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Executive Summary

About the programme

The Start Up Loans programme offers  loans, alongside business support and mentoring , to
individuals across the UK looking to start a business or to develop a recently -established
business. Fromits launchin 2012 to May 2018, the programme had lent over £ 420 m, through

over 5 6,000 loans.

The programme is managed by the Start Up Loans Compa ny (SULCo), and funded by the
Department for Business, Energy and Industrial Strategy (BEIS). On 1st April 2017, SULCo
became a subsidiary of the British Business Bank.

The underlying case for  the programme is that banks and other mainstream finance provi ders

do not meet the demand for loans for start -up companies owing to the lack of collateral, credit

history and/or trading history amongst applicants, and the low margins associated with low

value loans. In addition, there can be barriers to accessing ap propriate external advice for

people looking to start a new business . Further, there is an equity argument, because

enterprise and self -employment canbe awaytoimprove i ndi vi dual s economic pt

The programme involves threeampl ncatagassuippiotitaltoéph
to develop a business plan; a personal loan to start -up/develop a business; and mentoring

support to help develop and grow the business. SULCo uses a network of Delivery Partners

to deliver the programme.

The ev aluation

SQW Ltd, working with BMG Research, was commissioned by the British Business Bank in

2014 to undertake  an evaluation of the programme . The main aim of the evaluation was to
assess the economic impact and value for money of the programme. In addit ion, the
evaluation was to assess the extent to which different degrees of take -up of the pre -
application and mentoring support affected business and individual outcomes , and the
characteristics of those individuals that benefited the most from the program me.

The evaluation of impact included  comparing the performance of a group of individuals that

had drawn down a Start Up Loan from June to December 2014 (the beneficiary group) to a

matched group of individuals also looking to or recently starting a busi ness that had not been
supported by the programme (the comparison group). This comparison was based on analysis
of data from survey s of the two groups. This analysis was completed for the first two years

of the evaluation  that reported in 2016 and 2017, and was planned for th is final vyear.
However, the lower -than -expected number of survey respondents amongst the comparison
group in Year 2 meant that a third wave of the survey of the comparison group was not
considered viable. The final year of the evaluatio n therefore comprised a third wave of the
survey with the existing beneficiary group (referred to in the report as the @014 Year 3
s a mp ) arigside evidence from a survey ofa newgroup ofbeneficiaries from the population
of individuals thathad drawn down aloan from January to June 2016 (referred to in the report

as t he soa2mpl)6e 6
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This Year 3 repor t sets out evidence on  the impact and value for money for both the
Year3sample 6 and t heampld@Th& assessments cannot be directly compa red, given
changes in the delivery of the programme leading to the characteristics of the two groups

being very different, and the different period of time that has occurred following support.

However, the evaluation has reviewed differences in the evidenc e for both cohorts, in order

to provide comment on how the benefits of the programme (and their distribution) and the

value for money have changed over the lifetime of the scheme.

Year 3 of the study also considered two further issues of interest to the Br itish Business Bank
that reflect changes in the policy and delivery landscape and the need for the evaluation to

help inform the future of the programme . The issues were: the extent to which outcomes
were different across different regions of the UK and ho w regional and local issues have
influenced delivery; and the needs and experience s of beneficiaries in accessing finance after
they have been supported by the progra mme .

Impact and value for money

10.

11.

12.

The evidence indicated that the programme has supported t he start -up and/ or early growth

of new businesses, and demonstrated additionality . The evidence in Year 3 was based on
&elf-reported ddata from beneficiaries and this needs to be treated with some caution as it
can be subject to bias. However, the finding s are consistent with the overall messages from

the evaluationin Yearsland?2 .

For boththe 2 014 Year 3sample and 2016 sample , nine in ten of those individuals surveyed

that had secured a loan for the programme to start -up a business subsequently went o nto
do so. The survey evidence suggested that more businesses have started up than would have

been the case if the programme had not existed, resulting in an increase in the number of

business starts across the UK . Around one in five of the individuals in the 2016 sample , and
one in four in the 2014 Year 3 sample that started -up a business following support would not

have started their business atall  without Start Up Loans. Timing effects were more common

Over one -half of individuals that started a busin ess following support in both cohorts indicat ed
that the ir business was started  more quickly as aresult of the programme.

The economic impacts of the businesses that have been started -up by beneficiaries (and those
that were already established, but whi ch the programme helped to develop) are significant .
The evaluation estimates that :

91 the approximately 11,000 loans drawn down over November 2013 -December 2014  (the
@014 cohort § will generate an additional Gross Value Added (GVA) for the UK economy
of £1 69m by 2019/20

1 the approximately 3,450 loans drawn down over January -June 2016 (the &016 cohort §
will generate a n additional GVA for the UK economy  of £85m by 2021/22.

For both the 2014 and 2016 cohort s, the benefits in terms of GVA are expected to be h igher
than the costs associate d with delive ring the programme (covering the lending and non -
lending costs ). The analysis is expressed in terms of Benefit Cost Ratios (BCRs), where the
economic benefits are compared to the costs of delivery; a BCR of 1.0 me ans that the benefits
and costs are the same, a BCR of more than 1.0 means that the benefits outweigh the costs.

6201
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13.

14.

15.

16.

17.

18.

The BCRs vary between the  samples and cohorts from around 3.0 to 3.7:1 for 2014, t0 5.7:1

for 2016. In estimating these BCRs, a number of as sumptions are taken. These, and the
potential variation, are discussed in the full report. Nevertheless, the results suggest positive

value for money, which is consistent with the evidence from the previous years of the
evaluation.

The BCRs for the 2014 a nd 2016 cohorts cannot be compared directly, owing to the changes

in the characteristics of the individuals and loans in the two populations . However, the data
suggest that the  value for money of the programme may be higher for the 2016 cohort ,
relative to the 2014 cohort , based on the data from the survey samples . The costs of the
programme have reduced due to a drive for operational efficiency that has reduced non -
lending costs , and dueto lower defaultrates . Onthe benefitsside,t herehasbeenan incre ase
in the size of companies started and developed , with the average turnover in the current year

higher for the 2016 = sample thanthe 2014 Year 3 sample .

Some of these changes between the 2014 and 2016 cohorts (and the survey samples in turn)
are partly re sults of the changing characteristics of entrepreneurs supported (e.g. due to
targeting or self -selection to take part) . The 2016 cohorthad older individuals securing loans,
fewer that were unemployed when they approached the programme, and higher value | oans.
These change s in the socio -economic characteristics of the individuals supported has
implications for the social and distributional contribution of the programme (which is not
reflected in the value for money model), and the extent to which these ind ividuals may have
been able to ac cess other sources of finance. The increases in efficiency in programme
processes, partly due to pushing costs of non -lending support down, may also have reduced

the ability for Delivery Partners to support groups requiring greater hand -holding and with
lower credit ratings.

Despite the increase in the size of the businesses started -up by supported individuals in the
2016 sample relative to the 2014 Year 3 sample , it is important to recognise that T at this
stage at least 1 the businesses are largely providing employment and an income for the

founder, rather  than supporting wider employment : around 60% of businesses reported
having noemployees (otherthanthe owner ) inboththe2014 Year3sample and 2016 sample
atthetime ofthe evaluation survey . The modest employment effects to date confirm that the
principal route to economic impact of the programme has been via the turnover  of the
businesses started -up.

Exploratory analysis sought to take ac count of distributional issu  es on programme value for
money , drawing on Treasury guidance on the use of income distributional weights. The value

for money analysis was re -run using distributional weights based on the income of
beneficiaries when they first considered starting up a bu siness, before thei r engagement with
the programme, for both the 2014 and 2016 cohorts. The analysis suggests the value for
money of the programme is higher once the pre -programme income of the beneficiary is
taken into account, across both cohorts, althou ghthe effectis more pronounced for the 2014
cohort (using data from Year 2 given sample sizes) , with a higher share of individuals in this
group in the lowest income bands

The income adjustment does not fully close the difference in BCRs between the co horts .
However, the exploratory analysis highlight s the economic and social value of the programme

in supporting O0less advantagedd individuals, as
value for money when the income distribution of beneficiarie s is considered.

part
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Employment and personal development outcomes

19. The Year 3 evaluation indicates that the programme has had a substantive effect on
perceptions of longer -term employability and employment prospects amongst its
beneficiaries . Notably, over thr  ee-quarters of individuals surveyed in both the 2014 Year 3
sample and 2016 sample reported that the programme had had a positive effect on their long -
term job prospects, with positive effects also reported by a majority in terms of skills, both
within and outside of business.

20. There was also evidence of transitions between unemployment and self -employment and
employment. In the 2016 sample , 17% of the total survey sample moved from unemployment
into employment, self -employment or a role as a proprietor/bu siness owner after their
engagement in the programme. Of those that moved specifically into self -employment,
approaching half reported that they would not now be in self -employment if they had not
been involved with the programme. However, it is noted that as the characteristics of
beneficiar ies have shifted over time, the potential for the programme to support individuals
out of unemployment may have reduced.

21. The pre-application support and mentoring was generally valued highly by those individuals
taking itupfromthe 2016 sample . There were self -reported benefits on skills and confidence.
However, overall participation in the mentori ng support offered by the programme appears
to have reduced over time. The evidence from Years 1 and 2 of the evaluation w as that
mentoring take -up was around 80% in the 2014 sample , though this had reducedto  around
55-60% in the 2016  sample .

22. This apparent shift may reflect the different characteristics of the 2016 sample relative to the
2014 sample , as older and mo re experienced individuals tended to be less likely to take up
mentoring. From the survey feedback and case study work, it was evident that the mentoring
offer to individuals has remained varied across the Delivery Partner network, and there have
been exam ples where Delivery Partners have drawn on the wider business support landscape
to provide advice and mentoring to beneficiaries (which may not translate into take -up of SUL
mentoring) . Two consistent messages across the evaluation period have been that a
significant minority of individuals did not understand the potential value of mentoring, and
that approaching 20% of individuals supported by the programme reported they had notbeen
offered mentoring support.

Characteristics of those who benefit the most from the programme

23. Econometric analysis was undertaken on the 2016 sample to identify if there were any
characteristics associated with individuals that had benefited the most from the programm e,
covering b oth business effects and those related to person al development. This analysis was
not completed for the 2014 Year 3 sample owing to the sample size.

24. The analysis indicated that the characteristics of those that benefited most varied dependent

on the nature of the outcome:

1 where the focus is on business outcomes (i.e. business survival, sales and employment),
the key characteristics associated statistically with positive benefits were busine sses with
multiple owners, and individual s with businesses that had some employees (compared to
beneficiaries opera ting businesses with no employees)
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25.

26.

1 where the focus is on individual personal development outcomes (notably job prospects,
and business and personal confidence), those individuals  with no previous business
experience, and those  that were unemployed at the  time of applying to the programme
were statistically positively associated with benef itting more from the programme

The findings on personal development outcomes are not unexpected, and reflect the 6distanc

travell edd by t hese i ndprogranine suppert. a sHowever, theseadndmetact
analysis does highlight the importance of the programme in generating different effects for
different groups, including personal development  effects for those that were unemployed,
which needs to be seen alongsid e the impact and value for money assessment which were
based on business outcomes only.

Two other points are noted from the econometric analysis of the 2016 sample : h igher levels
of self -reported additionality were associated with individuals aged 18 -30; and take -up of
higher levels of mentoring support (over six hours) was associated with more positive

outcomes in terms of business and personal confidence

Access to finance

27.

28.

29.

30.

The behaviours adopted by individuals supported by the programme were found t o be similar
to those of the wider population of micro enterprises. For example, most did not seek any
advice when they first identified an access to finance need, and they have commonly relied

on finance from friends and family to meet their financing nee ds.

However, the evaluation suggests a hi gher | evel of 6di scouraged
individuals supported by the programme than the wider business base. In both the 2014 Year

3 sample cohort and the 2016 sample , 16% of the individuals surveyed indicate d that they

had wanted to apply for external business finance in the last 12 months but did not do so,

owing to a range of factors including an expectation of rejection and not wan ting to take on
additional risk ; whilst care must be taken with comparisons given the different sample, this

compares to 2% of SMEs in the SME Finance Monitor (Q2 2017) that were identified as
6di scouraged. borrower sb

This apparent higher level of discouragement may reflect in part the maturity of the firms an d
the nature of the  businesses 1 over halfare sole traders, which may limit levels of willingness

to take onrisk . However, this may also limit the potential for the growth and sustainability of

the businesses if they are not accessing the finance they would need to grow.

The survey s indicated that there will be demand for finance from the Start Up Loans
population in the future. Between 40 and 50% of the individuals surveyed across the two
samples anticipated that they will need and apply for external finance in the next twelve
months.

Reflections on local and regional delivery

31.

Case studies of Delivery Partners  suggested that the ir role in the local/regional/devolved
business support landscapes has helped in delivering the Start Up Loans model, and in

delivering it efficie ntly. Whi | st Del i very Partners do not in the
in response to their contexts, the ability for local/regional delivery to align with other
interventions, particularly to generate referrals and raise the profile of the program me

amongst stakeholders  was found to be particularly important. Ho wever, some of this wider
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provision is supported by European funding, and so there is, at the time of writing, a degree
of uncertainty about what may replace this in the future.

32. The case stu dies also highlighted the potential importance of local knowledge and insight in

the successful delivery of the programme. The knowledg e of local Delivery Partners ha s
enabled them to  provide beneficiaries with relevant signposting that they may not have g ot
otherwise, and a sensitivity to local contexts, especially related to wider social challenges.

Delivery Partners also noted that local knowledge had helped in making better informed
decisions around loan assessments, leading potentially to lower rates o f default.

33. More broadly, the profile and reach of the programme has benefited from the fact that
Delivery Partners  were active in local and regional business support . In a number of cases
these mechanisms have enabled the programme to be communicated to awide range of other
organisations that can help to drive referrals and demand for support. So, whilst Delivery
Partners are not engaged in local networks specifically because of Start Up Loans, this
engagement does help to maximise the potential of the p rogramme to reach a wide base, and
raise its profile across adviser s and other business and professional services

Summary findings and implications

34. Drawing on the evidence from across the three years of the evaluation the following summary
findings and implications are identified at this final evaluation stage.

35. First, value for money, as assessed via turnover / GVA from start -up businesses
against the economic costs of running the programme, has improved overtime . This
is positive, and has been partly du e toincreased efficiencies in programme delivery and partly
reflective of the increase in average size of the businesses of individuals supported . However,
there appears to be a risk that this is at the expense of the social and distributional rationale
underpinning  Start Up Loans , with the characteristic s of individuals supported by the
programme in the 2016 cohort different to that in 2014 (and earlier). Going forward, clarity

on the objectives of the programme is required, and then operationally this ne eds to be
communicated from SULCo to Delivery Partners. If these continue to include social and equity
objectives, there is a need to address the current incentives for Delivery Partners . The focus
on driving down default rates, and support ing individual s with lower risk business ideas ,
should not mean that the type of individuals that the programme was also established to

support from the outset are no longer able to access support , i.e. those that are unemployed,
seeking modest sized loans, younger and fr om more deprived communities.

36. Second, despite its role as a core component of the programme, the offer, take -up
and delivery of mentoring appears to remain very varied across the programme . For
example, around one -fifth of individuals drawing down loans w ere not offered mentoring
support. The evidence from across the evaluation is clear that not all individuals supported
by the programme want mentoring support. However, it
consistently, and this does not appear to be h appening.

37. Third, there is evidence of a need to make further finance advice available to
beneficiaries after their award, for instance through 6aftercarebd advice
signposting . Many of those identifying a finance need have not sought finance advice, a nd
a significant minority of individuals supported by the programme (around 15% according to
the surveys) that required additional external finance following the Start Up Loan did not seek
it indicating a prevalence of 0di sanayube algeetdarisko or r owe |
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38.

aversion (which may be high owing to the nature of many of the businesses), and for these

businesses external finance may not be appropriate. This said, the proportion is higher than

expected, even accounting for the maturity of busine sses, and may be limiting the ir growth
potential and/or sustainability. The dat asid,oather not
the need to help stimulate demand and awareness on the demand -side to ensure that
beneficiaries are confident and able to access the finance they require following Start Up
Loans.

Fourth, there are benefits from a regional/local approach to delivery . These are hard to
qguantify, but have included the ability to align and cross -refer between Start  Up Loans and

otherlocaland regional provision, raising the profile of the programme in the business support
landscape, and having an understanding of local and regional markets. Whilst there are also

potential benefits from national providers (e.g. in terms of scale economies), the evaluation
suggest s the case remains for a provider mix that includes regional/local flexibility in the
delivery of the programme. One issue identified, however, was that more could be done to

avoid duplication, with limited joint -working identified at a |  ocal/regional level between
Delivery Partners operating in the same geographies and competition for clients between

national and local/regional players.
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Section 1: Introduction

SQW Ltd (SQW), working with BMG Research (BMG), was commissioned by the British Business
Bank in November 2014 to undertake a longitudinal evaluation of the Start Up Loans programme
(the programme) . This report isthe third and final  output of the evaluation .

About Start Up Loans

Start Up Loans was annoumepatdnsmall businessd 2Ysetting gubpsans for

a pilot in 2012/13. The programme was originally intended to target young people aged 18 -24
in England, offering  individuals aloan to start a business (or to develop abusiness that had been
trading for le ss than a year), alongside business support and advice. Lord Young drew on the
model for, and evidence underpinning, the Enterprise Programme that was delivered by The
Pr i nc e 6 sEvidence Bom the Trust indicated that demand outstripped supply for ent erprise
support of this type.

The underlying case for Start Up Loans was that banks and other mainstream finance providers

did not meet the demand for loans for start -up companies owing to the lack of collateral, credit
history and/or trading history amon gst applicants, and the low margins associated with low value

loans. In addition, there were barriersto finding and accessing appropriate external advice for
people looking to start a new business, and there was an equity argument, with enterprise and
self-employment seen as a way to improve the economic prospects for young people. The
programme was not intended to generate a commercial return for Government; rather it aimed

to generate economic value through addressing a failure in the market for access t o finance and
by encouraging entrepreneurship.

Delivery of the pilot began in earnest in September 2012, and from January 2013 the age cap

was raised to 30. In activity terms, the pilot was successful in meeting targets for loans with

over 2,700 loans app roved, at an average loan size of around £5,300. Subsequently, there have

been additional funding commitments, and Start Up Loans has been extended to all parts of the

UK. By May 2018, the programme had lent over £  420m, through over 56,000 loans, with an
average loan value of c¢. £7,500 over the period since launch .3 The average loan value has
increased overtime . Forexample, in 2016 the average loan value for the year was over £10 ,000.

