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Scotland’s Economic

Performance
(March 2025)

How Scotland’s economy compares with other OECD nations and how our
Missions may contribute towards improvements

For more information please contact the Insights and Economics Team
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SE Objectives and Priorities

As the national economic development agency for Scotland, Scottish Enterprise has a strategic
ambition to drive up levels of innovation, internationalisation and investment in Scotland.

This is supported by our 3 missions and tracked via our 6 outcome measures.

Our strategic ambition is to drive up levels of innovation, internationalisation and
investment in Scotland, building a fair, green and growing economy.

The impact of our activities are tracked via our outcome measures:
This slide deck presents some

context to our Work, helplng to Planned Jobs Planned innovation investment Planned capital
set the scene on the wider investment
Scottish economy and how it
compares with other nations
and regions.

Growth funding Planned export sales Estimated CO2 e savings

This will be supported through our 3 missions

Creating an internationally competitive Driving capital investment to deliver a Scaling Scotland's innovation strengths
energy transition industry in Scotland by step-change in Scotland’s productivity. into the high growth industries of the
2030 future.
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ECONOMIC PERFORMANCE DASHEOARD 2024

Scotland’s Economic Performance Z
Overview

Drive up levels of innovation, internationalisation and investment in Scotland, building a
While our 6 supporting measures help us to track our progress in fair, green and growing economy
meeting our ambition as an organisation, it is also important to Quartite 2 Quartile 3
consider the Scottish economy as a whole.
Employment Rate*  Income Inequality*

To do this we have tracked a number of economic indicators and oty Fair Work
compared them against other OECD/EU or UK Nation/Region. ractiees?
These indicators have then been quartile ranked and are S|
presented in the following slides. o

Funding* MNet Zero Actions
SE’s mission activity will help deliver performance improvements ank Lending o
across many of these indicators- most notably business SMEs
investment to drive productivity. Greanhouse Gas

Emissions*

Business R&D*
Overall Scotland’s economic performance has remained relatively Youth
constant over the last 10 years, with little change in our Unemployment?
performance when assessed against other comparator Total R&D*
geographies. Entrepreneurial

Activity*®
Quartile Performance Vs OECD/EU Countries or UK *Scottish Governmen t National Performance
Nations/Regions Framework/NSET/Innavation Strategy Indicator
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Top Quartile Rankings

Quartile Performance Vs OECD/EU Countries or UK *Scottish Government National Performance
Nations/Regions Framework/NSET/Innovation Strategy Indicator




Adult Qualifications

* Scotland ranks in the top quartile of all OECD nations for
qualification attainment, although evidence also shows that we
have a higher rate of graduates in non graduate jobs compared
with other UK regions.

* By occupational classification, almost 50% of Scotland’s
workforce are classified as Professional, Associated Professional
or Directors or Managers (classes 1-3) broadly in line with the
UK average but above many other regions.

e Scotland has a well recognised reputation for higher education
provision. The University of Edinburgh ranks 29t in the world
for 2025, with the University of Glasgow ranking 87th, and the

Universities of St Andrews and Aberdeen ranking in the top 250.
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https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/adhocs/2491onslocalgraduatesandnongraduatesemployedingraduateandnongraduaterolesbyukregion2023
https://www.timeshighereducation.com/world-university-rankings/latest/world-ranking
https://www.timeshighereducation.com/world-university-rankings/2024/world-ranking#!/length/100/locations/GBR/sort_by/rank/sort_order/asc/cols/stats
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Inward investors (from overseas or the rest of the UK) on average have Number of announced FDI projects in Scotland
higher productivity, pay higher wages and are more likely to invest in 160
R&D. Overall, inward investors employ around 685,000 workers directly 142
across Scotland. 140

Ernst & Young’s Attractiveness Survey reports Scotland as the second 120

19 122 16 122 126
107
most attractive nation and region in the UK (after London) for foreign 100 94 "
direct investment (FDI). 142 FDI projects were attracted in 2023 (14% of 79
all UK projects). Scotland’s top FDI sectors in 2023 were utility supply 80
followed by digital technology, business services and transport & 60
logistics. Three Scottish cities were in the UK top 10 for FDI projects — 20
Edinburgh (2"9), Glasgow (4th), Aberdeen (8th).
A highly qualified and cost-competitive workforce, the strength of local 20

business networks, and support from government and Enterprise 0
Agencies (including grants and investment/R&D incentives) are all key
success factors in attracting projects — and areas of strength for

Scotland. 4.5

4.0
Attracting and retaining highly skilled international talent, entrepreneurs 35 J

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Number of FDI Projects per 100k Population, 2023

and early-stage businesses can help create more scaling businesses in 3.0

Scotland. 2.5
2.0

1.5
1.0

0.5
The criteria that investors rank as most important are: 0.0

East -
|
Wales F

London

- Access to regional grants and incentives for investment R&D
* Availability and skills of the local workforce

Scotland

North East ||

West Midlands

North West [l

South West -

south East [}
East Midlands -

* Availability of business partners and suppliers
» Strength of business network locally

Northern Ireland -

Yorkshire and The
Humber

Top Quartile Quartile 2 Quartile 3 Bottom Quartile



https://www.gov.scot/publications/businesses-in-scotland-2024/
https://www.ey.com/en_uk/newsroom/2024/07/scotland-fdi-attracts-record-results
https://www.ey.com/en_uk/newsroom/2024/07/scotland-fdi-attracts-record-results

Higher Education Research and Development — # geottish
e Overall expenditure, and business expenditure on R&D is Higher Education R&D Expenditure performed in OECD

relatively high in Scotland - ranking in the second countries: As a percentage of GDP, 2022

quartile for OECD nations but our Higher Education R&D
expenditure ranks in the top quartile.

