplaces/#:%7E:text=Fair%20work%20means%20secure%20employment,for%20society%20and%20the%20economy.
https://www.scottish-enterprise.com/support-for-businesses/business-development-and-advice/business-sustainability

a Scottish Enterprise missions: delivering transformative outcomes

Scottish Enterprise is adopting a mission-based approach to deliver our strategic objectives, with a sustained focus over time on opportunities that will drive up levels of
innovation, internationalisation and investment. Three missions have been identified where evidence shows there is the significant potential to transform Scotland’s
economy, and where SE has the core innovation, international and investment capabilities and resources to make the greatest difference. The economic potential of these

missions are highlighted below:

Scaling innovation and building

high growth industries of the future

Capital investment

Energy transition .

The Scottish Government’s Energy Strategy
and Just Transition Plan identifies significant
potential economic impacts of the transition to
cleaner energy generation and use:

» ScotWind: targeting £28bn of potential
Scottish economic activity in Offshore Wind
(£1 billion of investment for every gigawatt of
capacity built) could support up to 14,400 full
time equivalent jobs by 2030.

» Hydrogen economy: could support/create
between 70,000 and 300,000+ jobs
and £5bn- £25bn GVA by 2045

> Just Transition: increase number of low
carbon jobs in energy from 19,000 to 77,000
by 2050

» Green heat: generating almost 16,400
additional jobs by 2030

» Carbon Capture Utilisation & Storage
(CCUS) could support an average of 15,000
jobs between 2022-2050, with a peak of
20,600 jobs in 2030. In 2045 Scottish GDP
could be 1.3-2.3% (£3.8 bn-£6.7bn) higher
in scenarios with CCUS, than without.

Scaling businesses are an important driver of economic
growth. They are on average more productive, innovative
and international.

Five industries of the future have been identified, using an
evidence-based approach, where Scotland has - or will
have - international competitive advantage and the ability to
grow to scale.

The growth opportunity and potential by 2030 for these are:
Space: +6,000 jobs (+480%) and £4bn turnover (+£3.8bn).

Photonics and Quantum Technologies: +7,000 (+100%)
and £3bn turnover (+£1.7bn).

Industrial Biotechnology: +3,000 (+100%) jobs and
£1.8bn turnover (+£1.1bn).

Life Science (Human Health): 26,500 (120%) and
£10.6bn turnover (+£5.7bn).

Fintech: +20,800 jobs (+245%) and £2.1bn turnover
(+£1.5bn).

to drive productivity

Scotland has been mid-ranking internationally
for productivity for over 10 years, with
performance near the bottom of the second
quartile of OECD countries. The maijority of
Scotland’s businesses are clustered at low
levels of productivity.

Increasing productivity can boost output
and earnings. If Scottish productivity matched
the OECD top quartile today:

> the size of the economy would be over 20%
larger (+£35bn)

» and annual average wages could be £2,000
(+5%) to £5,500 (+15%) higher.

Higher capital investment can help businesses
and sectors achieve a step change in
productivity, competitiveness and resilience —
and create better quality jobs.

Scotland lags nearly all other economies for
business capital investment, a key driver of
productivity.

Scotland’s business capital investment would
need to be £3bn a year higher to reach the rate
of the OECD third quartile.


https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2023/01/draft-energy-strategy-transition-plan/documents/draft-energy-strategy-transition-plan/draft-energy-strategy-transition-plan/govscot%3Adocument/draft-energy-strategy-transition-plan.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2023/01/draft-energy-strategy-transition-plan/documents/draft-energy-strategy-transition-plan/draft-energy-strategy-transition-plan/govscot%3Adocument/draft-energy-strategy-transition-plan.pdf
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