For an individual loan recipient, the programme involves three sta ges: i ni-applecdtonépr e
supporté to help individuals to develop a business pl
business # with a fixed interest rate of 6% and a loan term of 1 -5 years ; and mentoring support

to help the individual entrepreneur t o develop and grow the business. The programme is funded

by the Department for Business, Energy and Industrial Strategy (BEIS).

1 The Year1and 2 report s are available here: http://british __-business -bank.co.uk/research/6827 -2/, https://british -
business -bank.co.uk/wp _-content/uploads/2017/10/SUL -Evaluation -Year-2-Report -Final - Report - October -2017.pdf

2 Lord Young (2012)  Make business your business: a report on small business start  -ups, London, p . 15.
3 Data provided by the B  ritish Business Bank in July 2018.

4 The loanis a personal loan  to the individual , not to the proposed business . The i ndividual remains responsible for
repayment of the loan irrespectiv. e of the performance of the business

10
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Operational delivery of the programme is managed by the Start Up Loans Company (SULCo0), a

subsidiary (from April 2017)  of the Br itish Business Bank. Programme support is delivered by a

network of Delivery Partners across the UK, ranging from local community finance institutions

through to major social enterprises and charities, which are responsible for the provision of pre -

applica tion support, loan assessment, and mentoring support. There have been changes in the

net work of Delivery Partners since the programmeds i ni
joining. A t March 2018 , there were 2 5 Delivery Partners involved in the programm e.

The evaluation

The evaluation was along -term research programme, which commenced in late -2014. Over the

course of the evaluation, thd iastewddy vh ase npcreo vwiacdeatdoan & rhee:
impacts of the programme. The overarching purpose  of the evaluation  was to provide a robust

assessment of the economic impact of Start Up Loans, whether the programme was targeted

effectively to maximise economic impact , and whether the economic return can be enhanced.

The evaluation ha d two core objecti ves:

I To assess the performance of the programme against its stated objectives and
intended outputs, outcomes and impacts, including the Gross Value Added (GVA)
contribution, businesses creation, growth and survival, the longer -term labour market
prospect s of individuals supported, and improvements in the ir skills and capacities.

9 To provide a robust assessment of the value for money of the programme, including
taking into account the additionality of the finance and outcomes generated, and
where possible ( and with appropriate caveats) assessing how value for money
compares to similar programmes elsewhere in the UK and more widely.

The evaluation also ha d three supplementary objectives:

I Toassessthevalue of pre -application support and mentoring, and the extent to which
the pre -application support and mentoring affect ed the outcomes for individuals
supported by the programme.

i To assess whether there were particular characteristics associated with those
individuals that benefit ed the most from the programme , including individual
characteristics (e.g. age, qualifications), business characteristics (e.g. business
sector), and support characteristics (e.g. the size of the loan).

1 To assess the links between the performance of businesses supported by the
program me and loan repayment, and whether mentoring ha d any effect on levels of
loan repayments .°

Drawing on the evidence,t  he evaluation was also required to  provide practical suggestions for
inform ing policy and delivery.

5 Note that the evaluation is not a formal assessment or audit of the programmebs performance in
repayment , and/or the management of its loan portfolio.

11
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To meet the objectives, the evaluation adopted a quasi -experimental approach. This involved
comparing the performance of a group of individuals that had drawn down a Start Up Loan from
June to December 2014  © (the beneficiary group) to a matched group of individuals also looking

to or recently s tarting a business that had not been supported by the programme (the
comparison group). This comparison was based on a longitudinal survey of the two groups, and

econometric analysis.  This analysis was completed for the first two years of the evaluation, a nd
planned for the final year. However, the achieved sample size in the survey for the comparison
group in Year 2 (n=334) , and the likely r esponse rate in Year 3 , meant that a third wave of the
survey of the comparison group was not considered viable. The final year of the evaluation
therefore include a third wave of surveys with the existing beneficiary group (referred to in the
report @614 tyéae3 sample § alongside evidence from a further set of beneficiaries that
had drawn down a loan from Januar y to June 2016 (referred t2016i n t he
samp). ed

The evidence from the 2016 sample reflect ed the fact that the programme ha d evolved and
matured significantly since 2014. Changesinclude d: the rationalisation of the number of Delivery

Part ners with only those Delivery Partners that have demonstrated the ability to deliver loans at

both volume and quality retained; improvements in the consistency, rigour and quality of

delivery processes including at the application stage (e.g. credit checks ), and the delivery of pre -
application and mentoring support; and a change in the management of the loan book. The
characteristics of the beneficiary cohort ha ve also evolved over time. The 2016 sample provide d
an opportunity to assess the ( early -stage) im pacts and value for money of the programme that
reflect ed more fully the current delivery model and approach

Complementing the quasi  -experimental approach in Years 1 and 2 , and the ongoing tracking
with beneficiaries in Year 3, the evaluation has also included feedback from Delivery Partners
via an online survey, and two waves of case study research centred on delivery by individual
Delivery Partners. Further detail on the methods is set out in Section 2.

Re -cap on the findings from the study so fa r

The Year 1 report provided an initial perspective on the emerging impacts of the programme,

with the Year 2 providing a more robust set of findings as the impacts became more evident

over time, notably related to effects on business performance and surv ival. The key findings
from the previous  years of the evaluation include d:

1 the programme has had a significant and positive effect on the start -up rate of its
beneficiaries, relative to the comparison group ; more businesses have started up
than would hav e been the case if the programme had not been delivered, resulting
in an increase in the number o f business starts across the UK

5 This period within the full November 2013 -Decembe r 2014 period that forms the population for the 2014 sample was

selected inYearl t o provide the most appropriate Obaselined data for the be
pre -application support will have been received in advance of the loan a pproval date. This period was subsequent to

when the programme became available for all UK residents (rather than age limited) ,and so there werenoi ssues with

respect to eligibility  impacting on the ability to compare results to the comparison group inthe Year 1 and Year 2

report.

12
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1 the programme appears to have had some positive effect s on business outcomes;
whilst not leading to a higher business surv ival rate, a positive and significant effect
was found in Year 2 in terms of whether beneficiaries had increase d their sales
and/or employment over the previous year compared tothe comparison group ( the
effects were restricted to whether a business had grown its sal es/ employment, not
the scale of growth)

1 programme value for money was estimated to be positive  ; the Benefit Cost Ratio
(comparing the Gross Value Added benefits of the programme to its costs ) was
estimated inbothY ear1land Year2tobe aroundthre e toone (excluding multiplier
effects ), based o epsoealtfedd data from the beneficiary g

1 programme mentoring has had positive effect s for some individual s and was
general ly well -regarded , but there was no statistical evidence that mentoring has
led to changesin business or personal development outcomes; this reflects that
mentoring delivery has varied across Delivery Partners, and there is a range of
factors that drive whether an individual seeks mentoring assistance , with  different
implications f or expected business and personal outcomes (e.g. those with less
experience and/or those whose businesses were struggling may have been more
likely to take up the mentoring assistance)

1 there was a relationship between  arrears and business survival , but the direction of
causality was not clear from the evidence ; those individuals with businesses in the
beneficiary group that were still tradi ng were less likely to be in arrears in Year 2,
but in part, this  was likely to reflect response bias (with individuals in arrears less
likely to have responded to the survey ).

Focus of the Year 3 report

The principal focus of this Year 3 report is on the two core objectives of the evaluation: to assess

the impact of the programme in terms of key business and individual o utcomes, and to provide

a final assessment of value for money. These assessments 2044cehort Bo{ hhahei §,
those beneficiaries that drew down a loan in 2014 , based on the Year 3 sample ) , and20x6he 6
cohort6 (t hat i s, thos e dbwdovenfaioaniin01b e s baset anthe 2016 sample ).

These assessments for the two group s are presented separately and cannot be directly

compared, given both changes in the delivery of the programme leading to the characteristics

of the two groups being very different (as discussed in Section 2), and the different  period of

time that has occurred following support. With the absence of a counterfactual in Year 3, the

evaluation has been reliant on assessing the intended benefits in the programme logic mode | by
collecting data on relevant outcome measures from individual beneficiaries in both the 2014 Year

3 sample and 2016 sample . This has also included self  -reported assessments of the role of the

programme in contributing to these outcomes.

The analysis for the 2016 sample also includes assessment in relation to the supplementary
objectives, and this also draws on the evidence from the qualitative case study research. The
sample size forthe 2014 Year 3 sample prevents an assessmentf or the firsttwo supple mentary
objectives .
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Year3 ofthestudy alsoinclude d two further objectives for the evaluation identified by the British
Business Bank . These reflect ed changes in the policy and delivery landscape and the need for
the evaluationto  help inform the futur e of the programme . The objectives were

1 to assess the extent to which outcomes were different across different regions of the
UK, and any implications of this for programme delivery in the future

1 to assess the access to finance needs and experience of b eneficiaries after they
have been supported by the programme, including the extent to which individuals
have sought and secured follow  -on funding, and any implications for the programme
offer in the future

Given sample sizes of the surveys, the regional a nalysis is covered by the 2016 cohort only
alongside the evidence from the qualitative research . Access to finance is considered for both
groups. Table 1 -1 provides a summary of the focus of the Year 3 report across the two groups

and the evaluation object  ives.

Table 1 -1: Coverage of the Year 3 evaluation
2014 2016

cohort cohort

Core objectives
Impact assessment \% \%
Valuefor money assessment \% \%

Supplementary objectives
Assessment of thealue of preapplication support/mentoring; whéter pre

application support/mentoringffect outcomes for individals v v
Assessment ahe characteristicshat are associated with individuals that U v
benefit the most from the programme

Assessment of links between the performance of businesses apayment; U v
and whether mentoring has any effect on levels of loan repayments

Year 3 researchbjectives

Assessment of regional variation in evidence U \Y
Assessment of access to finance issues-pozgramme \% \%

Note that, for clarity, through out t he report 6cohorté refers to the
drawing down loans in November 2013 -December 2014 (2014 cohort) and January -June 2016

(2016 cohort) respectively, and O6sampled refers to t
2016 cohorts.

Structure

The remainder of this report is structured as follows

1 Section 2 sets out the research methods in more detail

14
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1 Sections 3 and 4 set out the findings on the core evaluation objectives relating to
impact and value for money forthe 2014 cohort and 2016 cohort respectively

1 Sections 5 and 6 set out the evidence and findings on the supplementary and Year 3
research objectives forthe 2014 cohort and 2016 cohort respectively based
principally on the survey evidence

1 Section 7 presents findings , drawi ng on econometric analysis o f the 2016 cohort
survey data , on characteristics associated with those who have benefited the most

1 Section 8 summarises the evidence on local / regional delivery from the case studies

1 Section 9 provides the overall conclusions of the evaluation and implications for the
programme in the future.

Three Annexes are attached: Annex A presents the detailed findings from the econometric
analysis; Annex B presents the detailed findings from the i ncome distribution analysis  ; and
Annex C provides a summary of the range of BCR findings presented in the main report
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Section 2: Research methods

Coverage

This section includes an overvie w of the primary research for the 2014 and 2016 cohort s,
including their  characteristics ;the approachto qualitative research; and the analytical approach,
including limitations ~ and implications for the interpretation of findings.

Primary research

2014 cohort

Background to the approach

As noted in Section 1, the evaluation sought to adopt a quasi -experimenta | approach that

compared (via econometric analysis) the performance of a group of individuals that had been

supported by the programme (beneficiaries) with a comparison group of similar individuals that

had not (non -beneficiaries) . In Year 1 of the evaluat ion, surveys were completed with

approximately 1,000 individuals that had been supported, and 575 that had not.  These groups

were then re -contacted for the Year 2 evaluation (excluding those that did not wish to be re -

contacted), with 330 beneficiariesand 222non -benef i ci ari es, withupbsabsebfhee

non - beneficiary group securing a further 112 interviews, providing a comparison group in Year
2 of 334 individuals.

In both Year 1 and Year 2, the survey data from the two groups was used as the ba sis for
econometric analysis T using a two -step Heckman approach 7 i that sought to evidence the
causality of the programme on relevant outcomes i.e. that Start Up Loans has - orhasnot - led
to a particular outcome. This econometric analysis was complemen ted by analysis on the effects

of the programme  based on primary evidence provided by beneficiaries in the survey , known as
Oserlefported anal ysi sod.

As discussed in Section 1, given the sample size remaining for the comparison group following
Year 2 and what could reasonably be expected in terms of response rates if they were re -
contacted again , it was agreed with the British Business Bank that it would not be proportionate

to seek to gather a third year of data for the comparison group. The key factor he re was
consideration of the potential sample sizes required to generate results wi th sufficient statistical
power. With expected sample size s of around or just over 100 expected for each group
(dependent on response rates), the ability of the econometric analysis to find statistically robust
evidence on any variation between the groups was regarded tobe very limited. Therefore, itwas
agreed that the approach for Year 3 would be based on the self -reported analysis only, drawing

on evidence from a third wav e of surveys with beneficiaries, complemented by research with a

2016 cohort of beneficiaries  (discussed below).

7 For details of the method see pp. 23 -26 and Annex A of the  Year 2 report here: https:// _british -business -
bank.co.uk/wp -content/uploads/2017/10/SUL -Evaluation -Year-2-Report -Final -Report -October -2017.pdf
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Survey sample

Ofthe 330 completionsin Year2 , 236 stated that they would be willing to participate in another

survey in the future . The 236 therefore provided the sampling frame for the Y ear 3 survey that
were con tacted by BMG Research over a 10  -week period from  mid -November 2017 to mid -
January 2018 . Surveys were completed with 107 bene ficiaries, a response rate of 45 %, providin g
a survey samp le for the Year 3  analysis of 107 (the 2014 Year 3 sample ). The implications of
the sample size forthe  analysis are discussed below .

As shown in Table 2-1, the characteristics of the 2014 Year 3 sample are different to both the
original beneficiary survey sample from Year 1 (and Year 2) of the evaluation (from which the

2014 Year 3 sample is a sub -set of those that have been surveyed in each year), and the wider

2014 cohort, that is the 11,000 individuals that drew down loans over the November 2013 to
December 2014 period. = Those available and willing to be interviewed in Year 3 were biased
(relative to the population and the earlier years of research) towards older recipients, those
formerly in employment, and those that had drawn down larger loans .

Table 2-1: Characteristics of the 2014 cohort vs previous years and the evaluation population
2014 cohort 2014 Year 1 2014 Year 2 2014 Year 3

(n=11,001) sample(n=957) sample(n=323) sample(n=104)

Gender

Male 61% 61% 62% 64%

Female 39% 39% 38% 36%

Age group (at application)

18-30 46% 44% 36% 30%

Over 30 54% 56% 64% 70%

Loan value group

Up to 3k 21% 21% 19% 12%

3k to 8k 54% 54% 51% 58%

Over 8k 25% 25% 30% 31%

Average loan value

Average loan value £6,318 £6,868 £7,529 £8,170

Employment status at application (SUL CRM)

Unemployed 36% 38% 34% 28%

Selfemployed 27% 27% 32% 33%

Employed (FT+PT) 32% 31% 32% 38%

Other 5% 4% 2% 2%
Source: SULCo monitoring data, and evaluation surveys Year s1-3

The characteristics of the 2014 Year 3 sam ple has implications for the analysis, and the extent

to which the findings can be regarded as representative of the wider population of individuals

supported by the programme. For example , the self-reported evidence in Y ear 2 found that
individual s with larger loans and that were older  were associated with higher levels of net
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turnover in the businesses they had started -up relative to those with lower value loans and that
were younger . Therefore, a survey sample that is over -represented relative to the pop ulation in
terms of larger loan values and older beneficiaries, may over -estimate programme effects.

Two other points are noted regarding the characteristics of the 2014 Year 3 sample . First, the
proportion of individuals that had previous experience of owning /managing a business was
significant ly higher (at the 5% level ) inthe 2014 Year 3 sample thanin the 2014 Year 1 sample
at 37% and 27% respectively .8 This suggest s that the 2014 Year 3 sample  were more
experienced in owning and running a business th an the original survey samplein Year 1, which
may have implications for the performance of the businesses.

The sector mix of the businesses that  survey respondents  have started -up, or planto start -up,
has shifted over the three years of the tracking survey , with anincrease d proportionin business/
professional/scientific  services , and a lower proportion in wholesale/retail/transport/
accommodation in the 2014 Year 3 sample relative to Year 1 sample (see Table 2 -2). The self -
reported analysis in Year 2 found manufacturing firm s and those in  wholesale/retail/transport/
accommodation appear ed to have experienced atthatpoint 6bett er 6 t ur nharvteose ef f ect
in other sector groups, and there was some c¢ orroborating evidence from the econometric
analys iswhere i ndividuals with businesses in the wholesale, retail, transport and accommodation

sectors were more likely to increase employment. These findings may have reflect ed timescales
associated with business growth, with retail, accommodation and food bu sinesses potentially
able to reach t he market and grow more quickly than those in professional services. The
implications for the analysis are therefore not straightforward , and the sample sizes  in Year 3
mean that it is not possible to present robust data on outcomes by sector to test further the
findings from Year 2 . However, the apparent shift in the sector profile of the survey sample

needs to be recognise d as a possible factor when comparing the Year 3 survey findings to data

from previous years of the evaluation. °

Table 2 -2: Sector mix of businesses started -up/planned by individuals in 2014 Years 1/3 samples
2014Year 1 2014Year 3
sample(n=971) sample(n=106)
Sector: SIC-€Y & LINR Y I NBE k LINR RdzO{ A 15% 19%
Sector:SICG G ¢ K2 %Ak &k SNNE a LI2 NI 31% 24%
Sector:SIGH G odzAAYySadak LINRTFSaan: 31% 37%
Sector:SICOY G LIzt AO FRYAYA&(N 22% 21%

Source: Evaluation surveys Year 1 and 3

The characteristics of the 2014 Year 3 sa mple suggest some 6r esponse biasbé, whi ch
evident in the Year 2 evaluation. Quantifying the exact level of response bias is not possible: we
do not know how those individuals surveyed in Years 1 and 2 who did not participate in the

8 Note there was no significant variation in the proportion of individuals starting -up a business alone (rather than with
others) with others ~ between Year 1 and Year 3, in both cases around 70% were the sole owner of the business that

had (or planned to be) started -up.

9 Note that intended business sector was not collected in the monitoring data meaning that a population -level
breakdown is not  possible.
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subsequent surve y have perform ed in terms of the development of their business, or their own

wider personal development. Further, the small number of individuals that refused to participate

from the sample frame of contacts (n=21) means that it is not possible to identify any trends
related to business performance that may suggest systematic response bias.