1.2%
1.0%

0.8%

e 86% of Scottish university research is deemed to have 0.6%
'‘outstanding' or 'very considerable' impact.

0.4%

e Around a third of Scotland’s businesses that have 0.2% I I I I I I I I
innovation co-operation partnerships are working with 0.0%
universities, government or public research institutes — a s2escEEssgcios st scseassogesip8ieey
. T o n = — o . Z 0 — o o S o = o — C
higher rate than for the UK as a whole. EST83cs SGePELESELof5LS00 22283 123852 4q90E
oo < ° o ] S = o = o
SONU) I gommggaz = O 5 o N m&%I @ 3
yd =)
. j 3 g < i3 0 °
e For Business Enterprise R&D (BERD), Scotland also ranks S5 z 3
in the second quartile of OECD countries. @
Top Quartile Quartile 2 Quartile 3 Bottom Quartile



https://www.gov.scot/publications/gross-expenditure-on-research-and-development-scotland-2022/
https://www.universities-scotland.ac.uk/bite-size-briefings/university-research-for-the-benefit-of-others-part-of-the-culture-of-higher-education/

Earnings and Living Wage

 Median Gross Weekly earnings have been consistently rising and
are above the UK average.

* Scotland performs well on living wage metrics with only 1% of
employees earning less than the living wage across the country in
2024 (and 89% earn above). Scotland has the highest proportion of
employees earning above the RLW level of all UK regions.

* The figure varies by geography within Scotland, with 23% of
employees in East Dunbartonshire earning less than the living wage
while just 7% of Edinburgh employees earned less.

* Median pay growth in Scotland has been gradually falling since
2023 but has generally remained above the inflation rate.
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Median Annual Earnings 2024 ®Scotland ®United Kingdom
UK: £37,430
Scotland: £38,286
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https://www.gov.scot/publications/annual-survey-of-hours-and-earnings-2024/
https://www.gov.scot/publications/annual-survey-of-hours-and-earnings-2024/
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/realtimeinformationstatisticsreferencetablenonseasonallyadjusted
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Number of Risk Funding Deals Z

Investment Deals per Total 10k Businesses (2023)

* In 2023, Scotland had 354 risk capital deals in 2023. Per 10k

70

businesses this is the best performing region outside London.
60
* The number of deals fell from 428 in 2023 (-17%) but this is in a 50
context of falling investment across the UK overall (down 15%). 40
30
* By region, deal numbers by region were: 20
NAEREREN -
» East of Scotland (156 deals and down 23% on 2022) 0 l l B
» West of Scotland (104 deals and down 6% on 2022) RN EYY > & & & & ® e S
> Tayside (49 deals and up 14% on 2022) \/o(\é & 0@("% ,&“7’ do}f’o @*e & 6\& Y\&‘& @@\Q’o S \@\'00
X N
> Aberdeen (25 deals and down 40% on 2022) M) S & & ,gs &
> Highlands and Islands (13 deals and down 46% on 2022) & ©N < &
» South of Scotland (7 deals and up 40%).

- Investment value (£ billions) =-e= Number of deals

* By sector:

* Technology and Engineering (171 deals and down 5% on 2022)
* Digital and IT (154 deals and down 23% on 2022)
* Business Services (151 deals and down 6% on 2022).

3,117

12.67

7.00

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023



https://www.scottish-enterprise.com/media/ti5nenib/investing-in-ambition-scotlands-risk-capital-market-benchmark-analysis-2023.pdf

Quartile 2 Rankings

Quartile 2

Employment Rate*
87
uﬂﬂnﬂ

Productivity*

vy

N4

Value of Risk
Funding*

PraN

I

Bank Lending to
SMEs

e

Exports (Overseas*

and UK)

Quartile Performance Vs OECD/EU Countries or UK
Nations/Regions

Business R&D*

@

Youth
Unemployment*

Greenhouse Gas
Emissions*

Total R&D*

Entrepreneurial
Activity*

*Scottish Government National Performance

Framework/NSET/Innovation Strategy Indicator
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Productivity

» Scotland’s productivity lags many other advanced economies,
ranking in the second quartile of OECD countries. This ranking has
been fairly consistent for a number of years. There are however
parts of the country and sectors that are more productive than
others.

* Higher business productivity can increase
international competitiveness and resilience, and allow businesses
to pay higher wages and create better jobs.

* Both the NIESR and The Productivity Institute have identified some
factors which may have contributed towards Scotland’s lower
productivity levels:

» Lower levels of capital accumulation

» A digital technology skills gap

* Lower rate of business start-ups

* Lower rate of adoption of technologies

« Lower proportion of businesses that export

* Less innovation stemming from new products and services

« Business investment in capital such as machinery and
equipment, buildings, ICT, research and development has been
chronically low

If Scotland’s productivity reached the OECD top quartile

(matching the U.S.), Scotland’s economy/GDP would be £24bn
bigger (+22%)