However, the proportion of individuals in the 2014 Year 3 sample that were in arrears in March
2017, at 20%, was significantly lower than the average for the 2014 coho rt asawhole, at47%. 1°
Whilst this is not unexpected T we may expect that individuals in arrears would be less | ikely to
respond to a survey related to the programme , and this difference was also evident in previous

years of the survey 1 this has implicat ions for the analysis . Notably, the evidence from the

econometric analysisin Year 2 point ed to arelationship between the level of arrears and business
survival, with those individuals with businesses still trading less likely to be in arrears

Taken to gether, giventhe 2014 Year 3 sample has continued to diverge from the overall 2014
cohort interms of individual, loan and business characteristics, and the variance in the arrears
rate, the evaluation needs to be cautious in scaling -up theresultsfromt he sample to the wider
cohort. We have sought to address this issue in part by weighting the scaling -up of the results
by arrears status, and using sensitivity analysis by considering average business survival rates

(see Section 3 for more details) . Howeve r, these adjustments cannot account full y for the effects
of the very different characteristics of the 2014 Year 3 sample to the full 2014 cohort , including
the interrelated issues of age, loan value and background.

2016 cohort

The 2016 cohort isthe c¢.3,450 individuals that drew down a Start Up Loan between January and
June 2016, with 3, 209 usable contacts available . The 3,209 contacts provided the sampling
frame for the survey that w as contacted by BMG Research over a 10 -week period from  mid -
Novembe r 2017 to mid -January 2018 . Surveys were completed with 602 beneficiaries, a
response rate of 22 %, providin g a survey sample for the analysisof 6 02 ( 206G sample 6.)
The implications of the sample size for the analysis are discussed below . No formalta rgets were
established, however, the survey sought to be representative  of the regional split of loans. As
setoutin Table 2-3,the 2016 sample was generally well -matched to the population in terms of

the spatial distribution of loans/respondents, althoug h the North of England was slightly

underrepresented in the survey (17% compared to 21% of the population).

Table 2-3: Regional split of 2016 cohort population and survey  sample

2016 cohort(n=3543) 2016 samplgn=601)

South of England 14% 12%
North of England 21% 17%
London 15% 18%
Midlands 25% 25%
Devolved Admin 25% 27%
Source: SULCo monitoring data, and evaluation survey Year 3
10 comparison s to the previous waves of the survey are not appropriate as the arrears rate changes over time.
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The characteristics of the 2016 sample to the population on a range of other factors are set out

in Table2 -4. The surve y sampleiswell matched acrossmost characteristics , although the survey
sample is weighted slightly to male rather than female beneficiaries T with women accounting
for 40% of all loans drawn down over this period I and older individuals. The split by lo an value
and employment status prior to approaching the programme is consistent.

Table 2 -4: Characteristics of the 2016 cohort compared to population (Jan -June 2016)

2016 cohort(n=3543) 2016 samplgn=601)

Gender

Male 60% 64%
Female 40% 36%
Age goup (at application)

18-30 40% 35%
Over 30 60% 65%
Loan value group

Up to 3k 14% 14%
3k to 8k 35% 35%
Over 8k 51% 51%
Average loan value

Average loan value 10,390 10,625
Employment status at application (SUL CRN

Unemployed 25% 26%
Sef-employed 37% 35%
Employed (FT+PT) 35% 36%
Other 2% 2%

Source: SULCo monitoring data, and evaluation survey Year 3

The data indicate that the 2016 sample is well -matched to the  wider full 2016 cohort in terms
of individual and loan characteristics. How ever, similar to the data related to the 2014 cohort
and survey sample ,the 2016 sample had a lower proportion of individuals in arrears in March
2017 with their loans, at 12%, compared to the 2016 cohort as a whole , at 20%. This may
suggest those individu  als that have had better experience with their loan and business are more

likely to have responded to the survey. This will need to be taken into account in scaling -up the
findings to the population.

The two populations

Whilst the two  survey samples (i.e. the 2014 Year 3 sample, and the 2016 sample) are not
compared directly in the analysis, it is also worth highlighting that the two populations  (from
which the surveys are drawn) are substantially different, with change s in the characteristics  of
individual s suppor ted by the programme over time. F or example, over a third (36%) of the
individuals in the 2014 cohort (that drew down a loan over November 2013 -December 2014 )
were unemployed when they first engaged with the programme , compared to a quarter (25%)
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of th e 2016 cohort (that drew down a loan

average older than the

This change is also reflected in the
two -thirds between the two
the loans within the two

of loans over £20,000 in the 2016

Figure 2-1: Distribution of loan values for the
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The spatial distribution of loans is also different between the two cohorts
in the South of England was five percentage points higher in
accoun ting for a quarter of all loans in the later period.

accounted for by individuals based
the 2016 cohort than the 2014 cohort,

By contrast, the proportion of loans accounted for by individuals in the North of England and

Midlands decreased.

Table 2 -5: Spatial distribution of loans for the
June 2016 populations

2014 cohort

Devolved Admin
London
Midlands

North of England
South of England

Source: SULCo monitoring data
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The key implication of these changesinthe  characteristics and locations o findividuals , and the
loans they draw down , over time is that it should not be unexpected if the findings on impact
and value for money of the programme are different , emphasising that the two cannot be
compared directly . Note that it is not within the remit of the evaluation to review or comment

on the factors and drivers underpinning this apparent change in the characteristics of programme
bene ficiar ies. However, in some cases the potential implications of this change have b een
identified in the qualitative research, and this is reported where relevant.

Quialitative research

The Year 3 evaluation involved two strands of qualitative research: Delivery Partner case  studies,
and an online survey of all existing Delivery Part ner survey s.

The Delivery Partner case studies focused on the delivery of the programme by eight Delivery
Partners in different local areas, regions and the devolved administrations across the UK. The
purpose of the case study research was to provide qual itative evidence on

1 howthe programme  was delivered in particular areas, including how this align  ed with
other economic development activity in these areas

1 the outcomes and impacts  from the programme for its beneficiaries, to comple ment
the quantitative  data from survey research  with beneficiaries, i.e. how and why the
programme has (or  has not) had an effect on beneficiaries

1 the outcomes and impacts  from the programme on particular local areas/regions

1 case examples of individuals that have been engaged with the Delive ry Partner ;these
examples were notintended to be representative, rather to provide qualitative insight
into the experiences  of individuals that have been supported by the  programme

The Delivery Partners, and the ir spatial focus , are seto utbelow. Each case study involved a site -
visit to the Delivery Partner and interviews with managers responsible for Start Up Loans and
individuals responsible for delivering pre -application support and mentoring support. Where
possible, the case study als o included qualitative interviews with a number of beneficiaries

Table 2 -6: Focus of the Delivery Partner case studies

Delivery Partner Spatial area covered by Delivery Partner
Transmit Starup North East England
First Enterprise East Midlands
DSL Bsiness Finance Scotland
Antur Teifi Wales(Powys, Ceredigion, Carmarthenshire, Pembrokeshire amthN
Wales)
[ SGQ&a 52 . dzi 7 South East of England (particularly Sussex, Kent, Surrey and Essex)
SWIG Finance South West of England

Business Fance Solutions  Greater Manchester
Acorn Yorkshire and Lincolnshire
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The case study evidence has been used in three ways. First, each case study has been written -

up to a standard format as a formal output. Second, the findings from the eight case studie s
regarding local and regional delivery have been synthesised to inform Section 7 of the report.
Third, the wider messages have been used to complement the findings from the quantitative
evidence throughout the report; the case study evidence has been used alongside the evidence
fromthe 2016 cohort , to reflect the greater consistency in the time perio d covered.

It is important to note that the case study evidence was not intended to be representative of the

delivery of the programme as a whole across the 25 Delivery Partners. As noted throughout the
evaluation, although there is consistency in the overall delivery model (pre -application support ,
loan, mentoring), there is considerable variation in how the programme is delivered practically

by individual D elivery Partner s within this framework. Further, the case study research for Year

3 was targeted explicitly on Delivery Partners with a local or regional focus, rather than those
organisation s that deliver the programme across the UK, reflecting the researc h questions
around alignment with, and contribution to, local and regional economic development

This focused approach to the case studies was complemented by an online survey of all Delivery

Partners (24) that were delivering the programme at the time o f the evaluation research in Year

3. This was the third wave of engagement with Delivery Partners via an online survey, with the

survey distributed to all Delivery Partners in March 2018. The online survey in Year 3 focused
on gathering qualitative and det ailed feedback from Delivery Partners on the ir perspectives on
the delivery and outcomes of Start Up Loans, spatial variation, and any ways that it could be
improved. Responses were received from 14 Delivery Partners (a response rate of 58%). The
evidence from the online survey has been used throughout the report where relevant to
complement the quantitative data and evidence fromthe case studies.

Approach to analysis in Year 3
Impact and  Value for Money
The evidence from the survey s ofthe 2014 Year 3 sa mple and the 2016 sample was used as the

basis of the assessment of programme impact and value for money. The focus for the impact
and value formoney  wasonthe turnover contribution of the businesses started - up by individuals

supported by the programme, converted to Gross Value added (GVA). This GVA was then
compared to the costs of delivering the programme to assess value for money (in terms of
Benefit Cost Ratios, or BCRs) . The same approach was applied for bo th samples, with

adjustments made to the tim e-period of impact and the assumptions in the analysis to account
for the differences  between thetwo samples (set outin Sections 3 and 4 respectively).

This approach involve d converting the 6égrossd effect provided o
achieved and expected) to a O6netd effect, t &dmithe gupportett 0 ac c o U
individuals on what would have happened without support from the programme (deadweight),

and other key factors such as the extent to which firms supported by the programme may have

taken market share away from existing non -supported firms (displacement). To account for the

inherent uncertainty in responses, especially with respect to future potential effects, the analysis

has accounted for optimism bias.
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Despite the incorporati  on of optimism bias into the analysis it is important to recognise the
weaknesses in th is approach that relie d o n self-reported data 0 . The appraarch rel
individuals being able to answer hypothetical questions in relation to a counterfactual situation

(i.e. what they would have done and what their business would have achieved without the

programme). However, a conservative approach has been taken to incorporate survey responses

into the value for money assessment. Note that the evidence from the Year 1 report on o6fina
additionalityd (that is whether beneficiaries believed
finance from other sources if a Start Up Loan had not been provided) has again been used in the

value for money model that has informed this report for the 2014 Year 3 sample . These data,

drawn from a survey completed in early 2015 (within a year of when beneficiaries in the 2014

cohort drew down their loan) were regarded as more robust than data from approaching three

yearsoninlate 2017/ea  rly2018 (whenthere may have been challenges associated with memory
recall).

The impact and value for money analysis on the 2014 Year 3 sample and the 2016 sample

generated a range of BCRs . Thisincluded BCRs for both Economic Costs and Exchequer Cost S
for each sample, adjusted and unadjusted BCRs (reflecting different adjustments for the two
samples), and BCRs for the wider cohorts (by scaling -up the findings from the survey to the
populations). BCRs were also estimated based on distributional effects by taking into account
the income distribution of beneficiaries. Across this range, we have focused our reporting
particularly on the adjusted Economic Costs BCRs (which takes into account finance additionality,

and the variation between the sample and th e wider populations).

Given the wide range of BCRs generated from the analysis (see Annex C for a summary), which
has included adjusted and unadjusted estimates, and the well -evidenced nature of the key data
and assumptions that has underpinned the analys is, f urther sensitivity analysis has not been
undertaken. The key driver of the estimates of impact, and subsequent BCRs, is the turnover

data provided directly by beneficiaries in the survey. Other key assumptions used in the analysis
include the default  rate , which is based on BBB analysis of actual loan book data, optimism bias
on expected effects (which has been tested against earlier evidence, see p33), and the turnover
to GVA ratio which is based on ONS data.

Wider effects

Consistent with the approach agreed for the evaluation, the value for money assessment does
not include monetising benefits such a s moving people into employment , or wider effects such
as improved con fidence or skills. However, the analysis includes an assessment of the
contribution  of the programme in terms of employment and wider effects, forthe 2014 Year 3
sample and 2016 sample respectively, including :

1 analysis of the 6employment transitionsd experien
programme, including the employment status of individuals before and after their
engagement with the programme, and their view on the extent to which they would
be self -employed or employed without the programme

1 analysis of the self -reported effects of the programme on wider employability factors
and issues, i ncl udngnem  jobrpebspecis d wardIcanfidente
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The self -reported effects on the value of pre -application support and mentoring is also set out
forthe 2016 sample (this was covered for the 2014 sample in previous years).

Analy sis of characteristics of who benefits the most

The focus of the Year 3 econometric analysis was to undertake multivariate regression to provide
insights into the characteristics of beneficiaries that benefit the most based on a range of
outcomes. Thisinc lude d analysis of business outcomes (e.g. the characteristics associated with
business es that survive, grow their sales, and generate employment) and other outcomes
(including satisfaction with the programme, personal development outcomes, and whether
indi viduals were in  arrears).

It is important to note that this analysis was based onthe 2016 sample of beneficiaries only
The econometric analysis d id not seek to analyse the causal mechanisms associated with
benefitting most , as data w ere not collected on a representative comparison group of non -
beneficiaries that would be needed for a counterfactual -based analysis. The approach taken,
therefore, was  exploratory cross -sectional regression analyses (logistic regression where the
dependent variables w ere binary - i.e. the outcome was either achieved (y=1) or not achieved

(y=0) 71 and OLS regression where the depende nt variable s were continuous - e.g. number of

employees ) to provide evidence on key characteristics associated with the outcomes , including
net outc omes that focus on the specific contribution of the programme . Full technical details of
the approach used are provided in Annex A .

Access to finance

Evidence on access to finance issues for individuals after they have drawn down their Start Up

Loan i s set out for the 2014 Year 3 sample and 2016 sample respectively. The purpose of the
analysis was to understand the overall experiences of individuals that have been supported by

the programme, not individual financing decisions.

The questionsused fort  he accessto finance analysis were developed to align with wider evidence

from the British Business Bank o n access to finance, for example, related to what individuals

first do when they identify a financing need, and whether they seek advice. The findings from
the 2016 sample were compared to this wider evidence where relevant, although it is important

to recognise that the individuals in the 2016 sample all have early -stage businesses, so
comparisontowide r evidence onthe SME population as a whole needs to be treated with caution.

Regional analysis

The analysis of the survey evidence for the 2016 sample include d data reported at a regional
level, where the samp le sizes allow ed. The regions refer to the residential location of the
individual when they ap  plied for a Start Up Loan (based on Start Up Loans monitoring data) , not
the location of a business they have started -up. Theregio ns of the UK have been combined into

five region s in order to generate sufficiently large sample sizes for analytical purpose s, as
follows:

1 Devolved Administrations covering Scotland, Wales and Northern Ireland

9 London
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1 South of England, covering South West, East, and South West England
1 North of England, covering North West, North East and Yorkshire and Humber

1 Midlands, coveri ng East Midlands and West Midlands
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Section 3: | mpact and value for money - evidence
fromthe 2014 cohort

Key findings
1  The impact and value for money analysis for the 2014 cohort is based on the 2014 Year
3 sample of 107 individuals that drew down a lo an and responded to the third wave of

the survey. The sample reflects attrition of survey respondents from the first to third
survey wave.

The survival rate of  businesses started -up by individuals supported by Start Up Loans that
responded to the third wav e of the survey was 84%. The b usinesses remain generally
modest in scale in terms of turnover T with an average turnover in the current year of

trading of £100k T and employment, with over half not employing any staff other than

the owner .

The businesses started -up by individuals in the 2014 Year 3 sample , including those that
have subsequently closed, are estimated to generate c.£30m in gross turnover over the

2014/15 to 2018/19 period. T  aking into account deadweight, displacement, optimism
bias, and expe cted business survival, the estimated net  turnover over this period from
the 2014 Year 3 sample is £4.7m .

The average self -report additionality 7 that informs the  deadweight adjustment 1T was

0.65 , suggesting that nearly two -thirds of turnover effects gene rated by business started -
up by the 2014 Year 3 sample are estimated to be additional, before accounting for
displacement effects, based on the self -reported evidence . The average additionality ratio
was higher for individuals with loans of £8k compared to those with loans of less than
£8k; this is consistent with the evidence from previous years that self -reported
additionality was higher for those individuals with higher loans .

Converting net turnover to net GVA, and carrying -forward the effects for af urther year
to cover the six -year modelling period, the estimated net G VA impact forthe 2014 Year
3 sample was £2.3m . Compared t o the co sts of the programme, this provides a Benefit
Cost Ratio (using Economic Costs)  of 4.5:1. Adjusting the data to account for the higher
business survival rate in the survey sample owing to response bias provide s an adjusted
BCR (using Economic Costs)  of 3.7:1.

The 3.7:1 is higher than the BCR findin gs from the Year 2 evaluation . However, the
analysisindicates that thisis owing largely to the nature of the sample, notablythe higher
average loan values and age of respondent , even after adjusting the findings for business
survival , rather than a change in the value for money of the programme for the 2014 Year
3 sample oney ear on . The value for money of the 2014 cohort , as expressed in terms of
BCR (Economic Costs) is therefore likely to fall within the range of the survey sample
BCRs of 3.0:1 from the Year 2 evaluation , and 3.7:1 from the Year 3 evaluation . Both
remain positive for the programme.

Scaling -up the effects of the 2014 Year 3 sample to the wider 2014 cohort of around
11,000 individuals that drew -down a Start Up Loan over the November 2013  -December
2014 period, provided a net GVA impact of approximately £169m for the programme.

27




Research Report

Coverage

This section sets out the evidence , inrelationtothe 2014 cohort onimpact s associated with the
starting -up of businesses by programme beneficiaries, and extends this to provide an
assessment of value for money. The  analysis uses evidence provided by the 2014 Year 3 sample
of 107 beneficiaries that have been surveyed in each year of the evaluation. Consistent with the
methodology agreed forthe evaluation, the impact assessment isbased onthet urnover effects
of business es started -up/develop ed by beneficiaries, converted to Gross Value Added (GVA),
taking into account deadweight and displacement effects. Based on this evidence, an assessment

of value for money is made , comparing the GVA effects identified to the costs of deli vering the
programme. The data are presented for the group of bene ficiaries captured in the 2014 Year 3
sample ,and are scaled -uptothe 2014 cohortasawhole (i.e. beneficiaries that drew down loans
over the November 2013 to December 2014 period), provid ing an assessment of the total impact
and value for money of the programme for the 2014 cohort . The analysis includes a number of
adjustments providing a range of estimates on value for money to reflect differences between

the survey 2014 Year 3 sample and the wider 2014 cohort.

Business status and profile

Of the 107 individuals in the 2014 Year 3sample , 100 reported thatthey  had started a business
(seven had not yet started) , of which 67 started -up after support from the programme, and 33

came to the programme with an existing business. For those individuals that had started -up a
business either before or after they first approached the programme (n=100), the business
survival rate was 84% (i.e. 84 of the 100 were still trading at the point of the sur vey).