Scottish
Enterprise
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Productivity (GDP per Hours Worked, $), 2022
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https://niesr.ac.uk/wp-content/uploads/2022/09/investigating-factors-driving-scotlands-productivity-gap-international-countries-executive-summary.pdf
https://www.productivity.ac.uk/news/scotlands-productivity-challenge/#:~:text=A%20digital%20technology%20skills%20gap%2C%20low%20rate%20of,adoption%20is%20another%20area%20where%20Scotland%20lags%20behind.
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e Scotland has a highly skilled labour force, with high rates of Employment Rate (% of 15- 64 population), 2023
employment (74.2%) over a significant number of years. %
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In 2023 Scotland ranked 19th out of 39 in terms of Employment rate placing it in Quartile 2. To close the gap with Q1
Scotland would need to have almost 95k more in employment. The gap has widened compared with the previous year

and from 5 years previous.



https://www.gov.scot/publications/labour-market-trends-february-2025/
https://www.gov.scot/publications/labour-market-trends-february-2025/
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with Shetland, Orkney and East Renfrewshire having the lowest
unemployment rates while Glasgow and N Ayrshire have the

highest rates (and above the UK average).
Youth unemployment (15 to 24 years) also ranks in quartile 2.

Scotland’s total unemployment rate is low at 3.8% and ranks in
The rate of unemployment differs however across the country

the second quartile of OECD regions.

Unemployment


https://www.nomisweb.co.uk/customerrors/nodataset.asp
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Total and Business R&D Investment Z

GERD as a % of GDP 2022

 Total (General) investment in Research and Development (GERD) 6%
ranks in the second quartile of OECD nations. 5%

. ) 4%
* The estimate of GERD as a share of Gross Domestic Product (GDP) in

2022 was 2.58% for Scotland, compared to 2.77% for the UK as a 3%
whole. 2%
1%
* Scotland ranked 5th out of the 12 UK countries/regions for GERD as

a share of GDP. East of England had the highest GERD as a 0%

=
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percentage of GDP (5.96%) and Wales the lowest (1.87%). 503 BSSBESE SS§5590c8FspSSawyEs338gEg A
XHh20°253cslc oz NegEE50588P55 |2282100 5«
8(,),33 IS g""g _(%% 60“0122 ,; I ,jgé— 288
£ & 2 3 S 3 ©
[e]
* Business enterprise R&D (BERD) expenditure as a share of GDP was @
estimated to be 1.45% for Scotland in 2022, placing Scotland in the Top Quartile Quartile 2 Quartile 3 Bottom Quartile

second quartile of OECD nations and below the UK average (1.96%
for the UK as a whole.)

2022 BERD as % of GDP
6%
5%
4%
3%
2%
1%
0%

« BERD spend in Scotland accounted for 5.5% of total UK BERD
spend in 2022. Scotland ranked 9th out of the 12 UK
countries/regions in terms of BERD spend as a percentage of GDP.
East of England was highest, at 5.00%, and the North East was
lowest, at 1.02%.
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https://www.gov.scot/publications/gross-expenditure-on-research-and-development-scotland-2022/pages/expenditure-and-components-of-gerd/
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Value of risk capital deals as % of region/nation’s GVA
In 2023 there was a record £575m equity raised across 354 deals in 2023

Scotland down 41% from a peak in 2022 and similar to 2019 levels. 5
This is in the context of a UK market where deteriorating investor 20
sentiment also contributed to a fall in investment in 2023 of 38%. 1.5
The Scottish risk funding market was in the second quartile of UK 1.0
nations/regions for the value of deals, making it the next best 0.5 I
performing market after the ‘Golden Triangle’ (London, South-East 0.0 I . . B B B B B m =
& East of England) which dominates the UK market. 5 % % o - - % z - @ @ K
T 8 S8|8& § 8| ¢ 8| € 2 g
Scotland ranks in the second quartile of UK regions and nations for 3 £ < § i < E = - =
bank lending as a % of GDP. Sl s ©° 3| ¢ 2 = 2
2 ¥ g g
2 =
Top Quartile Quartile 2 Quartile 3 Bottom Quartile
Bank Lending as a % of GDP (2"d Half of 2023)
7.0

6.0
5.0

4.0
3.0
2.0
1.0
If Scotland’s value of Risk Funding deals matched the UK’s Top 0.0

quartile there would be need to be an additional £234m in & & & & FF S S %é‘b
o \Y \$
funding annually. R ST O R S S )
9 X < NS AN X 9 o
NS 0 <& 2



https://www.scottish-enterprise.com/media/ti5nenib/investing-in-ambition-scotlands-risk-capital-market-benchmark-analysis-2023.pdf
https://www.ukfinance.org.uk/data-and-research/data/sme-lending-within-uk-postcodes
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200 Exports as % of GDP 2023
° From the latest data, Scotland ranks in the bottom quartile for 150
international exports as a % of GDP. However, when exports to the |5,
rest of the UK are included, Scotland ranks in Quartile 2.
50 I I I I I I I I I I
e Scotland’s exports (to the rest of the UK and overseas) were o AALLARARRLAERANRL >!_!_I_!_!_I_I_I_I_&u_!_|_!_LI_L!_5
valued at £100bn in 2023. This represents an +6% increase from §E88E555cEsE2s 80 LgEse5 goseEEgsiinnt
2022 Es oD 2 R RES g CocEEENSg el S55%°285855h
. xTacfanriupnCe lw;g&’ 2 2 RS IN ®373
B 3 £ S T : 5 £
e Both international and Rest of the UK (rUK) exporting levels rose in 7 8 § = £ 7
2023, with international sales rising by 7% and UK sales by 5%. K 3
Q
(2}
e In 2023, 60% of Scotland’s exports were to the rUK and 40% to Top Quartile Ouartile 2 Quartile 3 Bottom Quartile
international markets.
Total Scottish Exports (£m)
e The EU remains our biggest export market (over 40% of 190.000
international exports) followed by the US (17%). ’ B Exports to the Rest of the UK EExports to the Rest of the World
100,000
*Data excludes oil and gas exports 80,000
60,000
40,000
In order for Scotland to achieve the Scottish Government’s 20,000
ambition of 25% of international exports contributing to GDP, we
would need to increase our exports by £9bn annually 0 oot om0



https://www.gov.scot/publications/gdp-quarterly-national-accounts-2024-q1/documents/
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Greenhouse Gas Emissions and Net

Zero Actions mivatons Par Captn (romes coze) T018

20
15

* Scotland’s Greenhouse Gas Emissions fell by 31% between 2008 10
and 2018, the largest decrease of all OECD countries bar Sweden. 5 I I I I I I I I I I I I I
« However, Scotland still lags over OECD countries in terms of S — N e N R N
. . o . e cgcHmgx S s ECS3Ec S8 S 5|2 585 5%
overall Emissions per Capita, ranking in the second quartile. g S EPS 28" S 2igS89S20cEESEDPESG L3S
, : , Gos2Ess gz Py lRgiodsd g tat
« Compared with other UK regions, Scotland also lags other areas in - < & 0o e 2
. . . 4
terms of the proportion of businesses that take actions to reduce % -
carbon emissions. Of those actions, businesses are most likely to: >
Top Quartile Quartile 2 Quartile 3 Bottom Quartile

 Switch to LED bulbs (46%)

* Adjust heating and cooling systems (43%) Actions have been taken by businesses to reduce its

69 carbon emissions by UK region (June 2024)

4%

* Businesses are less likely to take more labour intensive and costly 72%
changes such as Installing their own renewable electricity or 70%

* Installing charging points (30%).

68%
heating system (13%) or insulating buildings (13%). 66%
64%
62%
60%

-

Wales
South Wes
Humber

East Midlands
North West
North East
South East
Scotland

West Midlands

Northern Ireland _
London F

Yorkshire & the
East of England

Top Quartile Quartile 2 Quartile 3 Bottom Quartile



https://www.gov.scot/collections/environment-statistics/#scottishgreenhousegasemissions
https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/businessinsightsandimpactontheukeconomy

Quartile 3 Rankings

Quartile 3
L& &Y 1® N
Income Inequality* Sl et SRR Net Zero Actions
Practices* Businesses

Quartile Performance Vs OECD/EU Countries or UK
Nations/Regions

*Scottish Government National Performance
Framework/NSET/Innovation Strategy Indicator
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* Scotland ranks 19th out of 37 OECD countries in terms of income . .
inequality using the Palma ratio. This places it in the 3rd quartile. 3.5 Palma Ratio 3 year rolling average, 2019-22
3.0
* In 2020-23, the top ten percent of the population had 34% more .
income (before housing costs) than the bottom forty percent '
combined. This compares to 33% more income of the top ten 20
percent in 2007-10 and is now the period with the highest 1.5
income inequality in this time series as measured by the Palma 1.0
ratio. 05IIIIII|I||
0.0
* Income inequality has been fluctuating since the beginning of O EES DRIV A IR 2 U SR FLUVERS LT ILCEGL QT
this data collection in the mid-nineties The Palma measure has 2ImEgE £g gecss s £35S % R E R LR ER-Y = 825
increased in the last two years but it is yet unclear whether this 5 p@O " g= Tk 16O 5 82vT|g¢e gy 2 Egg” g
is the beginning of a new trend, or another fluctuation. g it = "2 E g
@ 5
* |t is estimated that 21% of Scotland's population (1,110,000 Top Quartile Quartile 2 Quartile 3 Bottom Quartile

people each year) were living in relative poverty after housing
costs in 2020-23. The proportion of people in relative poverty _ , . ,
after housing costs had been falling slightly between the late The Palma Ratio: It is the ratio of the richest 10% of the

nineties and the lowest point in this time series in 2009-12. After population's share of gross national income (GNI) divided by the
that, it started to rise again up until 2015-18, with a further rise poorest 40%'s share.

in 2019-22 to the current rate of 21%

For Scotland to match the top quartile of OECD countries in

terms of income inequality, the bottom 40% of earners would
need to earn £6,500 more per annum.



https://www.gov.scot/publications/small-business-survey-scotland-2023-2024/
https://data.gov.scot/poverty/

Exporting Businesses & geotish
p 2 Enterprise
The proportion of businesses in Scotland that export Exporters % of all businesses, 2022
internationally has gradually risen since 2017 (with the exception 160\ 148
of 2020), but lags many UK regions. Just 7.7% (13,300) sold o
internationally in 2022. ’ 4
12.0 1.0
15% of non-exporters have sold overseas in the past, or believe 10.0 102 102 9.9 9.6
that they may have goods and/or services suitable for exporting. 6.0 8.3 7.7 7.4 -
This suggests Scotland has around 24,000 potential exporters. 5o
Access to international networks, such as GlobalScot can be 4.0
important for exporting, for example through learning from the 20
experiences and knowledge of business peers. 0.0
Barriers to exporting include: S 3 g £ g g g 3 | g f
 access to in-market contacts, customers and networks g %25 e 2 < 5 = g g 5 £
 costs of accessing markets 5 & ° o ‘;._f 7 2 2
« lack of knowledge - g g =
» capacity (managerial time, staff skills). S
Top Quartile Quartile 2 Quartile 3 Bottom Quartile