The businesses started -up by the 2014 Year 3 sample remain in most cases modest in scale in
terms of turnover. The average (mean) turnover in the current year (2017/18) was £100k. The
growth in average (mean) turnover since 2014/15 to the next fina ncial year (relevant to those
businesses that were trading in each year) issetoutin Figure 3 -1; the data highlight the modest

and steady growth across the businesses started up by beneficiaries.

It is worth noting that the average turnover for the cur rent year was slightly higher for  those
individuals th at came to the programme with an existing business ( £112k), compared to those
who started -up a business after support from the programme (£94.5k) . This is not unexpected,
with the business es in the form er group slightly older than those that were started -up after
engaging the prog ramme (although in most cases still reporting turnover generation from

2015/16). Note that one significant outlier, with a turnover of £6m in 2017/18, is excluded from

these dat a, and all subsequent data in this section A

1 one respondent reported expected turnover of £6m in 2018/19, increasing from £750k in 2017/18, a change that is

not regarded as cred ible (involving one  -year growth of some 700%). If included this single respondent would account

for 18% of the total aggregate turnover from across the 2014 Year 3 sample  of 107 individuals, and skew significantly
the findings of the impact analysis and va lue for money assessment.
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Figure 3 -1: Average T/O for trading businesses (2014 Year 3 sample )
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Source: Year 3 2014 cohort survey Note: the data excludes one outlier with a very high expected T/O (of

over £6m) in 2018/19, and one resp ondent did not provide turnover data

However, the average (mean) data masks significant variation across the businesses started -up
and trading by beneficiaries in the 2014 Year 3 sample .The median turnoveri nthe current year
was £44k . Thisreflectstha tathird of businesses  had turnover of under £25k, andthree -quarters
of all businesses had turnover of under 100k, as summarised in Table 3 -1.

Table 3 -1: Current turnover by range across the 2014 Year 3 sample

Under 25k 27 33%
25kto 49k 19 23%
50k to 99k 17 20%
100k to 249k 10 12%
Over 250k 10 12%

Source: Year 3 2014 cohort survey Note: data includes the outlier with  high T/O expected in 2018/19

The modest turnover of most of the businesses started -up by beneficiaries in the 2014 Year 3
sample isalso reflected in employment. Over half of the businesses (48 of the 84) did not employ

any employees excluding the owner at the point of the survey as shown in Figure 3 -2. The
average (mean) FTE current employment was 1.2 employees; t his average was heavily
dependent on just four firms in the sample (that collectively accounted for over 40% of the total

employe es across the 84 trading firms ,42 out of 99 FTEs ).
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Figure 3 -2: Number of current employees (

2014 Year 3 sample)
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It is notable that employment has generally not increased between the previous wave of the
trading businesses in the 2014 Year 3  sample
n their employment in the previous year. This

survey; just

with th is comparison

nine of the 84 individuals with
indicated their current employment was higher tha
limited change in employment is contrasted to turnover, where 48 of the 84 individuals with
trading businesses indicated their turnover had increased

given the characteristics of the

overthe pastyear . Care mustbe taken

businesses 1 with incremental changes in

turnover more likely to be evident than changes in employment for small businesses . T his said,

the difference

may reflect in part the

more staff to meet

this demand, with 40 of the 84
toincrease their employment by the end of the next

by the end of 2018/19 expected to increase to 2.0 FTEs

This said, the data
beneficiaries of the programme
employment and an income fo

also suggest that in the majority
appeartobe difestyle business e s, designed principally to provide
r the founder, rather than

time lag between increas ing sales and the needt o employ
individuals with  trading businesses expecting
financial year, with the average employment

per business (excluding the owner)

of cases the businesses started -up by

6scal abl ed businesses

to grow and generate further employment . This is not unexpected i and consistent fully with
the underpinning rationale of the programme
considering the potential overall impacts of the programme.

i but needs to be taken into account when

Gross turnover i mpact s
The first step inthe  impact assessment involve dest abl i shing t he genprates $06
date, and expected for the current and next financial years, by businesses started -up or

developed by beneficiaries

in the 2014 Year 3 sample

. This analysis included all firms that had

started -up by the time of the survey and provided turnover data, including those that

subsequently closed . With a small number of

2015/16, 2016/17,
the modelling, all turnover data
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Assetoutin Table3-2, t he aggregat e ddgntifedby 6thd 2014 Yeanv3e rsample was

around £ 30m (i.e.the busin esses started/developed by the sample are collectively estimated to
generate a total turnover over five years of £ 30m ). The table sets out the number of businesses

that the data in each ye  ar are based on 1 as expected, the number increased over time from
2014/15 when only around 15 businesses started -up by beneficiaries were trading and
generating turnover, to a high -point of 88 in 2016/17 (before several ceased trading).

Table 3 -2: Aggreg ate gross turnover from businesses started -up/developed by 2014 Year 3

sample (2014/15to 2018/19 )
Aggregate T/O generated by

businesses started -up (£k)

Aggregate T/O in 2014/15 (£k) (n=15) 803

Aggregate T/O in 2015/16 (Ek) (n=77) 3,760

Aggregate T/Oni2016/17 (Ek) (n=88) 5,446

Aggregate T/O in 2017/18 (k) (n=82) 8,253

Aggregate T/O in 2018/19 (k) (n=82) 12,240

Aggregate T/O turnover (£k) 30,501
Source: Year 3 2014 cohort survey
It is worth noting that 40% of the aggregate total turnover identified by the 2014 Year3 sample
(E12m) is expected for the next financial year (in 2018/19 ), rather than generated to date, a
further £8m is also expected for the current financial year (in 2017/18) , which had not been
generated in full at the time of the surve y. This data is adjusted for optimism bias in the

subsequent calculations.
Net turnover impacts

The &égr os s Oimpaaisr ientifiedr need to be adjusted by a number of factors to identify

6 et furnover impacts. Thisinclude s adjusting for deadweight, optimism bias, displacement , and
anticipated business survival. These adjustments to the gross data are set out below.
Deadweight

The e vidence base é

Benefici aries that started a business either before or after drawing down a  Start Up Loan were

asked i n the survey to provide a view on what would have happened if they had not been

supported by the programme. This is evidence on so -cal |l edr @&éperdtfed deadwei ght 6,
the core components of additionality. The findings are set out in Table 3 -3.

As set out in the table, around a quarter of the 2014 Year 3 sample that started -up a business
following drawing down a loan (n=66) stated that their business would not have been started -
up without the programme, reflecting full additionality. By contrast, just 6% of this group
reported full deadweight, that is, in their view, the business would have started -up in any case
and at the same time, scale and quality without the programme. However, partial additionality,
most often in the form of timing effects was m ost common, with over 60% of this group
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indicating that the businesses would have started but at a la ter date without the programme,
general ly up to a year more quickly. For those in the 2014 Year 3 sample that started -up a
business before drawing down al oan (n=33 ) timing effects were also very common, alongside

scale effects where the business would now be at a smaller scale without the programme.

Table 3 -3: Self-reported deadweight for the 2014 Year 3 sample . Re s p o n s il ydurovievg
withoutyouri nvolvement with the Start Up Loans programme, which of the following would have
happened? 6

Started -up Started -up
after before
programme programme
(n=66) (n=33)
The business would not have started/developed at all 24% 12%
The business would have starfddveloped, but at a later date 62% 61%
The business would have started/developed, but on a smaller 39% 58%
scale
The business woul_d have started/developed but would have 21% 21%
been of lower quality
The business would have starteg@/developed at thesame time, 6% 18%

scale & quality

Don't know 2% 3%
Source: Year 3 2014 cohort survey

The response s to the questions on the nature of self -reported additionality have been used to
identify an additionality ratio for each respondent. For example, where ar  espondent stated that
their business would not have started/developed at all the additionality ratio is 1, where the
respondent stated that the business would have started -up/developed at the same time, scale

and quality the additionality ratiois O, with partial additionality effects somewhere between these
two extremes . For example, where a respondent stated that the business would have
started/developed but over 2 years later, the additionality ratio is 0.75

Across the 2014 Year 3 sample ,the average additionality ratiowas 0.65 , suggestingthat nearly
two -thirds of turnover effects generated by the sample are estimated to be  additional, before
accou nting for displacement effects , based on the self-reported evidence.

Three points are highlighted with this data:

I Consistent with the variation set out in Table 3 -3 on full additionality between those
who started -up before or after drawing down the loan, the average additionality ratio
for those individuals that started -up after drawing down the loan was s lightly higher
at 0.68, compared to 0.58 for those that came to the programme with an existing
business.

1 The average additionality ratio was higher for individuals with loans of £8k or over  at
0.76 (n=30) comparedtotho se withloans of less than £8k at 0.62 (n=67) . Although
care must be taken here given the modest sample size, this is consistent with the
evidence from both Year 1 and Year 2 that self -reported additionality was higher for
those individuals with loans over £8k relative to small loan values

32



Research Report

1 The 0.65 average additionality ratio is consistent with the findings

survey) where the average additionality ratio was also 0.65 , suggesting that
per ceptions of the additionality associated with the programme have not shifted over

of the Year 3
sample in the Year 2 survey (i.e. what the 2014 Year 3 sample said in the previous

overall

the past yea r between the two surveys . The data were also broadly consistent with
the findings from the wider respondents in the Y ear 2 sample of 330 beneficiaries

where the average additionality ratio was 0.62.

... a djusting the gross data

Applying the respondent  -level additionality r ati o t o each re
data, and aggregating this net data across al | relevant respondents, provides
adjusted for self -reported deadweight from the 2014 Year 3 sample

This deadweight adjusted turnover value is equivale nt to 0.68 of the gross data,

|l evant
aturnover eff
of £ 20.6m

respondert
ect

slightly higher

than the 0.65 average non -deadweight ratio would suggest. This is owing to high levels of

additionality associated with some businesses with high levels of turnover

Optimism bias

The evidence base é

As set out above, over half of the gross turnover impact reported by beneficiaries was expected
rather than achieved. The analysis th erefore seeks to account for the potential optimism bias in
the estimates provided by survey respondents , i.e. that they are overly optimistic on the future
performance of the business. A 20% optimism bias has been assumed for turnover for the
current and next financial year , i.e. we have assumed that only 80% of the reported turnover

will in fact be generated.

The 20% adjustment factor is ¢ onsistent with the approach taken in pre

vious years of the

evaluation. Data from the Year 2 and Year 3 surveys also suggest that the adjustment factor is
appropriate; the aggregate expected turnover for the 2016/17 financial year reported by the
2014 Year 3 sample in the Year 2 survey was £6.6m, and the  actual turnover for the 2016/17
financial year reported by the 2014 Year 3 sample in the Year 3 survey was £5.5m, equivalent

to 82% of the expected value. An optimism bias adjustment  of 20% therefore appears to be
appropriate.

€ @justing the gross data

Applying the optimism bias of 20% to expected (rather than real ised) turnover  (following the
adjustment for self -reported deadweight) provides a turnover impact account ing for self -
reported deadweight and optimism bias of £18.0m for the 2014 Year 3 sample

Displacement

The evidence base é

Displacement occurs when b usinesses created by the individuals supported by the programme

compete for resources/market share with those of non-assisted individuals.
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scale of this potential effect, the 2014 Year 3 sample was asked to identify : the location of their
sales, levels of competition in their markets, and if competitors would take their sales if they
closed . This data is then used to inform an assessment of displacement using the BEIS/British
Business Bank methodolog  y. 2

The evidence on the location of sal esis setout below in Table 3-4:(A) is the average proportion

of sales reported by respondents in each area (not taking account of differences in turnover
between respondents); and (B) is the proportion of salesin each area taking into  account the
scale of total current sales (i.e. applying the proportion in each area, and aggregating the data

across all respondents). In both cases, the data suggest that local markets account for over half
of sales, with the rest of the UK accounting for around a third, and overseas sales around 5 %.
The findings are  similarto Year 2, where | ocal markets were 56% of currentsales (n= 245).

Table 3-4: Proportion of sales in local area, rest of the UK and outside the UK forthe 2014 Year
3 sample (n= 70%)
(A) Average propo rtion (B) Proportion of current sales
Local 66% 60%
Rest of the UK 29% 36%
Outside the UK 5% 4%

Source: Year 2 Beneficiary survey

The evidence on levels of competition in their main markets is set out below in Table 3  -5. The
Table includes the data fro m the Year 3 sample a nd previous samples , demonstrating the
consistency in perspectives on the level of competition throughout the evaluation research. The
2014 Year 3 sample responsesin Year 2 ( i.e. what the group surveyed this year said last year)

was a Iso consistent (with 18% indicating very intense competition at that point ).

data from Year

Table 3 -5: Level of competition experienced in markets s 1-3 (full samples)

Year 1 sample Year 2 sample Year 3 sample
(n=729) (n=240) (n=73 14)
Very intense compédion 17% 19% 18%
Intense competition 28% 33% 32%
Moderate competition 38% 35% 34%
Weak competition 11% 9% 12%
No competition at all 5% 3% 4%
52y Qi 1y29 1% 2% 0%

Source: Years 1-3 b eneficiary survey s

12 The method uses assumptions to responses to questions on levels of competition experienced by businesses and

the proportion of sales that would be taken if they were to close to identify a displacement ratio. This ratio is the n
applied to UK sales to identify the non -displacing UK sales, and the total sales to generate an overall displacement.

13 14 of the trading businesses did not provide data on the location of sales; this turnover has been excluded from the

analysis . D ispla cement was applied to the turnover at an aggregate level using average data, not by individual firm.

14 11 of the trading businesses did not provide a response to the question
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The evidence on whether beneficiaries perceive tha t competitors would take up their sales if they

ceased trading is set outin Table 3 -6. The data from the full sample in each year of the 2014
cohortsurveys are p resented. The data appears to suggest that beneficiaries increasingly believe
that their sales would be taken if they were to close, at 52% in Year 3 compared to 34% in Year

1 (the latter focused on the full sample in Year 1).

Table 3 -6: Perception of what proportion of sales would be taken by competitors if the business
was to close - datafrom Year 1to Year 3 (full samples in each year)
Yearl sample Year 2 sample Year 3 sample

(n=729) (n=240) (n=73)
Yes, all of our sales 34% 42% 52%
Yes, some of them 34% 39% 27%
No, ncone would take up our sales 24% 15% 16%
52y Q0 1y26 8% 5% 4%

Source: Years 1 -3 evaluation survey s

However, thischange appearsto reflectthe characteristicsofthe 2014 Year 3sample . As shown
in Table 3 -7,t he responsein Year 2 forthe Year3sample (n=85 °) i i.e. whatthe 2014 Year 3
sample said lastyear 1 is consistent with the ir feedback in Year 3.

Table 3 -7: Perception of what proportion of sales would be taken by competitors if the business
was to close 1 data fromthe 2014 cohort onlyin Year 2 and Year 3

Year 3 sample T Year 3 sample
response in Year2 1 response in Year 3
(n=85) (n=73)
Yes, all of our sales 53% 52%
Yes, some of them 28% 27%
No, ncone would take up our sales 13% 16%
52y Q 1] 1y26 6% 4%

Source: Years 2 and 3 evaluation  survey s

The response s to the questions above have been used to identify a displacement ratio for each
respondent where possible (using the BEIS/British Business Bank methodology for calculating
displacement ), and then an average displacement value for three groups of beneficiaries: fully
additional new firms; partially additiona I new firms; and existing firms .18 The average level of
displacement across these three groups was 63% i.e. approaching two -thirds of the turnover
generated by businesses started -up by beneficiaries is estimated to be taking market share away
from other UK -based firm s with whom they are competing.

15 This includes all those that were trading last year and provided data

16 The categories are based on the information provided in the Year 1 survey on whether the business was trading

prior to approaching  Start Up Loans , and in response to the questions on additionality. Individuals that indicated they

did not have an existing bus iness when approaching the programme and identified full non -deadweight are classified

as 6new fully additional dé; individuals that indicated they did not |
programme and indicated partial deadweight are classifi ed as Onew partially additional 6; indiv
came to the programme with an established business are classified a:
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This may appear high, but reflects both perceptions of a  competitive market , and the high
proportion of UK -based sales across the 2014 Year 3 sample . It is important to highlight that
this evidence on displacement does not mean that these businesses are not beneficial. Increased
competition amongst firms can be important for driving productivity; however, itis not possible
to capture/model this additional benefit  with any accuracy.

€ @justing the gross data

Applying the estimate of displacement provides a turnover impact account ing for self -
reported deadweight , optimism bias and displacement of £6.5 m forthe 2014 Year 3
sample

Business survival
The evidence base &

Itis necessary to account for the fact that some of the businesses that were trading at the time
of the survey will close in advance of realising their future expected sales. Data from ONS on
business survival rates  have beenused asaproxy, toadjustthe aggregateturnover for2017/18
(58% , refle cting three -year survival in most cases ) and 2018/19 (49% , reflecting four -year
survival in most cases ).’ Data from previous years (2014/15 to 2016/17) have not been
adjusted in the main case impact analysis as this turnover had been realised in practice.

€ djusting the gross data

Applying the business survival rate for expected turnover provides a net turnover impact
accounting for self -rep orted deadweight, optimism bias, displacement and business
survival of  £4.7m forthe 2014 Year 3 sample

Summary of net turnover impacts

The analysis set out above resultedina netimpactinterms of turnover generated by businesses
started -up by the 2014 Year 3 sample of approaching £5m over the 2014/15 to 2018/19 period

17 Business Demography available here : Note that to ensure consistency in the analysis between years, the same

business survival rates have been assumed in the Year 3 analysis as were used in the Year 1 and Year 2 analysi S over
the modelling period. The data for 2019/20 has also been adjusted at 41% when this has been carried forward in the

value for money analysis below. The ONS business survival rates used as a proxy are based on the overall survival

rate of a cohort of  firms started up in a particular year; they do not account for the potential higher survival rate for

those firms that continue to trade in each year. However, the standard ONS data has been used as the most robust

proxy for the potential survival rate of fimsstated -up by individuals supported by the
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Value form  oney assessment forthe 2014 cohort

The net turnover data has been used as the basis for the value for money assessment . This
involves converting  the net turnover impacts to GVA (with some additional adjustment s made,
as described below), and comparing the GVA to the costs of the prog ramme.