If Scotland’s level of exports matched the UK’s Top quartile

there would be need to be an additional 6,000 exporters

annually. C



https://www.ons.gov.uk/businessindustryandtrade/business/businessservices/datasets/annualbusinesssurveyimportersandexportersregionalbreakdown
https://www.ons.gov.uk/businessindustryandtrade/business/businessservices/datasets/annualbusinesssurveyimportersandexportersregionalbreakdown
https://www.gov.scot/publications/small-business-survey-scotland-2023-2024/
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://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

Fair Work Practices 5F Scottish

» Effective Voice: In 2024, 19% of employees in Scotland said they have no
voice channel, vs 20% the previous year. 28% rated their managers as
good/very good in allowing employees influence over final decisions (25%
in 2023); 34% rated them poor or very poor (33% in 2023).

Performance 2024
Fair Work Element Compared to other Performance trend
economies

» Opportunity: 33% of employees in Scotland believe their job offers good
prospects for career advancement, while 52% feel their job offers good
opportunities to develop their skills. Despite this, there are issues
surrounding opportunities for certain groups. The April 2023 — March 2024
employment rate for minority ethnic groups was 59.4%, and for disabled
people it was 53.9% - both significantly lower than the average (74.2%).

Effective voice

Opportunity

* Security: In 2022, the UK had just 5.4% of the population in temporary
employment, vs the OECD average of 11.2%. For Scotland, 3.0% of people
(16+) in employment were on a zero-hour contract during April to June Security
2024 (vs UK's 3.1%), down from 4.5% the previous year.

* Fulfilment: The UK has a lower proportion of employees that are 'engaged'

in their work and workplace (10%), compared to globally (23%). 73% of Fulfilment
Scottish employees reported overall good job satisfaction in 2024 Vs 63%
in 2023.
Respect Maintaining

* Respect: In 2024, 25% of Scottish employees believe their work impacts
negatively or very negatively on their mental health with 25% reporting the
same for their physical health. These numbers have similarly stayed
consistent throughout the 4 'Working lives Scotland’ surveys.



https://www.cipd.org/uk/knowledge/reports/working-lives-scotland/
https://www.cipd.org/uk/knowledge/reports/working-lives-scotland/
https://www.cipd.org/uk/knowledge/reports/working-lives-scotland/
https://www.nomisweb.co.uk/query/select/getdatasetbytheme.asp?opt=3&theme=&subgrp=
https://www.oecd.org/en/data/indicators/temporary-employment.html?oecdcontrol-00b22b2429-var3=2022&oecdcontrol-38c744bfa4-var1=OAVG%7COECD%7CGBR
https://www.oecd.org/en/data/indicators/temporary-employment.html?oecdcontrol-00b22b2429-var3=2022&oecdcontrol-38c744bfa4-var1=OAVG%7COECD%7CGBR
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/emp17peopleinemploymentonzerohourscontracts
https://www.gallup.com/394373/indicator-employee-engagement.aspx
https://www.cipd.org/uk/knowledge/reports/working-lives-scotland/
https://www.cipd.org/globalassets/media/knowledge/knowledge-hub/reports/2024-pdfs/8625-good-work-index-2024-survey-report-1-web.pdf
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Net Zero Actions Z

* Scotland lags many other areas of the UK in terms of the proportion of
businesses that take actions to reduce carbon emissions (71% of
businesses with over 10 employees have adopted net zero actions Vs

Actions have been taken by businesses to reduce its
carbon emissions by UK region (June 2024)

73% in the top quartile of UK regions). 76%
74%

* Of those actions taken, businesses are most likely to take relatively 2%
‘easy’ changes —like- switching to LED bulbs (46%) rather than 70%

68%
66%
64%
62%
60%

adopting more labour intensive and costly changes like Installing their
own renewable electricity or heating system (13%).

* We also see differences among sectors- with Manufacturing,
Construction and Transport and Wholesale having the highest levels of
actions taken. And then by size- we see larger businesses adopting
more changes.

Wales
South West
Yorkshire & the
Humber
East Midlands
West Midlands
North West
North East
South East
Scotland

* For more information on Net Zero actions taken by businesses please
see the Economic Research and Insight Teams Spotlight.

|
i |
Northern Ireland || |G
London F

East of England

Top Quartile Quartile 2 Quartile 3 Bottom Quartile



https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/businessinsightsandimpactontheukeconomy
https://scotent.sharepoint.com/sites/Intranet/A-z/T-knowledge_exchange/SiteAssets/Pages/Research %26 Insight papers/Net Zero Update 2024.pdf
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Bottom Quartile Rankings 2

Quartile Performance Vs OECD/EU Countries or UK *Scottish Government National Performance

Nations/Regions Framework/NSET/Innovation Strategy Indicator




7z .
Innovation % Enceron
2 Enterprise
o Innovation performance has been mixed. In the most recent data we lag % of businesses (with 10+ employees) that were Innovation
in terms of business innovation — as the number of innovation active Active, 2020 - 2022
businesses compared with other UK nations and regions, ranks in the 50

bottom quartile. When we look at slightly older data that allows

comparison with the OECD we rank in the bottom quartile. 40

30

o Over 2020-2022 just 32% of Scottish businesses (with 10+ employees) 20
were ‘innovation active’, and just 26% were process innovators and 16%
product innovators.

10

o
East of England |
North East |

e The Innovation activity rate has been trending downwards since 2012- ks g s E E g g 5 s §
2014 (with a spike in 2018-2020 which could be in part attributed to 5 = 4 5 g 2 £ 2 3 =
businesses innovating and adapting to the Covid-19 pandemic) @ A =2| B z @ 2
highlighting that innovation is a consistent challenge within Scotland. E = . 2

Top Quartile 2nd Quartile 3rd Quartile Bottom Quartile

o However, the average share of business total turnover from innovation
in Scotland has improved since 2020, with 19% generated from
introducing new products to market in 2022.

Innovation active firms (as a % of all firms) 2018-2020

80
o And, compared to the UK as a whole, a higher proportion of Scotland’s 70
innovating SMEs collaborate with innovation assets such as universities 60
(837%) and/or government and public research centres (35%). This ig
suggests the challenge is not so much business engagement with 30
universities/research centres, but encouraging businesses to be 20
innovation active in the first place. 10 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ | | I
. . . . . . . 0 T L ERR2TIS L IIBTXTTOILHCEEQC T T gMIEg > >STSTEHC >08088d
. For wider innovation, the EU’s Regional Innovation Scoreboard highlights §582585FEE 8 REEE FER RN SRR F3E9 £3g5e E95225 %
that Scotland is a ‘Strong Innovator’ and just outside the top 30% of £Gg2su 3050280835 %Gu“ﬁgﬁgégg FRETs 27 S
regions for innovation performance. The Scoreboard highlights &% g kS § 3 %
Scotland’s innovation strengths and challenges: Strengths: skills, tertiary 8 5 5

education and university research. Challenges: sales of innovative
products, product innovation, design and trademark applications.

Top Quartile Quartile 2 Quartile 3 Bottom Quartile



https://www.gov.scot/publications/uk-innovation-survey-2023-results-for-scotland/pages/co-operation-arrangements/
https://www.gov.scot/publications/uk-innovation-survey-2023-results-for-scotland/pages/co-operation-arrangements/
https://www.gov.scot/publications/uk-innovation-survey-2023-results-for-scotland/pages/co-operation-arrangements/
https://ec.europa.eu/assets/rtd/ris/2023/ec_rtd_ris-regional-profiles-united-kingdom.pdf

Population Growth

* Population growth is an important driver of the economy when it
supplies a strong and skilled labour market.

* Scotland’s population has grown by 0.1% between 2018 and 2022-
lower than the rest of the UK and many other OECD countries.

* The population is forecast to continue growing across the forecast
period, reaching 5.8 million (from 5.4 million in 2022). Much of this
growth however is anticipated to come from inward immigration
rather than natural growth.

* The Scottish population is also projected to age over the coming
decades. The working age population accounted for 64.7% of all
people living in Scotland in mid-2022, but this is projected to
decline to 64.4% by mid-2047- despite increases in the state
pension age. The pensionable age population is also expected to
increase potentially putting pressure on public services.

Scottish
Enterprise
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Top Quartile Quartile 2 Quartile 3 Bottom Quartile
m Children = Working age m Pensionable age
2002 19.4%
2012 17.2%

2022 16.4%

2022-based projections

2027 15.2%

2032 14.4%

2037 14.1%

2042 14.1%

2047 14.0%

100%

o
ES

Percentage of the population



https://www.nrscotland.gov.uk/publications/projected-population-of-scotland-2022-based/

Number of businesses

Overall, we have a smaller business base (relative to population)
than most other nations/regions of the UK with 375 businesses per
10k population (compared with 489 across the UK), placing us in
the bottom quartile of GB regions.

The vast majority of Scottish businesses have less than 50
employees (98%) with 70% of businesses having no employees.
This is largely comparable with the rest of the UK although
Scotland has a slightly higher proportion of larger businesses.

In 2020, 56% of newly created Scottish businesses survived for 3
years, this is a higher survival rate than the UK average of 53%.

For Scotland to match the top quartile of GB regions for the number of

businesses would need to increase by 63,000 per annum (37%).
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https://www.gov.scot/publications/businesses-in-scotland-2024/
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/datasets/businessdemographyreferencetable
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Business Investment Z

e When we compare with OECD countries, Business Capital Business Investment as % of GDP (2023)
Investment as % of GDP ranks in the bottom quartile. -

e Capital investment by businesses as a proportion of GDP has
been consistently low for a number of years and Scotland
currently ranks fourth bottom when compared with OECD
countries; this is despite a clear link between capital investment
and productivity.

20
15

10

e Different factors are currently weighing on capital investment,
some of which are at the business level (e.g., shortage of internal
finance) and others at the wider economy level - for
example, rising interest rates.

UK
Italy

Korea
Netherlands

Switzerland
Spain
Germany

Latvia
United States

Ireland
Chile

Japan
Czechia
Sweden
Estonia
Belgium
Hungary
Austria

New Zealand
Denmark
Mexico
France
Portugal
Norway
Slovak Republic
Slovenia
Finland
Canada
Scotland
Poland
Luxembourg
Greece

e  Our Mission for Capital Investment is seeking to drive up
productivity by encouraging capital investment. The target is for
Scotland to reach the 37 Quartile of OECD nations- matching the
US. This would require an annual investment increase of £1.8bl. Top Quartile Quartile 2 Quartile 3