GVA estimates

The GVA estimates are based o n the following assumptions and adjustments . First, the net
turnover impacts identified over the five years set out above have been adjusted to include one

furtheryear (201 9/20)toreflectthesix  -yearm odelling period agreed at the outset ofthework .18
The data for 2018/19 has been assumed to persist for one year, adjusted for a fu rther year &
business survival, providing a net turnover impact over 2014/15 to 2019/20 of £5.6m . One year
of persistence is a conservative assumpt ion ( with surviving businesses continuing to generate
turnover i n the years after the modelling period ), and has been used to ensure consistency to

data from previous years of the evaluation, and to reflect the uncertainty on business
performance of early -stage firms over the longer  -term. Second, turnover data ha ve been
adjusted to GVA, with an assumption that GVA is 45% of turnover. This ratio is based on ONS
analysis ° and has been used in Y ear 3 to enable consistent comparisons to th e value for money
estimates in previous years. Third, the net GVA data has been adjusted toaccountfor inflation 20,
and di scounted using the Treasuryod6s standard 3.5% disc

This analysis provides a  net GVA impact for the of £2.3m over the 2014/15 to 2019/20
period forthe 2014 Year 3 sample

Cost estimates

Costs for the value for money assessment are expressed in terms of both Exchequer Costs (the
costs to government of the programme) and Economic Costs (including opportunity costs and
accounting for finance additionality) ; in both cases, the costs cover the period 2014/15 to
2019/20 and have been adjusted for inflation 2! and discounted. 22

18 This modelling period reflects that the maximum period to re -pay a loan was 60 months (i.e. five years), with a
maximum 12-month capital repayment holiday peri od, meaning a maximum of six years during which loans could be
re-paid. This is consistent with standard British Business Bank practice for loan products, that the modelling period is

consistent with the period over which re -payments are expected to be realised.

19 see here . The majority of firms started -up/developed by beneficiaries remain micro -businesses (with0 -9
employees). The ratio for micro -businesses of 45% in the data has therefore been used. As with previous years, it was
considered whether a specific ratio for GVA/turnover could be derived through the survey, e.g. by collecting da taon
indicators such as the costs of bought in goods and services. However, it was agreed with the British Business Bank

not to take this route, because it would increase substantially the time required to complete the survey, adding

additional burdento  beneficiaries and risk adversely affecting response rates . There is also the risk that respondents
provide inconsistent data on such metrics, owing to differences in accounting practices.

20 Using the ONS deflator for 2013 -14 as the base year , to ensure con sistency with previous years of the evaluation.

21 Using 2013/14 prices and deflator factors

22 please note that the costs cover the Start Up Loans programme only; evidence from previous years of the

evaluation, and the qualitative research in Year 3 indi cates that supported individuals may also receive other forms of
advice and support alongside Start Up Loans. However, it was not possible to capture information in the costs of this
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Exchequer Costs

The Exchequer Costs include | ending costs, covering the value of the loans provided to

individ uals. The model assumes are  -payment rate on the initial loan value of 50% (i.e. of the

£850k lentto the 2014 Year 3 sample , half is estimated to be re -paid) by 2019/20. The 50%

assumption is based on analysis conducted for the British Business Bank  to un derstand the

6Li fetime Expected Lossd (LEL) on the portfolio of | oal
should be noted that the 50% assumption relates to the potential loss over the entire life of the

loan, and is different to arrears which focuses on re -payment status at a specific point in time.

It should also be noted that the LEL of 50% covers the entire programme portfolio; the LEL is

higher for loans delivered earlier in the programme period, and lower for more recent and future

cohorts, given improvements in financial management , including loan assessment processes

However, a 50% assumption has been retained for the purpose of the evaluation based on

guidance from  British BusinessBank as the Obest estimated to use when
performance for the 2014 Year 3 sample . This cost is offset by the inclusion in the model of

interest repayments, assumed at 6% of the annual outstanding balance (hon -defaulted debt,

with 6% the interest rate charged under the programme) at the start of ea ch year for Exchequer

Costs. 28

Non -lending costs, covering the costs associated with the delivery of the programme by Delivery
partners, including the pre -applicatio n support, mentoring support and administration , are also
included . A non -lending cost per| oan of £1,612 has been assumed for each loan based on data
provided by SULCo in Year 1 of the evaluation. The model assumes that all of the costs for the
delivery of the programme were included in this average , and the non -lending costs occurred in
the fir st year of the modelling period (2014/15).

Economic Costs

The Economic Costs also include the non -lending costs and the lending costs (again assuming a

50% default rate, offset by interest re -payments). The lending costs have been adjusted to take

int o account f inance additionality, estimated at 74%, based on the Year 1 survey evidence to
enable consistency in  the approach . Finance additionality is an estimate of the proportion of the

finance secured by beneficiaries from the programme (i.e. the loan v alue) that would not have
been provided without the programme . The 74% level was the estimate used in the Year 1
evaluation taking into account evidence from the 2014 Year 1 sample , including whether they
applied for bank/mainstream finance, and for those that did not why this was the case 24
Economic Costs also include the p ublic sector opportunity cost , assumed at 3.5% of the balance
outstanding at the end of each year.

support (which is drawn potentially from a wide range of sources, both pu blic and private) in the survey, so these

costs are not included in the value for money analysis for the 2014 and 2016 cohorts.

23 Note that the Exchequer Costs are marginally higher than the Economic Costs because the full loan value is included

intheEx chequer Costs as a cost in the first year of the evalwuation (as
sector T even though it is expected to be re -paid). This cost is covered in the Economic Costs on an annual basis, with

the annual lending cost ( taking into accountre  -payment and interest payments), adjusted for finance additionality.

24 For further details regarding finance additionality see p p. 53-54in the Year 1 evaluation report here: http://british -

business -bank.co.uk/research/6827 -2/
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Estimated costs

The discounted Exchequer Costs and Economic Costs over the modelling p eriod for the 2014
Year 3 sample are setout in Table 3 -8 below. As noted above, for the Exchequer Costs, the full

value of the loan expenditure is counted in 2014/15, when the loans were drawn down by
beneficiaries covered in the 2014 Year 3 sample , with the loan value thenre -covered over time
via re -payments, plus interest payments. For Economic Costs, the costs are spread across the

modelling period, with the public sector opportunity cost from the outstanding balance and costs

of default captured acros s the period. As noted above, non -lending costs are assumed to fall in
the first year of the modelling period (2014/15) for bot h Exchequer and Economic Costs.
Table 3 -8: Estimated Exchequer and Economi c Costs T annual /cumulative for the 2014 Year 3
sample
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
Exchequer Cos
g B 939 119 103 92 61 46
annual(£k)
ScelienlBell 5 218 78 74 61 41 32
annual(£k)
Exchequer Costs g5 820 717 624 563 518
cumulative(£k)
Economi
conomic Costs 218 296 370 432 473 505
cumulative(£k)
Source: SQW analysis
Value for money estimate for the 2014 Year 3 sample
Comparing the  GVA impacts to Exchequer Costs and Economic Costs set out above provide a
Benefit Cost Ratio (BCR) of around 4.5:1 (i.e. £2 .3m in GVA for around £500  kin costs). This is
significantly more  positive than the equivalent data from the Year 2 evaluation , which found a
BCR of around 3.1 . Thislikely reflects the response bias in th e 2014 Year 3 sample , as discussed
in S ection 2, which means that the individ uals that responded to the survey i n Year 3 are likely
to have businesses that are performing better than those that did not , and/or that they are more
likely still to be trading . As such, this unadjusted BCR is likely to over -estimate the impacts of
the p rogramme as it does not account fully for those individuals that have been less successful .
To seek to account for this response bias in the value for money assessment two separate (and

mutually exclusive)  approaches have been adopted. 25

First, we have use d data on arrears to weight the findings from the 2014 Year 3 sample to make
the results more representative of the wider population intermsofre -payment . Th e justification
of th is approach stems from the evidence from the Year 2 evaluation in which the econometric
analysis found a relationship between the level of arrears and business survival, with those

25 The two approaches were agreed with the British Business Bank as the preferred means of addressing issues of
variation between the survey sample and the population. This drew on evidence from the previous years of the
evaluation on the relationship between arrears and business performance (with business performance outcomes also
associated with characteristics including employment status and previous business experience), and the uncertainty on
survival rates of the wider population, which is a key assumption in the impact assessment.
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individuals with businesses still trading less likely to be in arrears (although t his does not mean
that individuals in arrears do not have businesses trading and generating turnover). Key data
and elements of the approach are as follows:

1 In the 2014 Year 3 sample data, the average net GVA per loan generated by
businesses by individuals notin arrears was £23.6k , compared to £13.6k for those
that were i narrears .

1 Ofthe 2014 Year 3 sample , 20% of the individuals were in arrears, compared to 47%
in the population  as a whole . If the 2014 Year 3 sample  was representative of the
2014 cohort as a whole , approaching half of the total would be in arrears, whe re the
lower GVA per loan value would apply.

1 Applying the average GVA  perloan value to the weighted proportion of the 2014 Year
3 sample inarrears (i.e. assuming that 47% of the sample were in arrears), provides
a GVA estimate of £E  2.0m, a reduction fro m the main case of around 13%

The second approach was to assume that the business survival rate amongst the 2014 Year 3
sample was consistent with the wider business survival rates of the economy as a whole over
the modelling period. This has drawn data from ONS business survival rates. Key data and

elements of the approach are as follows:

I The business survival rate  of the 2014 Year 3 sample at the time of the survey was
84%; this s significantly higher than the three -year business survival rate of 58%
from the ONS business survival dat a.?®

1 Moreover, i fwe assumed that the business survival rate in previous years matched
the ONS data, in 2015/16 92% of turnover would have been generated, and in
2016/17 74% of turnover would have been generated. 27

1 Applyingt he business survival rates tothe turnover generate d across the modelling
period provides a GVA estimate of £1.9m, a reduction from the main case of 19%.

The BCRs based on these approaches provid e arange of estimate s for value for money of the
programme for the 2014 Year3sample 1 see Table 3 -9. As set outin the table, the BCRs provide
a range of between 3.7:1 and 4.5: 1 for Economic Costs.

26 Using the data in the model from 2013/14 to ensure consistency

27 Note that consistent with the wider approach of the impact assessment, we have assumed th at the business
survival rate is equivalent to the value of turnover generated i.e. a 10% reduction in the business survival rate leads
to a 10% reduction in turnover; the analysis does not seek to model the closure of  individual businesses
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Table 3 -9: BCRs forthe 2014 Year 3 sample

GVA impacts BCR: Exchequer BCR: Economic
(Ek) costs costs
Unadjusted impacts 2,281 4.4 4.5
Impacts adjusted for 1,988 38 3.9
arrears

Impacts adjusted for
business survival

Source: SQW analysis

1,857 3.6 3.7

The adjusted BCRs remain above the findings from the previous two waves of the evaluation,

where the BCR for the survey cohort was estimated to be around 3:1. The higher BCRs reflect
the fact that the adjustment for arrears and business survival are not able to account fully for

the significant difference s between the 2014 samples in Year 2 and Year 3 , bothi nterms of the
businesses covered in the analysis , and the (related) characteristics of the indiv iduals included
in the sample.

To test this further, the value for money model used in Year 2 of the evaluation has been re -
run, using the data provided in th e Year 2 survey, but containing only the data from the
individuals includedinthe 2014 Year 3sample . The overallBCR (Economic Costs ) for Year 2 was
3.0:1 (based on 315individuals), h owever, focused onlyonthe data provided bythe 2014 Year
3 sample (i.e.the 107),the  BCR (Economic Costs ) is 4.0:1.%8

This 4.0:1 BCR in Year 2 remains lower than the (equivalent) unadjusted Year 3BCR of 4.5 1.
However, it is also noticeably higher than the 3.0 BCR from the full Year 2 sample . This do es
suggest that the B CR estimate for the 2014 Year 3 sample (i.e. 4.5:1) is the result of the
characteristics of the sample in Year 3 , rather than a substantive shift in the outcomes for
individuals supported over the November 2013 -Decembe r 2014 period in the past year between
the Year 2 and Year 3 surveys . The variation between the 4.0:1 and 4.5:1 ratios is driven
principally by the lower business survival rate assumed in the Year 2 model for future turnover

than the actual business survival rate amongst the 2014 Year 3 sample

Scaling -up the findings to the population

The analysis set out above is based on the findings of the 2014 Year 3 sample , and the 105 2°
loans drawn down by respondents. Not all the loans drawn down contributed GVA . For example
some individuals have yet to start a business, and some individuals reported that the business

had not had a full financial year of trading; however, we would also expect this to be the case

in the evaluation population as a whole.

To provide an estimate of the aggregate effects o f the programme from the 2014 cohort as a
whole of around 11,000 loans, the findings from the 2014 Year 3 sample  have been scaled up
to the total population . The analysis applies the average net effect per loan from the survey

28 Note thata Il 107 individuals for the 2014 cohort are included in the data, including the outlier excluded for very
high/unrealistic future expected turnover in Year 3

29 Excluding the outlier and one respondent that did not provide any data on business performance
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cohort to each loan in the po pulation to arrive at a scaled -up value. The scaling -up approach is
based on the business survival adjusted data from the 2014 Year 3sample (see Table 3 -9). The
analysis also seeks to account for the difference in the proportion of beneficiaries in the 2014
cohort that were in arrears compared to the 2014 Year 3sample ,importantbecause the average
net effect per loan is lower for those in arrears compared to those not in arrears . This is done
by applying the average effect s for loans in arrears and loans not in arrears from the survey
data to the populations of loans in arrears and not in arrears when scaling -up. The specific values
used, and the findings of the analysis are setoutin Table 3 -10 below.

This analysis identifies  a net GVA impact of the population  fromthe 2014 cohort (that is,
the 11,000 loans drawn down between November 2013 and December 2014) of
£169m .

Table 3 -10: Scaling -up of GVA findings for the 2014 cohort

Stage of analysis Metric

Net effects (adjusted for survival) 1,856,548
AX 2F gKAOK FNRBY f2lya y2i0 Ay 1,637,348
BX 2F 4KAOK FNRBY f2Fya Ay | NNB 219,200
C:Number of loans not in arreais survey cohort 85
D:Number of loans in arreais survey cohort 20
E:Average GVA effect from loans not in arre@a/C) 19,263
F:Average GVA effect from loans in arregB/D) 10,960
G:Numberof loans in population not in arrears 5,857

H: Numberof loans in population in arrears 5,144

I: GVA generated by loans not in arrefr&*G) 112,825,328
J:GVA gearated by loans in arreafsF*H) 56,376,854
Total GVAI+J) 169,202,182

Source: SQW analysis

The estimated costs of the 11,001 loans (applying adjustment factors and assumptions including
a 50% default rate) are around £45m in terms of Economic Costs. This provides a BCR for the
2014 cohort  of loans drawn down between November 2013 and December 2014 of 3.8:1.

The BCR (Economic Costs) is slightly higher than the adjusted BCR  for the 2014 Year 3 sample
(of 3.7:1) owing to the lower average loan value f or the population as a whole relative to the
2014 Year 3 sample . These findings provide the best estimate for value for money given the
evidence available, but they should be seen in the context of the assumptions that have been

used . Although the scaling -up has sought to account for the response bias in terms of business
survival and the relationship between arrears and business performance, this does not account

fully for other potential forms of response bias. For example, the start -up rate amongst the
population as a whole may be lower than identified in our sample . Forinstance, r esearch by the
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Start Up Loans Company for  their 2014/15 impact report %0 found a start -up rate of 76% within
one year of loan draw down (for those individuals that did not come t o the programme with an
established business). 3! This compares tothe start -uprate fromour 2014 Year 3 sample of over
90% , suggesting that our sample may be weighted towards those that started -up a business,
relative to the  population as a whole, even all owing for the potential for later start -up for the
group included in the Start Up Loans Company survey. Clearly another caveat to the findings is

that the evidence base for this Year 3 evaluation is based on a small sample of just over 100

loans. However, whilst moderately higher than in previous years of the study, the evaluation has
consistently reported a positive value for money with BCRs year on year at 3:1 or above.

Commentary  on impact and value for money for the 2014 cohort

Consistent with the findi  ngs set outinthe  previous evaluation reports, the findings on value for
money forthe 2014 cohort are positive. The analysis suggests that, b ased on the self -reported
evidence from individuals that drew down a loan between June to December 2014 , the
prog ramme will generate a benefit in terms of GVA effects that outweighs the costs of
programme delivery , taking into account both the loan and non -lending costs for Delivery
Partners.

The findings in Year 3 are broadly in line with the results from Years 1 a nd 2 of the evaluation
However, the BCR of the 2014 cohort has increased from around 3:0 in previous years (based
on the samples achieved for the earlier evaluations) , to betwe en 3.7:1t0 3.8: 1 in this report ,
dependent on whether the focus is on the 2014 Year 3 sample , or scaled -up tothe cohortas a
whole . However , this uplift in the suggested value for money of the programme  for the 2014
cohort is based principally on the characteristics of the survey sample in Year 3 , which is likely
to contain a highe r rate of businesses that are trading and performing well than the samples
surveyed in previous  years. Thisis owing toresponse bias, where individuals that are performing

6 b e t (wbkeredheir business continues to trade and/or where they are not in arre ars) are more
likely to have responded to the survey ;the BCR (Economic Costs) for the 2014 Year 3 sample
in Year 2 was 4.0:1 .

The analysis has sought to adjust for this effect as far as possible, for example, by assuming a

lower business surve y rate in sensitivity analysis . However , other factors are still evident,
including for example a higher average loan value and age of individual in Year 3 relative to
previous years . The equivalent analysis in Year 2 suggested that those individual s with larger
loans, and those that were older , were associated with higher levels of net turnover in the
businesses they had started -up relative to those with lower value loans and from younger
individuals , leadingto improved value for money; this adjusts the BCR (Econom ic Cost)to 3:7:1.

Taken together the analysis indicates that the apparent improvement in the BCR suggested in
the Year 3 evaluation  forthe 2014 cohort does not reflect a genuine shift in the underlying value
for money of the progra  mme, rather thatthe 2014 Year 3 sample |, thatincludes individuals that
have responded to the survey in all three years ha ve previously, and continue to, perform better

30 This covered loans drawn down in 2014/15 and so a similar cohort of individuals to our 2014 cohort . It also
included recipients of New Enterprise Allowance loans, which are not covered in this evaluation.

31 hitps://prod.cdn.sulserver.net/app/uploads/2016/06/08145304/Annual -lmpact -Report -2014 -15 -final -V5-.pdf
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(in terms of generating new turnover, relative to the costs of the programme), than the full

sample from Year 1 only, owing to response bias. Given the uncertainties here T related to
response bias and business survival 1 itappears appropriate to consider that the value for money

of the 2014 cohort , as expressed in terms of BCR (Economic Costs) is likely to fall within the
range of the 3.0:1 from the Year 2 evaluation and the 3.7:1 from the Year 3 evaluation (for the

sample adjusted for business survival ). This remains positive for the programme.