Lithuania

Bottom Quartile

For Scotland to reach the top quartile of OECD countries in terms of

Business Investment, we would need to increase investment by £13bn

per annum. C
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High Growth Businesses 7 Enterpr
2 Enterprise
e  High growth firms can be defined based on 3 different criteria: Proportion of businesses that achieve high growth
(scaling- based on employment definition, % of 10+
> growth in employees over 20% per annum over a 3 year period 6% employee businesses), 2022
» growth in turnover over 20% per annum over a 3 year period 5%
» growth in employees or turnover over 20% per annum over a 3
year period 4%
[¢)
. For all three definitions, Scotland ranks in the bottom of UK regions. For 3%
the employment definition, just 3.2% of businesses with over 10 2%
employees were high growth in 2022. o
(o}
0%
’9 (9 (\ O
(\6 ((/fzr $e \$e Q,’b‘ Q,’b é(\\‘ \$Q}.® \,00 \fzf\ RS
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o0 X P % 2
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O

For Scotland to reach the top performing UK region in terms of high

growth firms we would need an additional 139 companies per annum
(21%).




Management Practices

* Scotland has ranked in the bottom quartile for management
practices for the last few years. Ranking 11th in 2023. The gap
has worsened between 2020 and 2023.

*+ The management practices score captures four dimensions of
management:

» continuous improvement, or how businesses respond to
problems

> the use of key performance indicators (KPIs)

> the use of targets

» employment practices relating to promotion, training and
employee underperformance

For more information on management practices please see our
Management Practices Spotlight.
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Mean Management Practices Scores by UK Region, 2023
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https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/datasets/managementpracticescoresanddistributionsbyfirmcharacteristicsuk
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/datasets/managementpracticescoresanddistributionsbyfirmcharacteristicsuk
https://scotent.sharepoint.com/sites/Intranet/A-z/T-knowledge_exchange/SiteAssets/Pages/Research %26 Insight papers/Management Practices in the UK- Jan 2025.pdf
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towards Scotland’s economic performance
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Enterprise

As an organisation our ambition is to drive up levels of innovation, internationalisation and
investment in Scotland, building a fair, green and growing economy.

This slide pack provides a backdrop and context to inform progress and identify challenges. Our

missions approach can seek to improve our relative ranking in a number of ways- set out in the
following slides.




How the Missions Can Contribute
Towards Economic Performance

Mission for Energy Transition

funding and skill
expertize from
~7OFTEsin
2023 to 210
FTEs thc*

* Increased
partner
arganization
inputs

*  Increased
leverage of
resources from
private sector
and public sector
partners outside
Scotland

Existing SE Activity
*  Existing funding
and resources that
are currently
focused on gresn
Energy

* Estimate reflecting
ambition toincrease
our foous on MET/
proportion of SE
respurce

*  Account management

* Grants support

* R&D and SMART

*  Trade advisors

Innovation:

*  Improved access to innovation funding,
demand-led industriz| challenge
programmes, promation of
collaboration, promaotion of innovation
aszets and Energy Transition research

Investment:

* Attraction of private investment into
ET companies and projects;
Accelerating Investment in early-stage
ET

International:

* |Improved partnership warking,
additional resource in key markeats,
improved proposition development;
Facilitation of Hydrogen Export
opportunities

Supply Chain:

* ldentification of key supply chain
opportunity areas, Supplier excellence
programme, MET Expert Support, digital
platform for supply chain opportunities,
GE company creation support,
OEM/Developer engagement and

Infrastructure and Place:

* Additional Investment in harbours, ports,

and manufacturing facilities.

Capital Investment Expenditure:
company and Infrastructure

Growth Funding Raised:
debt and equity
Innovation Experditure:
company and equity

Inputs Activities Outputs Outcomes Economic impacts/Benefits
Rescurces required for ‘ Projects & Programme Themes & activity Immediate result of activities Changes ta companies/beneficaries Benefits at the economy level
dedivery
HNew Increased referral to/use of existing SE RED Expenditure: International Sales — selling internationally Carbon Impacts — Accelerate use of green energy as a fusl
* Additional Activity by Green Energy Companies, 2.g: company, academic and governmental competitive good/services

for transport, heating and industrial applications,
contributing to the improved air quality and reduced climate

Mew Products [manufactured in Scotland),
Processes or 5ervices

impacts

International recognition as a hub for
research, innovation and production of
green energy, driving talent attraction &
retention

Knowledge, skills, and leadership
Improwvemeants

Studies to identify apps and support access
to them

Accelerate development of market for
Green Energy

& simultaneoushy

Maximise supply from Scottish companies
o Scottish, UK and international markets

| Increased collaboration

| Place-based strategies

Mew Inward andfor expansion projects to
address gaps in supply chain

Research outputs in collaboration with
Scottish universities and international
partners

Port and manufacturing space: gaining
consent, investment and constructed in time
to accommodate Scottish MET projects

Scottish companies:

=producing, and eventually exporting, energy
from renewable sources

=supplying increasing amounts of remewable
energy to the national grid

Creation and safeguarding of quality jobs in the energy
transition sector and supply chain

Increased Employment in Energy Transition sectors

Increased International competitiveness & resilience of
Scottish Energy Transition Sector

Improved reputation of Scotland 2= a key player in the
energy transition sector

Under the "Strong Ambition'- which- we would hope to
achieve:

- 48,000 additional jobs would be createdtransitioned by
2024 in low carbon sectors, of these:

Sales from Innovation — companias
generating revenue from new
products/services

Increased breadth and depth of companies
supported (e.z. SE engages with ~1,000 new
Green Energy companies and provides maore
support and greater intensity to companies