In this conte xt, it is noted that the level of (self -reported) ad ditionality of the programme is
consistent with the evidence from Year 2. The average additionality ratio from the 2014 Year 3
sample of 0.65 in Year 3 (i.e. that 65% of turnover effects are additional, before accounting for
displacement) is consistent wit h the findings from this sample inthe Year 2 survey , where the
average ad ditionality ratio  of this sample was also 0.65. This suggests that the p erceptions of
the additionality associated with the programme by those that have benefited from support have
not shifted over the pas t year, providing a level of confidence in the finding s in Year 3, and
further pointing to an assessment of value for money that reflects the evidence in both Years 2
and 3.

The analysis also highlights two important p oints regardi ng the nature of businesses started -up

by individuals supported by the programme: first, they are predomina  ntly providing employment

for the owner only, with modest external employment , and second (and linked to this ), they

remain predomina ntlylocal orna tional in their markets, with under 5% of estimated sales across

the survey cohort  in the current year  accounted for by exports. This is not unexpected . though

the employment d ata in particular highlight that the businesses started -up by beneficiaries of

th e progr amme ar e mo st commonly 6l i festyle busi nesses
empl oyment and an income for the founder, rather than
to grow and generate further employment. This is consistent fully with the u nderpinning rationale

of the programme 1 but needs to be taken into account when considering the potential overall

impacts of the programme; it is principally via the turnover generated by the businesses that

the programme is  likely to be delivering substa ntive economic impact
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Section 4:  Impact and value for money - evidence
fromthe 2016 cohort

Key findings

1  Of the 602 individuals in the 2016 sample ,95% had started -up a business ; this includes
individuals that came to the programme with an existi ng business, if these are excluded,
the start -up rate by the point of the survey was 94%.

1 The survival rate of businesses started -up by individuals supported by Start Up Loans was
88% , although this was higher for businesses that had been started -up before the loan
was drawn down (93%), than those that had been started -up after the loan had been
drawn down (86%) . The average turnover of the businesses in the current year was
£113k, exp ected to increase to £180k next year . On employment, 60% of the businesse s
had no employees other than the owner at the time of the survey, however, most expect
to increase their employment in the future; if expected growth is realised, only 35% of
businesses will have no employees by the end of the next financial year.

I  The bu sinesses started -up by individuals in the 2016 sample , including those that have
subsequently closed, are estimated to generate c.£164m in gross turnover over the
2016/17 to 2018/19 period. Taking into account deadweight, displacement, optimism
bias, and e xpected business survival, the estimated net turnover over this period from
the 2016 cohort is c.£20m.

I The average self -report ed additionality was 0.52, suggesting that just over half of
turnover effects are estimated to be additional, before accounting fo r displacement
effects, based on the self -reported evidence. For the 2016 sample, the average
additionality ratio was slightly higher for individuals with loans of less than £8k, than
those with loans over £8k. This is different to the evidence onthe 2014 samples , and may
reflect that individuals in the 2016 sample with higher loan values could have accessed
other forms of finance, had they not been supported by the programme. This is consistent
witha reduction in the finance additionality of the programm eforthe 2016 sample relative
to the data from the data from the 2014 Year 1 sample

1  Converting net turnover to net GVA, and carrying -forward the effects for a further three -
years forthe six -year modelling period, the estimated net GVA impact for the 2016 sample
was c.£15m. Compared to the costs of the programme, and adjusting the data for arrears,
provides a Benefit Cost Ratio (using Economic Costs) of 5.7 1.

1 TheBCR of 5.7:1 is high relative to the evidence from the 2014 cohort and previous years
of the evaluation. A range of inter -related factors drive  this: the characteristics of the
individuals that drew down loans over this period, who were on average older and more
likely to be in employment prior to the programme; an increase in the average loan value
and the scale of businesses started -up; anassumed re -payment rate of 60% for the 2016
sample , compared to 50% for the 2014 Year 3 sample ;andareductioninthe non -lending
costs as a result of efficiencies in the delivery of the programme.

1 The BCR is positive, but there may be implicatio ns for the social and distr ibutio nal
potential of the programme given the changing characteristics of the beneficiary sample
in the January -June 2016 period T and such distributional effects are not fully captured in
the value for money model . However, e xploratory analysis does suggest that the value
for money of the programme improves once distributional weightings are applied to pre -
programme incomes of beneficiaries , for both the 2014 and 2016 cohorts.
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Coverag e

This section sets out the equivalent data to Section 3 for the 2016 cohort of individual survey
respondents that drew down their loan over Januaryto June 2016. This includes findings related

to the core evaluation objectives on impacts relate d to busine ss start -up and development , and
value for money.

The analysis draws on the evidence provided by the 602 individuals in the 2016 sample , with
consistent approaches to identifying the turnover effects of business  es started -up and develop ed
by beneficiaries , converted to Gross Value Added (GVA), taking into account deadw eight and
displacement effects . Similar to Section 3, GVA is compared to costs to  estimate the value for
money of this sample . A number of key assumptions in the analysis have changed to refl ectthe
later delivery period, including the level of finance additionality and the expected life -time default
rate, with the evidence and background to these changes detailed in the section. Where sample
sizes allow, data for the 2016 sample is also prese nted at a regional level . BCRs cannot be
developed at regional level due to small sample sizes.

It is important to highlight that the data for the 2016 cohort is not compared directly to the
findings from the 2014 cohort , eitherin Year 3or  from previous years of the evaluation. Whilst
consistent approaches have been taken to the analysis, the variation in the characteristics of the

2016 sample compared tothe 2014 Year 3 sample means that any directc  omparisons are not
appropriate and may be misleading. An overall comparison of the key implications is clearly
relevant to informing policy, and is discussed.

Business status

Of the 602 individuals in the 2016 sample, 95% (574) reported that they had started -up a
business, of which 407 started -up after support  from the programme, and 167 came to the

programme with an existing business. For those individuals that came to the programme without
a business that was trading (n=432), the start -up rate was 94%. The start -up rate was

consistently over  90% in all five r egional areas .

For those individuals that had started -up a business either before or after they first approached

the programme , the business survival rate was 88% i.e. 8 8% of businesses were stilltra ding at
the point of the survey in late -2017/early -2018 . There were no significant differences in the
survival rate across  the five regional areas. However,t he survival rate was higher for businesses
that were started -up by individuals be fore they drew down their loan i.e. those individuals that
came tothe p rog ramme with an existing business ( 93%, n=167), than for those that started up

a business after drawing down the loan (86%, n=379) , with all loans drawn down between

January and June 2016

The average turnover of businesses started -up by beneficiaries inthe 2016 sample inthe current
financial year was £113k, expected to increase to £180k in the next financial year . However,
reflecting the relatively early -stage of the businesses  inthe 2016 sample , the average turnover
for those businesses that were s tarted -up by individuals before they drew down their loan was
considerably higher than those that started -up following the loan draw down. The variation is

most pronounced in the estimated turnover in the next financial year (2018/19), as set out in
Figure 4-1.
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Figure 4 -1: Average T/O for trading businesses (2016 sample )
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Source: Year 3 2016 cohort survey Note: the data excludes three outlier s with very high T/O
The average (mean) number of FTEs employed at the time of the survey by businesses trading ,
excluding the owner , was 1.4 . However, over half (60% ) of the businesses reported having no

employees (other than the owner) at the point of the survey.

Figure 4 -2: Number of current employees ( 201 6 sample )
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Source: Year 3 2016 cohort survey

This sai d, over half (53%) of trading businesses expect to increase their employment in the
future, with an average of 2.5 FTEs expected by the end of the next financial year . Linked to this
growth, if expected employment is realised (and all businesses remain tra ding) , the proportion
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of businesses with no employees will be 35% by the end of the next financial year, compared to
60% for the current year.

Gross turnover impacts

The first step inthe  impact assessment involves est abl i shing the gemprated $06 t ur n
date, and expected for the current and next financial years, by businesses started -up or

developed by beneficiaries inthe 2016 sample . This analysis included all firms that had started -

up by the time of the survey and provided turnover data, inclu ding those that subsequently

closed . With a small number of ex ceptions, the data correspond to the 2016/17 (last), 2017/18

(current), and 2018/19 (next) financial years. For the purpose of the modelling, all turnover

data has been allocated to these financ ial years.

As set out in Table 4 -1, the aggregate o6gr oss 6 busimasseostagded -updbg nt i f i e
individualsinthe 2016 sample was around £164 m (i.e.the busin esses started/developed by the

2016 sample are collectively estimated to generate a t otal turnover over three years of
£164 m).32
Table 4 -1: Aggregate gross turnover from businesses started -up/developed by 2016 sample

(201 6/1 7 to 2018/19)

Aggregate T/O generated by

businesses started -up (EK)
Aggregate T/O in 2016/17 (£k) @) 35,024
Aggregate T/O in 2017/18 (Ek) (&70) 49,858
Aggregate T/O in 2018/19 (£k) @&69) 79,242
Aggregate T/O turnover (£k) 164,124

Source: Year 3 2016 cohort survey

It is worth noting that approaching half (48%) of the aggregate total turnover identified by the
2016 sample is expected for the next financial year (in 2018/19 ), rather than generated to date,

with 30% expected for the current financial year, which had not been generated in full at the

time of the survey. This data is adjusted for optimism bias in the subsequent calculations
however it is important to recognise the uncertainty associated with estimates of impact at this
early stage inthe  development of the ir businesses.

Net turnover impacts
The 6égross6 t ur havevbeen adiustgudoc t et & t u rimpacts epplying the same

approach as set out for the 2014 cohort in terms of deadweight, optimism bias, displacement,
and anticipated business survival.

32 This data and all subsequent data on turnover excludes data from four respo ndent s that reported very high
turnover data that would skew the findings substantially, and involved very large year -on-year changes in reported
turnover that are not considered credible e.g. one reported a change in turnover from £750k to £50m in one yea r.
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Deadweight
The evidence base &

The evidence on &elf-r eport ed deafdrwiteei g0 6 Sample is set out in Table 4 -2.
Consistent with the evidence throughout the evaluation on the effects of the programme, timing

additionality was common, with half of those individuals that started -up a business after drawing
down their loan identifying t hat the business would have started later without the programme.
However, full deadweight is also quite high, with a fifth (20%) ofthosethatstarted -upabusiness
after drawing down their loan , and over a quarter (26%) of those that started -up a business
before drawing down their loan indicating that the business would have started -up/dev eloped at
the same time, scale and quality if they had not been supported by Start Up Loans.

Table 4 -2: Self-reported deadweight for the 2016 sample. Re s p o n s m you o viedv, without
your involvement with the Start Up Loans programme, which of the following would have
happened? 6

Started -up Started -up
after before
programme programme
(n= 393) (n= 168 )
The business would not have started/developed at all 19% 9%
The busiess would have started/developed, but at a later da 50% 31%
The business would have started/developed, but on a smalle 3506 51
scale
The business Woul_d have started/developed but would have 26% 3206
been of lower quality
The business would have stagtup/developed at the same 20% 26%

time, scale & quality
Don't know 5% 1%

Source: Year 3 2016 cohort survey

Applying the approach discussed in the previous section, the average additionality ratio was
0.52, suggesting that approaching a half  of the gros s turnover effects would have occurred

anyway. Put another way, just over half  of turnover effects  generated by businesses started -up
by individuals in the 2016 sample are estimated to be additional, before accounting for
displacement effects, based on the self -reported evidence.

Three further points are highlighted:

1 the average a dditionality ratio was consistent across the five regional areas, in the
range of 0.49 to 0.54 suggesting a broad level of consistency in self -reported
additionality by individu als across the UK

1 consistent with the higher level of full deadweight and lower full additionality set out
in Table 3 -2, the average additionality ratio for individuals that star ted -up a business
before they drew down their loan was lower at 0.48 (n=16 5) than for those that
started -up after drawing down their loan at 0.54 (n= 385)
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1 the average additionality ratio was higher for individuals with loans of less than £8k
at 0.5 6 (n= 237), than those with loans over £8k at 0.51 (n= 258).

... adjusting the gross da  ta

Applying the respondent -1 ev el additionality ratio to each relevan
data, and aggregating this net data across all relevant respondents, provides a turnover effect

adjusted for self -reported deadweight from the 2016 sample of £64.2 m.

This deadweight adjusted turnover value is equivalent to 39 % of the gross data, lower than the

0.52 average non -deadweight ratio would suggest. This is owing to individuals that reported

businesses with high levels of turnover reporting relativel y low levels of additionality. For

example, of the ten individuals that reported the highest gross turnover over the three -year

period (that collectively accounted for 20 % of the total gross value of  £164m ), seven reported
full deadweight.

Optimism bias

The evidence base &

As set out above, approaching 80% of the gross turnover impact reported was expected ( i.e.
forecast to be generated in the current or next financial year) rather than achieved. Consistent
with the approach for the analysis of the 2014 c ohort , a 20% optimism bias has been applied to
the data for the current and next financial year to account for the potential optimism bias in the

estimates provided by survey respondents

€ adjusting the gross dat a

Applying the optimism bias of 20% to expected turnover  effects (following the adjustment for
self-reported deadweight) provides a turnover impact accounting for self -reported
deadw eight and optimism bias fromthe 2016 sample of £53.8 m.

Displacement

The evidence base &

The survey captured d ata on the location of sales, levels of competition in their main markets,

and whether competitors would take up the ir sales if they ceased trading for the businesses
started -up by individuals in the 2016 sample . The data are set out below in Table 4-3, Table 4 -
4 and Table 4-5. Key findings include:

1 The businesses are  generally securing sales locally or elsewhere in the UK, although
around 1 1% of turnover generated is fr om sales outside of the UK ; this helps to
reduce the level of potential displacement i n the UK . T he level of overseas sales was
particularly high for individuals based in London where 20% of sales (taking into
account the scale of turnover) were from outside of the UK, with 12% for businesses
started by individuals in the South of England
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1 Approaching a quarter of respondents believe that the level of competition they face
i s Over y.Thisit e gheramlLondon thanin other regions, although the difference
is only significant (at the 10% level) between London ( 32%) and the devolved
admi nistrations (15%) in terms of intense competition

1 Around 40% of individuals believe that all of their sales would be taken by competitors
if they were to close . London again appears to be the outlier, at 34%, which likely
reflects the higher level of expo rts meaning that these sales would not be taken by
their direct competitors in the UK

Table 4-3: Proportion of sales in local area, rest of the UK and outside the UK for the 2016
sample (n= 484)
(B) Proportion of current

(A) Average proportion

sales
Local 66% 58%
Rest of the UK 25% 31%
Outside the UK 9% 11%

Source: Year 3 2016 cohort survey

Table 4-4: Level of competition experienced in markets data for the 2016 sample

Devolved North of South of
Total Admin London Midlands England England
(n=442 ) (n =53 ) (n=79 ) (n=79) (n=108) (n=123)
Very intense
competition 23% 15% 32% 23% 24% 21%
Intense
competition 25% 34% 23% 24% 24% 25%
Moderate
competition 36% 28% 30% 39% 36% 40%
Weak competition 11% 11% 13% 8% 14% 10%
No competition at
all 4% 8% 1% 6% 2% 4%
Dondét know 1% 4% 1% - - -

Source: Year 3 2016 cohort survey

Table 4 -5: Perception of what proportion of sales would be taken by competitors if the business
was to close for the 2016 sample

Devolved North of South of
Admin London Midlands England England
(n=53) (n=79) (n= 79) (n=108) (n=123)
Yes, all of our sales 41% 42% 34% 46% 42% 41%
Yes, some of them 32% 30% 41% 25% 33% 32%
No, ncone would
take up our sales 20% 19% 16% 24% 19% 21%
Don't know 7% 9% 9% 5% 6% 6%

Source: Year 3 2016 c ohort survey
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The responses to the questions above have been used to identify a displacement ratio for each
respondent where possible (using the BEIS/British Business Bank methodology for calculating

displacement), and then an average displacement value fo r three groups of beneficiaries: fully
additional new firms; partially additional new firms; and existing firms. 3% The average level of
displacement across these three groups was 57%, i.e. 57% of the turnover generated by

businesses started -up by individual s in the 2016 sample was estimated to be taking market
share away from other UK -based firms with whom they are competing.

€ adjusting the gross dat a

Applying the estimate of displacement provides a turnover impact accounting for self -
reported deadweight, optimism bias and displacement from the 2016 sample of
£23.6 m.

Business survival
The evidence base ¢é
The latest data from ONS on business survival rates have been used to adjust the aggregate

turnover for 2017/18 ( 93%, reflecting one -year survival after  the current year ) and 2018/19
(76 %, reflecting two  -year survival after the current year ).3* Data from 2016/17 have not been

adjusted in the main case impact analysis as this turnover had been realised in practice , and so
inherent survival rates of the grou p of respondents was taken into account as part of the data
reported .

€ adjusting the gross dat a

Applying the business survival rate for expected turnover, provides a net turnover impact
accounting for self -reported deadweight, optimism bias, displacemen t and business
survival from the 2016 sample of £20.4 m.

Summary of net turnover impacts

The analysis set out above indicates a net impact in terms of turnover generated by businesses
started -up by the 2016 sample of approximately £20m over the 2016 /17 to 2018/19 period

33 The three categories are based on the information provided in the survey on whether the business was trading prior

to approaching Start Up Loans , and in response to the questions on additionality in the Year 1 survey. Those

individuals that indicat  ed they did not have an existing business when approaching the programme and that identified

fulnon -deadwei ght are classified as 6énew fully additional 6; those indi
existing business when approaching the programm e and indicated partial deadwei ght are cl a
additional é6; those individuals that indicated they came to the prog!
6existing firmsd.

34 ONS, Business Demography 2016.
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Value form oney assessment for the 201 6 cohort
GVA estimates

The turnover data has been converted into GVA estimates applying the same approach as set
out for the 2014 cohort , with a 45% turnover to GVA ratio and adjusting for inflation an d
discounting. The estimated net turnover data for the next financial year provided in the survey

has also been assumed to persist for a further three years to provide the six -year modelling
period (consistent withthe 2014 cohort ), which was adjusted for anticipated business survival.

This analysis providesa  net GVA impact for the 2014 sample of£ 14.9 moverthe 2016 /17
to 2021/22 period . The build -up over time (with 2019/20 to 2021/22 based on persistence of
the data from 2018/19, adjusted for business s urvival) is set out in Table 4 -6.

Table 4 -6: Net GVA impacts from the 2016 sample

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

Annual GVA (£k) 2,399 2,676 3,424 2,604 2,082 1,707

Cumulative GVA (£) 2,399 5,075 8,499 11,103 13,185 14,892
Source: Year 3 2016 cohort survey

Cost estimates

Approaches to estimates

Exchequer Costs and Economic Costs have been derived for the 2016 sample consistent with the
approach setoutforthe 2014 Year3sample ,with three revisions. Fi rst, based onev idence from
the British Business B ank, the re -payment rate forthe 2016 sample isestimat edto be 60% (i.e.
a 40% default rate by 2021/22 ).

Second, finance addit ionality fo r Economic Costs is estimated at 67%. The starting point for the
assessment of fina nce additionality was individuals in the 2016 sample that indicated they
actively consider ed or applied for finance from a bank or mainstream finance provider to start -
up or develop their business b efore or at the same time as applying to the Start Up Loan s
programme where the outcome of this application was known at the time o f the survey. Of this
group (n=111), 61% had applied unsuccessfully suggesting finance additionality of the Start Up
Loans support. This 61% has then been adjusted to take into accoun t evidence from individuals
that did not consider or apply for bank/mainstream finance but provided a reasonable
explanation why this was the case, that suggests finance a  dditionality for the programme. The
reasons were: assumed a bank would refuse an appl ication; were unable to afford the
interest/re -payment levels; lacked confidence in the business idea; did not know how to

approach a bank; did not know which bank to approach; had a poor credit history; low cost of
starting this type of business; not awar e of what finance options are available; and b usiness in
early stages of development . In all, around 4% of the  sample identified at least one of these
reasons. A range of other reasons were also provided that are harder to judge in terms of finance
additio nality , but have been included to take into account potential factors that may prevent
tak e-up of bank finance , including individuals not wanting to take on additional debt/risk . This
adjustment provides an overall estimate of finance additionality of 67%.
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In this context, it is worth n oting that approximately two -thirds of individuals in the 2016 sample
(65%, n=602) reported that they did not actively consider or apply for any other source of
external finance to start  -up or develop before or at the samet ime as applying to the Start Up
Loans programme . Put another way, only around a third of individuals survey ed had considered
other sources of funding prior to approaching the programme. This is notable given the reported

improvement s in the assessment proc esses, whereby individuals were expected to  prove they
were not able to access other forms of funding in order to secure support from the programme.

Although care must be taken with direct comparisons given the changing characteristics of
supported individ uals and external economic and access to finance conditions, the equivalent
proportion of individuals that actively considered and/or applied for external finance sources

other than Start Up Loansto start -up ordevelop their business inthe firstyearof the evaluation
I covering the 2014 Year 1 sample (n=959) i was 24%. This does suggest there has been a
shift towards individuals seeking other forms of finance as the programme has evolved, but in

most cases, Start Up Loans appears to remain the only sourc e of external finance considered.

Third, the non-lending costs, covering the costs associated with the deliver y of the programme
by Delivery P artners (including the pre -application support, mentoring support and
administration ) were estimated at £ 1,287 based on data provided by the Start Up Loans
Company for delivery over the 2015/16 and 2016/17 periods from which the 2016 sample is
drawn. This was lower than the average used for the 2014 sample (£1,617) reflecting the
efficiencies in programme management a nd the reduction in fees provided to Delivery Partners

per loan (to cover non  -lending support ).

Estimated costs

The discounted Exchequer Costs and Economic Costs over the modelling period for the 2016
sample aresetoutin Table 4-7. Thecosts are c.£2.5m for Exchequer Costs and Economic Costs

Table 4-7: Estimated Exchequer and Economi ¢ Costs 1 annual /cumulative forthe 2016 sample

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

Exchequer Costs

i annual (£k) I 1,069 9% e °%8 e
Economic Costs 1 1,055 444 390 308 239 116
annual (£k)

.|.Excheque_r Costs 6,191 5,122 4,187 3,450 2,882 2,606

I cumulative (£k)

Economic Costs i 1,055 1,498 1,888 2,197 2,436 2,552

cumulative (£k)
Source: SQW analysis
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Value for money estimate for the 2016 sampl e

Comparing the GVA impacts to Economic Costs set out above provide a Benefit Cost Ratio (BCR),

of around 5.8 :1 (i.,e. £ 14.9 min GVA for around £ 2.5m in costs). Weighting the survey data to
account for the lower level of individuals in the survey cohortin arrears relative to the population

(12 % in the 2016 sample compared to 20% in the 2016 cohort overall ) revises down the GVA
estimate to £14.5m, with an arrears adjusted BCR (on Economic Costs) of 5.7:1. The data are
set outin Table 4-8.

Table 4-8: BCRs forthe 2016 sample

GVA impacts BCR: Exchequer BCR: Economic
(Ek) costs costs
Unadjusted impacts 14,892 5.7 5.8
Impacts adjusted for 14.453 55 57
arrears

Source: SQW analysis

Scaling -up the findings to the population

The analysis set out above is based on the findings of the 2016 sample , and the 598% loans
drawn down by the sample . Not all the loans drawn down contributed to the GVA impact. For
example, some individuals have yet to start a business, and some individuals reported that the

busines s did not have a full financial year of trading; however, we would also expect this to be

the case on the evaluation population as a whole.

The findings from the sample have been scaled -up to the cohort as a whole of around 3,4 50
loans drawn down over the  January to June 2016 period. Consistent with the approach to the
2014 cohort, the  scaling -up approach adjust s for the difference in the rate of arrears between

the survey sample and the cohort as a whole , given the differences in performance between

respo ndents with loans in arrears and those not in arrears . The analysis is set out in Table 4-9
below.

This analysis identifies  a net GVA impact of the population from the 2016 cohort (that is,
the loans drawn down between January and June 2016 Jof £ 85m.

The estimated costs of the loans (applying the same adjustment factors and assumptions as
used for the 2014 cohort, but a 40% default rate) is £15.0m in terms of Economic Costs. This
provides a BCR for the 2016 cohort of 5.7:1, consistent  with the sample dat a.%

35 Excluding ou tlier s.

36 The average loan value for the 2016 cohort at £10,390 is consistent with the sample of £10,550 , meaning this does
not impact on the scaled  -up BCR estimate.
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Table 4-9: Scaling -up of GVA findings for the 2016 cohort

Stage of analysis Metric

Net effects 14,891,770

'Y X 2F ¢gKAOKarrea2Y f2Fya y2i 13,703,688
Y X 2F 6KAOK FTNRBY f2Fya Ay | N 1,188,083

C: Number of loans not in arrearssurvey cohort 529

D: Number of loans in arresin survey cohort 69

E: Average GVA effect from loans not in arréais'C) 25,905

F: Average GVA effect from loans in arrgsi/D) 17,219

G: Number of loans in population not in arrears 2,821

H: Numberof loans in population in arrears 717

I: GVA generated by loans not in arrears (=E*G) 73,077,699

J: GVA generated by loans in arrears (=F*H) 12,345,731

Total GVA (I+J) 85,423,430

Source: SQW analysis

Commentary  on impact and value for money for the 201 6 cohort

The findings from the self  -reported evidence for the 2016 cohort are positive. The analysis
suggests that, based on the self -reported evidence from  the survey sample , the programme will
generate a benefit in terms of GVA effects from businesses st arted -up that outweighs
substantially the costs of programme delivery, taking into account both the loan and non -lendi ng
costs for Delivery Partners. The scale of the impact is also substantial, with an estimate of the
net GVA impact of the population from loans drawn down over this period of £85m.

The BCR estimates from the 2016 cohort are high relative to the evidence from the 2014 cohort
and previous years of the evaluation, ataround 5.5:1t0 5.7:1 for Exchequer Costs and Economic

Costs resp ectively. A range of inter -related factors appear to be driving this performance
including : the characteristics of the individuals that drew down loans over this period , that were
on average older and more likely to be in employment prior to the programme than for p revious
cohorts; the nature of the loans drawn -down, with an average of over £10k and many over
£20k; and in turn the scale of the businesses that have been started -up, with an average
turnover in the current financial year of £113k, expected to increase t 0 £180k in the next
financial year . Alongside broadly consistent evidence on start -up rates and additionality, t hese
factors all have pushed up the scaleo  fthe benefit from the programme . These factors have been
accompanied by some reductions (relative to  the 2014 cohort ) in the estimates of costs of the
programme, most notably an assumed re - payment rate of 60% for the 2016 cohort (compared
to 50% forthe 2014 cohort ) based on evidence from BBB/SULCo, lower finance additionality (at
67%), and a reductioni nthe non -lending costs as a result of efficiencies in the delivery of the
programme across the Delivery Partner ne  twork.

Take n together, these factors have led to an improvement in the observed value for money of

Start Up Loans, as covered in the value for money model based on turnover generated by
businesses started -up by supported individuals. This assessment does not cover wider
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perspectives on the value for money and impact of the programme related to supporting

individuals that are not able to acces s finance and its wider social effects  , and the lower finance
additionality (at under 70%) may reflect that individuals supported by the programme that drew
down their loans in the January -June 2016 period were more likely to be able to access other
forms of finance comparedto previous cohorts.

This is consistent with the changing characteristics of the individuals supported by the
programme, for example, with more older individuals, with fuller employment histories, which

may help to reduce the assumed r isk in lending from commercial providers. This said, itis notable
that only a third of individuals in the 2016 sample had considered or applied for other sources
of funding prior to approaching the prog ramme; this is lower than may be expected given that

individuals are expected to prove they were not able to access other forms of funding in order
to secure support from the programme

Further, drawing on the findings of the main value for money analysis, exploratory analysis was
completed that sought to take account of distributional effects, reflecting that part of the
rationale for the programme was to address equity issues, with self -employment and enterprise
seen as a way to improve in  di vi dual s econoiddo ths,rthesaue ot money
analys is 1 as reflected in the Benefit Cost Ratios (BCRS) T was re -run using distributional weights
based on the income of beneficiaries when they first considered starting up a business, before

their engagement with the programme. The headline findings of the a nalysis are set out in Table
4-10 (see Annex B for details on the methods and approa ch). These findings are regarded as
exploratory , particularly as the approach is based on combining data on individual (personal
income) and bu sinesses (net turnover effect S).

Table 4 -10: Income adjusted benefits and BCR

Cohort Economic GVA benefits BCR without GVA benefits with BCR with
costs (£) without income income income weighting income
weighting weighting adjustment (£) weighting
adjustment (£ adjustment
2014sampe
5,615,320
G Year 2 1,400,446 4,226,924 3.0 4.0
survey (+33%)
group®
18,975,426
2016sample 2,552,089 14,891,770 5.8 7.4
(+2P0)

Source: SQW analysis

The analysis suggests the  value for money of the programme is higher once the pre - programme

income of t he beneficiary is taken into account , for both 2014 and 2016 . The effectis more
pronounced for the 2014 sample (using datafrom Year2 given sample sizes), with a 33% uplift

in the net GVA effects , given a higher share of individuals in this group in the lowest income

37 The Year 3 survey group for the 2014 Cohort has a relatively small sample size (n=107 ) and the characteristics of

the survey group are very different to the population. The analysis was therefore undertaken using Year 2 evidence

where the sample size was larger (n=331) and the characteristics were less divergent from the population. Also n ote

that the BCRs o6without income weightingd exclude consideration of
population is not known, meaning that it is not possible to adjust for arrears rates.
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bands . The income adjustment does not fully close the difference in BCRs b etween the 2014 and
2016 samples as other factors such as more efficient programme delivery and lower rates of

expected default influence the BCR for the 2016 sample . However, the exploratory analysis does
highlight the economic and soci al value of t he
individuals, as part of the overall service offer , With improved value for money when the income
distribution of beneficiaries is considered.

The relationship between business performance and arrears

The survey s uggest s a relationship between the level of arrears and business performance. The
arears rate in March 2017 for the 2016 sample was 12% (i.e. 12% of individuals were in arr ears
at this point). This increased to 30% for those individuals that had started -up a business that
had subsequently closed (n=66). The average turnover for businesses started -up by individuals
that were not in arrears was also higher than those that were (E116k compared to £71Kk). It
should be noted that the direction of causality is not clear from the data.
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Section 5: Evidenceone mployment and personal
development outcomes

Key findings

il

The self -reported effects of the programme on the long -termjob pr ospectsand confidence
both in business and more widely are positive for both the 2014 Year 3 sample and the
2016 sample . N otably, over three -quarters of individuals in both groups reported  positive
effects from Start Up Loans ontheir  view of their long-term job prospects .

The programme has supported individuals to transition from unemployment into self -
employment and employmen t. Forthe 2014 Year 3 sample , aquarter ofthe survey group
were unemployed prior to the programme, this had reducedto 6% byt he Year 3 survey.
Of the individuals that identified as self -employed in the Year 3 survey that were not self -
employed when they  first consider ed starting -up a business, around a third thought they
would not be in self -employment without their involvement in Start Up Loans

The data on transitions for the 2016 sample reflect the changing characteristics of
individuals supported , with 20% unemployed before they drew down their Start Up Loan ;
this had reduced to under 5% by the point of the survey. Looking s pecifically at the
transitions of those that were unemployed pre -programme, of the 83 individuals that
moved from unemployment to self -employment/ full -time employment, over a third
attributed t his to the programme . This is equivalent to 27% of all those th at were
unemployed pre-programme , and 5% ofthe 2016 sample as a whole.

Scaling -upthe sample datatothe 2016 cohort asawhole suggeststhe loansdrawn down
over the January -June 2016 period may have led to 240 individuals moving from
unemployment into self-employment /full -time employment. This has the potential to
generate Exchequer Savings through reduced benefits claims of up to around £900k p  .a.
The evidence on the value of pre -application and mentoring for the 2016 sample was
broadly consistent with the evidence from the 2014 sample inpreviousyears . The support
was generally valued highly by individuals, and there were self -reported benefits from
both pre -application support and mentoring on skills and confidence. However, the survey

suggests participation in mentoring may have reduced over time ; this  may reflect the
characteristics of the more recent cohort surveyed, as older and more experienced

business owners have tended to be less likely to take up mentoring.

From the survey feedback and ¢ ase study work, it was evident that the mentoring offer

to individuals has remained varied across Delivery Partner s, and there have been
examples whereby Delivery Partners have drawn on the wider business support landscape

to provide advice and mentoring t 0 beneficiaries. Two consistent messages across the
evaluation period have been that a significant minority of individuals did not understand

the potential value of mentoring, and that approaching 20% of individuals supported by

the programme have not been offered mentoring support.

Overall satisfaction with Start Up Loans is high, with a Net Promoter S core of 50 -60%
across thetwo survey samples ;this appears to perform well against benchmarks of other
finance providers.  Higher s atisfaction with the progr amme was associated with certain
aspects of i ndi vi dinchudling 6 thosextpae had ¢aken ep pre -application
support, and for those using more hours of mentoring. Satisfaction was also higher for
those that had a business that was still trading, relative to th ose where the business had
closed; this is not unexpected but indicates satisfaction with the programme is reliant on
external factors that it cannot control fully.
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Coverage

This section sets out the findings from the evaluation related tot  he employment and  personal
development outcomes , for boththe 2014 Year 3 sample andthe 2016 sample . It also provides
evidence on overall satisfaction with the programme from these groups. For the 2016 sample

only, the section summarises the evidence on p rogramme improvement  , thereby addressing  the
supplementary research objective on  pre-application support and mentoring.

Employment outcomes

Approach

Alongside supporting the creation of new businesses, one of the original objectives of the
programme was to improve the employment prospects of individuals, regardless of whether the

specific businesses started -up w ere successful. Evidence on the employment outcomes of the
programme has been considered in the evaluation via:

T analysis of the Osimpiloryam®e nex pgearainenced by i ndi

programme, including the employment status of individuals before and after their
engagement

1 analysis of the self -reported effects of the programme on wider employability factors
and issues, includingin di v i d wmagl-tsrd jold prospects and confidence

The evidence on these two perspectives on the employment effects of the programme is se t out
below, for the 2014 cohort and 2016 cohort respectively.

2014 cohort
Employment transitions

The 2014 Year 3 sa mple were asked in Year 1 of the tracking survey (in 2015) what their
employment status was at the time they first gave serious though t to starting -up the business
for which they secured the Start Up Loan .38 As set out in Table 5-1, at this point half (50%) of
the sample were in employment (mainly full -time employment), and approaching a quarter
(24%) were unemployed. By the point of the Year 3 survey, the proportion of the sample that
was unemployed had reduced to 6% , with those identifying as self -employed (including those
that were proprietor s/business owner s) representing over 60% of the sample

38 Note this is different from the data drawn from SULCo monitoring data on their employment status when they
approached the programme ; this explains the variation to the data set out in Table 2 -landinthesub -secti on
t wo populationso in Section 2.
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Table 5 -1: Employment  status before and after engagement with the programme for the 2014
Year 3 sample (n= 107)

Status when first gave
serious though t to starti ng -

Status at point of survey
(post - support)

up business (pre - support)
Employed 50% e
srf)li)?irgg%iiir?;ss owner 19% o
Unemployed 24% 6%
Other % S

Source: Year 3 2014 cohort survey

Of those individuals  in the 2014 Year 3 sample that identified as self -employed specifically 2° in
the Year 3 survey that were not self -employed when they first gave serious though t to starting -
up a business (n= 37), just over a third (14) thought they would not be in self -employment if
they had notbeen involved inthe Start ~ Up Loans programme , with most thinking they would be

in employment instead. It is worth  noting that th e survey suggest ed that some individuals
supported by Start Up Loans that were running a business that continue d to trade were also
engage d in other employment activity. The 30 individuals in the 2014 Year 3 sample that

identified their current employment status as @mployed 6 (ei ther full tinclhaded or

23 that reported  that the businesses supported by Start Up Loan s were trading and that they
remain involved with them . Of this group (n=30), a third indicated that under a half of their
annual gross income  was derived from this business, suggesting that other employment was
responsible for the majority of their income. This i s consistent with  the evidence from the Year

2 evaluation, where around a third of the beneficiary sample (atth e time of the Year 2 survey)
that were still involved in their business supported by the programme were engaged in other
employment/educa tion/tr aining activities, most commonly a full -time or part -time position with

a separate employer

This said, the data also highlight ed the challenges in definitions around employment status; a

similar number of individuals in this group that had identified as employed (rather than s elf-
employed or a proprietor/business owner ) derived all of their annual gross income from the
business started -up.

The Delivery Partner survey reiterated that Start Up Loans supports individuals to transition from

employment into self-employment, and unemployment into employment/self -employment.
Respondents suggested that these transitions support both the reduction of people who would
have otherwise remained in low -paid unemployment, and those claiming unemployment

benefits , with one respondent expressing  how Start Up Loans has  had;

fia significant impact o n getting unemployed, returning parents and the
di sadvantaged to start a new | ifebo
39 Excluding those that identified as a propriet or/business owner as this category was not included in the Year 1

survey .
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Wider employability

Allindividualsinthe 2014 Year 3sample were asked whether the programme has had a positive,
neutral or negative effect on three employability issues: their long -term job prospects (as they
perceive it), their ~ confidence in running and managing a business, and their personal confidence
outside of business . The findings are set  outin Table 5-2.