Productivity Improvements

Mew Business Start Ups

Existing Companies diversify into green
markets

- 17,000 (35%) would be Operations and
Maintenance jobs

- 29,000 (54%) would be supply chain jobs,
associated with capital spending on domestic
prajects, where it is assumed that up to 47% of
capital expenditure can be secured by Scottish firms
as local content.
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ENVIRONMENTAL
IMPACTS
* Improved air quality
* Reduced climate
iImpacts

ECONOMIC IMPACTS
* Creation and
safeguarding of green
jobs
* Increased
international
competitiveness
* Improved reputation
* Increased exports
* Increased investment




How the Missions Can Contribute
Towards Economic Performance

Mission for Capital Investment

| Inputs

| | Projects & Activities

| == |

QOutcomes

||I!eneﬁts

Scottish Enterprise

*  Sraff time
*  Funding

Partners
Scottish Government,
SNIB, SFC, UK
Government, Innovate
UK, NMIS
*  Staff time
*  Funding

Private Sector
Companies, Banks,
Inwestors, Sovereign
Wealth funds, Private
Finamce

Leadership development — set radical
ambiation and compeliing organisations to
business transformation

Mew products processes or
services [manufactured |
exploited in Scotland)

Access to finance— increased
external finance to businesses

Attract & unlock business capital

understanding of market opportunities and
the suppant services available to them

Accelerate provision of busi

infrastructure — Atiracting maors
inwestment and accelerating the provision
«of stratepic industrial space

More investment in business
infrastructure — more business
space, connectivity,

underpinning economic assets

More pride in businesses —
owners showing off the latest
eqguipment & automation

Higher pay for staff — higher
wages and more rewarding
work

Sales from innovation —
companies generating revenus
from mew products/services

Local production — more
resilience to global supply
disruptions

Met Additional Employment 25
2 result of increased capital
investment

Inward investment — foreign
owned sites winning further
work due to higher
productivity levels &
investment in assets

Net Additional GVA as a result
of increasad capital

mestrmeEnt

Productivity improvements —
mare efficient and productive
businezses

Higher Profits for businesses

More supply chain
opportunities — due to more
competitive SMEs

Muore fair work companies —

values led businesses, equality,

environment, community

More resilient businesses —
better able to deal with shocks
and maximise opportunities

Improved leadership &
management — better
ambition & practice

N\
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ECONOMIC IMPACTS
Increased capital
investment
Leading to increased
productivity
Increased employment
Higher profitability
Increased innovation
Higher inward
investment
More fair work
companies
Increased exports




ow the Missions Can Contribute
owards Economic Performance

Mission for Scaling Innovation

Scaling Scotland’s innovation strengths and entrepreneurial ecosystem into the high growth industries of the future.
By targeting clusters forming around future industries, we will convert and scale innovation into growth and attract talent and investment. This will

Scaling

Innovation m

Mission

. seottiull
Logic - Staft time
Model = Funding

Partners:
February 2025 update | zcoaystem
partners, funding
partners,
universities,
incubators/
accelerators,
innovation places/
districts,
innovation assets
= Staff time

= Funding

Private sector

- Investment (FDI,
equity & VC
funding, debt
finance,
property
investment)

SE Performance Measure

| SIM SMART Objective |

Innovation Infrastructure:

* Growth Infrastructure
Programme

Scale-Up Company

Support

= Scale Up Programme

* Venture Builder
Programme

Funding & Investment

* Club Fund

* Integrated Innovation
Funding
Stratedic International
Investors Programme

With a focus on five
industries of the future,
each at different stages of
maturity :

Industrial Biotechnology
Fintech

Life Sciences (Human
Health)

Photonics, Quantum,
Radio & Semiconductors
Space

Outputs

Immediate result of activitias

Outcomes Benefits
changes to beneficiaries Benefits at the economy level

lead to a transformational increase in companies scaling up, creating high-value jobs and competing globally.

Projects & Act
3 core themes

New and improved business
infrastructure including accommodation
for future industries

— including within
EBEh |nduetr]r of the future

Growth of the company base in the
target industries: pipeline of start-
ups, spin-outs

= paying at
| Companies raise equity for the first time | m the rnal living wage

Capital
and public/facademic infrastructure

Innovation Expenditure:
company, academic and public sector

Increased sales [/ turnover
the five industries, sustaining
company growth

Scotland is seen as having
some of the most innovative
and fastest growing future
industries & clusters globally

Scotland is in the top quartile
for EERD among OECD
countries

Carbon Savings — carbon

reductions through innovation,

adoption of green technology,
reduction in waste, etc.

Partnerships and collaboration across
academia, businesses & public sector

Higher skilled workforce that meets
needs of expanding company base

| Research outputs & studies

More high value employment

Net Additional Employment
from company growth in the

five industries of the future

New products, services & technology
developed, commercialized &
manufactured in Scotland - including new
IP/patents

pi d leadership &
management — Detter practice to
facilitate growth

Improved supply chain
opportunities for businesses

More companies working towards net
zero and environmental aims

Meore fair work companies

Spillover benefits for other
industries of new technology and
innovation

More diversity in entrepreneurship
— women / under-represented
groups

A connected & agile innovation
ecosystem to support company
growth, with an effective network
of innovation districts & clusters

[ Net Additional GvA

| More profitable businesses

| Higher income tax take

7z )
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ECONOMIC IMPACTS
Increased investment
Increased exports
Increased employment
Increased innovation and
entrepreneurship
More fair work
companies
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