Positively, 80% reported that the programme has had a positive effect  on their long -term job
prospects , wi th a Oneffectépocfi t7T&% (i .e. the preffgetaasponsesn o f
minus the negative effect responses ). The effe cts on business and personal confidence were also

highly net positive, particularly in terms of confidence in running and managing a business A
lower net positive effect on personal confidence i s not unexpected g iven the focus of the
programme. This said, the results on the perceived effects of the programme o n personal
confidence outside of business are still encouraging, with increased personal confidence

potentially leading to effects on employment outcomes over the long -term , and more widely to

individ ual well -being and quality of life

Table 5 -2: Self -reported effects of the programme on employability issues for the 2014 Year 3
sample (n=107)

Long -term job Confidence in Personal
prospects running and confidence outside
managing a of business
business

Positive effect 80% 74% 62%
Neutral/no effect 17% 22% 37%
Negative effect 3% 4% 1%
Net positive effect 78% 70% 61%

Source: Year 3 2014 cohort  survey

2016 cohort
Employment transitions

The employment status of individuals in the 2016 sample when the Yy first gave serious  thought
to starting -up a business (prior to approaching Start Up Loans ), and at the point of the survey
following support is set out below. The data indicate a reduction in the proportion of individuals
that are unemployed (from 20% do wn to 4% ), and an increase in self  -employment and those
who are p roprietor/business owner s. As may be expected 1 with individuals moving from
employment to start  -up their own business T there has also been a decline in the proportion of
individuals that we re employed, although again care must be taken with this analysis given the

potential overlaps between self -reported employmenta nd self -employment status.
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Table 5 -3: E mployment status before and after engagement with the programme for the 2016
sample (n=602)

Status when first gave serious Status at point of survey
though t to starting -up business (post -support )
(pre -support )
Employed 52% 32%
Selfemployed 20% 47%
Unemployed 20% 4%
Proprietor/business
owner 1% 15%
Other 7% 1%

Source: Year 3 2016 cohort survey

With the larger sample size for the 2016 sample , itis possible to track the volume of movements
from one employment status to another employment status , with the findings set outin Table
5-4. The most common transition, for 136 of the indiv iduals , was moving from employment to
self-employment  following support from the programme . Atotal of 1 04 individuals , equivalent
to 17% of the 2016 sample , moved from unemployment into either employment (32) , sel f-
employment (58) or a role as a proprieto r/ business owner (14) after their engagement in the
programme . Note the table does not include those individuals where the employment status

remained the same (i.e. employed both before and after the programme , these are marked with

a fic in the table

Table 5 -4: Transition from types of employment for the Year 3 sample  (n=602)

Employed Self Proprietor/

From D employed  business owner JmEEEEe Other

Employed

Selfemployed

Proprietor / business
owner

Unemployed 32
13

Source: Year 3 2016 cohort  survey

This shift of approaching a fifth (17%) of the 2016 sample from unemploymentinto employment,

self -employment or role as a proprietor/ business owner highlights the potential contribution of
the programme in supporting improved employment outco mes for supported individuals. The
significant movements from employment to self -employment or a role as a proprietor/ business
owner also highlights how engagement in the programme has suppo rted individuals to make
decisions around their employment status and aspirations.

Other factors may also have influenced these decisions . Indeed, the broader surge in self -
employment inthe UK since the economic downturn indicates that these employment tr ansitions
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have been taking place within a context of wider similar trends %% The survey therefore also
sought to identify the role of the programme in this transition for those individuals that had

movedintos elf-employ ment aftertheirengagement  withthe programme (n=211) .Theevidence
suggests that the programme made a notable contribution:  45% of thisgroup  reported that they
would not now be in self -employment if they had not been involved with the Start Up Loans
programme, and a further 6% did not know if they would be in self  -employment . Of those that
did not think they would be in self -employment or did not know (n=106), most (72%) felt they
would be in full or part  -time employment, and 13% felt they would be unemployed.

Looking more specifically at the transitions of those unemployed when they first gave serious
thought to starting  -up a business ( prior to approaching the programme ), of the 83 individuals
that moved from unemployment to self -employment or full -time employment, the survey
suggests that  39% attributed their current status to the programme. In aggregate this was 32
individuals in the 2016 sample that were unemployed pre  -SUL and are now not unemployed as

a result of the programme. This is equivalent to 27% of all those that were unemployed when
they first gave serious thought to starting -up a business ,and 5% ofthe sampleasa whole.

The scale of th is effect may appear modest  , however, scaling -up the datatothe 2016 cohort as
a whole (where there were approaching 900 people unemployed be fore they approached the
programme), suggests that the loans drawn down over the January -June 2016 period have led
to 240 individuals moving from unemployment into self -employment or full  -time employment. 4

Further to the bene fits for the individuals, this may also have wider effects on reducing take -up
of unemployment benefits (where these are taken -up in full) , leading to Exchequer Savings
Assuming that the 240 individuals that are estimated t 0 have moved from unemployment were
previously in  receipt of J ob Seekers Allowance, with a weekly allowance of up £ 73.10 #?, this
would equate to an annual saving in terms of claimant benefits of approximately £914,000.

Projecting this forward to the end of the modelling period to 2021/22 , andincluding effects from
2017/18 (i.e. the current financial year), would provide an aggregate saving of £4.6m in benefits
claimants , from the 2016 cohort.

It is important to bear in mind that some of these individuals may have moved into some form
of employment without the progr amme, although the estimates are based on the survey cohort
where the individuals attributed their move from unemployment into self -employment/full time

40 From March to May 2008 to March to May 2018, self -employment increased from 3.86 million workers to 4.79

million workers, an increase of 24.2% compared to an equivalent increase of 6.9% in employees.  See Labour market
economic commentary: July 2018

(https://www.ons.gov.uk/employment andlabourmarket/peopleinwork/employmentandemployeetypes/articles/labourm
arketeconomiccommentary/july2018 ). The ONS also published data on labour market transitions, setting out flows

between different labour market statuses from the Labour Force Survey (L FS). We have not sought to compare this

LFS data to the findings from the survey of programme beneficiaries as the 2016 sample is not considered to be

representative of the labour market as a whole. Individuals in the 2016 sample were explicitly seeking to transition
from one status to another through starting -up a business, making comparisons in terms of the flows between labour

market status for the labour market as a whole inappropriate.

41 Note, the data on the wider population is based on CRM informatio n regarding employment status at the time the
individual first approached the programme, not when the y first gave serious th  ought to starting up a business.
However, this has been used as the most appropriate proxy for pre - SUL employment for the wider popu lation, where
survey evidence is not available.

42 hitps://iwww.gov.uk/jobseekers -allowance

64


https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/labourmarketeconomiccommentary/july2018
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/labourmarketeconomiccommentary/july2018
https://www.gov.uk/jobseekers-allowance

Research Report

employment to the programme. As such, the data may over -estimate the scale of potential
Exchequer Savin gs and should be regarded as indicative only.

Wider employability  issues

The findings fromthe 2016 sample on the effects of the programme on employability issues are
set out in Table5 -5. The reported effects for the 2016 sample were very similar to those for the

2014 sample . Over three -quarters of individuals in the 2016 sample reported that the
programme has had a positive effect on their long -term job prospects, with a 06n
of 73% . The results were also strongly net positive on confiden ce, particularly in terms of running

and managing a business.

Table 5-5: Self-reported effects of the programme on employability issues forthe 2016 sample
(n=602)
Long -term job Confidence in running Personal
prospects and managing a confidence  outside
business of business
Positive 76% 74% 60%
Neutral 20% 22% 34%
Negative 3% 3% 4%
52y Q i 1Y 1% 1% 2%
Net positive 73% 71% 55%
Source: Year 3 2016 cohort  survey
There were no significant variations by region on the net positive data for any of the thr ee
employability issues. However, for individuals in the 2016 sample , there is some evidence that
mentoring was associated with  the self -reported effects of the programme on confidence , both
inrunning and managing a business and in terms of personal confi dence . As setoutin Figure5 -
1,the 6 net p oeffects dom anfidence were significantly higher for those individuals that had
been provided with mentoring support. This does not necessarily imply causality. There was no
significant variation in terms of the effects on long  -term job prospects  between those that had

and had not received mentoring support
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Figure 5 -1: Net positive effects on employability issues by mentoring take -up for the 2016
sample
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Source: Year 3 2016 cohort survey

The e vidence also indicated that the dédnet positived effects onwetehe

significantly higher for individuals aged 18 -30 than for those aged Over 30. The differen ce for
long -term job prospects between the two age groups was not significan t. This is perhaps not
unexpected, with the programme helping to develop the confidence of younger individuals, and

the findings remain ed strongly net positive even for those individual s aged over 30 that are
engaged with the programme.

Table 5 -6: Net po sitive effect of the programme on employability issues by age group for the
2016 sample
Long -term job Confidence in Personal
prospects running and confidence outside
managing a of business
business
Aged 18-30 (n=211) 76% 76% 63%
Aged over 30 (n=390) 71% 68% 52%

Source: Year 3 2016 cohort survey

Programme improvement fin dings for the 2016 cohort

The survey for the 2016 sample gathered evidence to provide an assessment of the value of
pre - application support and mentoring support.

The key messages regar ding pre -application support include  d the following

1 86%of the sample received some form of pre - application support , and 14%
did not . Face-to-face support (e.g. meetings, one to one sessions, workshops ) were
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the most common form of support received , but telephone and online support w ere
also common , and around a fifth of individuals across the sample were involved in
events/seminars that involved one -to-many application support. Pre-application

support commonly involved more than one method: 64% of those that receiv ed pre -

application support (n=

T The volume of

pre -application

517) reported at least two forms of support.

support varied substantially

. Approaching half

that this involved under five
-application support (n=517).
which were reported in
Delivery Partner delivery models.

(47%) of the individuals that received support reported

hours of support ,but14% received over 21 hours of pre
This reflects the varied needs and expectations of individuals,
the case study research  and different

1 The effects of pr e-application support were most evident in terms of
improving understanding of business planning amongst individuals.
75% of individuals that received pre -application support reported that it improved
their understandi of b u sdt positveseffgpt! @ (thase ageeingwi t h  a

Over

ng

min us those disagreeing) of 60%. This

was a core focus of the pre

-application support

approach so is not unexpected. Effects on understanding of financial management

and market opportunities were also positive (see Tabl e 5-7).
Table5-7: Response to: 6To what extent did vyoappliaajonee or di
support led to improvements in the fol |l dwihe2§16 aamplea s =517 )

Improved my Improved my Imoroved m
understanding of understandin g of P my
X ; understanding of
market financial : .
o business planning
opportunities management
Agree strongly 14% 17% 20%
Agree 43% 51% 56%
Neither agree nor 0 0 0
disagree 16% 9% e
Disagree 23% 20% 15%
Disagree strongly 3% 2% 1%
Net positive 32% 45% 60%

Source: Year 3 2016 cohort survey

The key messages regarding mentoring support include  d the following

1 Mentoring support was offered to most, but not all individuals. 80% of the
2016 sample reported that they had been offered mentoring support, with 17% (in
aggregate terms, 100 of the 602) reporting they had not been offered mentoring
support (3 % did not know).

91 Half of individuals offered mentoring had taken -up the su
of the surve y (51%) . The take -up rate for mentoring was higher for individuals
aged 18 -30 (at 62%) than those aged over 30 (46%), for female beneficiaries (64%)
compared to male beneficiaries (44%), for individuals with lower loan values (e.g.

76% for those with loans under £3k, compared to 39% for those with loans over £8k) ,
and for individual s that were unemployed when they approached the programme

pport by the point
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(68%) . A significant minority (40%) of those offered mentoring chose not to take it
up, with 8% indicating that theyintend ed to use mentoring in the future.

1 Overall participation rates in mentorin g for the 2016 sample in full were
40% , and are likely to remain at under 50% . Takinginto account the full survey
sample, including those that were not offered mentoring, individuals that have
received mentoring support account ed for 40% ofthe sample (244 out of 602). Ifthe
39 individuals that intend ed totake -up mentoringinth  efuture do so, thiswould bring
the proportion of the survey sample that have received mentoring to 47%.

1 Themost common reason individuals did nottake up mentoring sup portwa s

that they felt they did not need further support. This was identified as a reason

by 40% of those that were offered but did not take -up mentoring (n=193) . However ,
a wide range of other rea  sons were also cited, with four themes emerging: that
individuals did not have time for mentoring; that they were not contacted by mentors

despite identifying an interest; that the specific nature of the business meant that

they did not think thatthe mentoring would be o f value (which is linked to those that
felt they did not need support); and issues related to proximity and access to support
preventing take -up.

1 Mentoring wa s most commonly delivered via face -to -face / one -to -one
support , but the volume of support varie d substantially. Two-thirds (66%) of
individuals tha t had taken up mentoring (n=244) identif ied individual face -to-face
support as the main method . In terms of volume of support, 47% of the individuals
that received support reported that this involved under five hours of support ;
however, 14% received over 21 hours of mentoring support (n=244 ).

1 Most individuals that have taken -up mentoring believe d that it has had a
positive effect on their business , with positive effects also identified in terms
of developing new business skills . The summary data are set out in Table 5-8.

The 6 net p o affect brvtlee dusiness was significantly higher for individuals that

had received face -to-face/one -to-one support (at 66%) than for other main methods

of mentoring (at  46%). The volume of support was also potentially a factor, with a
O6net p o sffedt ifor ¢hése individuals that had received 11 or more hours of
mentoring support (n=74) of 89% 4 comparedto a29 % b6 net pefiesti forthese 0
individuals that had received up to five hours of mentoring support (n=104). These
findings may suggest thatface -to-face/one -to-one and moreintensive  support deliver
positive effects . H owever, it may also reflect that individuals that sought this form /
volume of support were more likely to require in -depth support , and therefore benefit
from the mentoring . This is consistent with the 6demanadd approach i
Partners provide the method of support that individuals a sk for, rather than defining

a set offer or method. A caveat to note is that those individuals receiving f ace-to-face
support and/or more support may exhibit greater attribution bias to the effects of

mentoring.

43 Notably, of the 74 individuals that had received 11 or more hours of support, only one reported that they
dlisagreed Othat the mentoring had had a positive effect on their business ,andnone 6di sagreed stronglyo.
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Table 5 -8: Response to: 60To what ext en twithdhetbllowimgu agr ee or
statements about business mentoring ofor the Year 3 sample  (n= 244)

It has helped me personally
to develop new or improved
business skills

It has had a positive effect

on my business

Agree strongly 30% 23%
Agree 41% 43%
Neither agree nor disagree 15% 10%
Disagree 9% 19%
Disagree strongly 4% 5%
Net positive 59% 43%

Source: Year 3 2016 cohort survey

The evidence from the  survey with the 2016 sample suggest ed that issues remain ed for the
programme around the extent to which mentoring wa s offered consistently by Delivery Partners.
Mentoring was intended to be a co re component of the Start Up Loans customer journey,
however, over halfofthe sample will not have received mentoring support , suggesting both that
there remains a case for a greater focus on promoting the benefits of mentoring to raise
awareness amongst the beneficiaries (reducing the 40% that do not take it up), and to ensure
that the offer is made consistently across the Delivery Partner network.

All individuals shoul d be offered mentoring support , although the survey evidence suggest ed
that this has not happen ed in practice . The individuals in the 2016 sample were supported by
36 different D elivery Partner s, and the re was variation in the offer of mentioning support , for
example : for eight ofthe Delivery Partner s, under half of the surveyed individual s reported that
they were offered mentoring support (and the proportion was  under a third for four of these
eight ); and for seven of the Delivery Partner s, between a half and three quarters of individuals
reported that they were offered mentoring support . The number of individuals in the survey
sample, and the proportion that indicated they had been offered mentoring by each Delivery
Partner is set out in Figure 5-2.% There is no strong relationship between the volume of loans
supported in the survey sample and the proportion that reported that they w ere offered
mentoring  support; Delivery P artners where all /a high proportion of individuals reported they

had been offered mentoring support included b oth small/llocal, and large/national Delivery
Partners.

44 The Delivery Partners are not identified , as the data is based on what individuals in the survey cohort reported
which may not be fully accurate, and individual Delivery Partners  have not been asked to corroborate the data, as this
would involve identifying the individuals surveyed.
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Figure 5 -2: Proportion of individuals offered mentoring by Delivery Partner and number of loans
in 2016 sample
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It is possible that some of the 17% of individuals in the 2016 sample that indicated they were
not offered mentorin g had in fact been offered support by the Delivery Partner, with the survey
completed in some cases approaching two years since they drew down their loan. Further, the
evidence from the Delivery Partner case studies indicates that in some cases, Delivery P artner s
signpost individuals to  mentoring available elsewhere or use sub -contractors to deliver the
mentoring, which may not be recognised by the individuals. However, the data from the 2014
cohort in Year 1 of the evaluation offer ed some corroborating e vidence: 10% of th e 2014 Year
1sample (n=959) reported they were not offered mentoring s upport. The evidence does suggest
that perhaps 10 -20% of individuals supported by the programme have not been offered
mentoring support.
The 2016 sample data also poten tially suggests a reduction in the overall take -up rate of
mentoring which may be linked to the changing characteristics of the beneficiary cohort. The
evidence from across the three years of the evaluation was that mentoring take  -up was higher
for younger individuals supported by the programme, for those with smaller loan values , and for
those that were unemployed when they approached the programme. A s the characteristics of
beneficiaries ha ve shifted to older beneficiaries, to larger loan values, andtoa lower proportion
unemployed when they approach the programme, the overall level of mentoring take  -up has
reduced ; the fact that individuals feel they do not need mentoring was also picked up in the
gualitative research with beneficiaries as part of the De livery Partner case studies. Whilst care
must be taken given the different samples and time - periods of support, the evidence from Years
1 and 2 of the evaluation was that mentoring take -up was around 80%  for the 2014 cohort ,
compared to around  55-60% for t he 2016 cohort (with the specific value dependent on the
proportion of those that expect to take -up mentoring that in practice  do so).
The Delivery Partner survey also raised concerns over the current mentoring offering , with issues
identified rela ted to alack of suitable mentors , and low engagement amongst individuals , which
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is reflected in the  beneficiary survey data on take -up. For example, feedback from Delivery
Partner s related to mentoring included:

Alt is difficult t owhHoiwill givetheirdimeg/dluntariéynt or s
Maybe if there was funding available for training and at least to pay expenses.
This may encourage people with the right skills to become a mentor .0

fiMentoring is something clients don't always want or see the benefit of. |
would like encouragement for mentoring € We know where clients stay in
touch and receive mentoring support [this] helps business es grow. 0

The challenge of mentor take -up, quality and availability has been identified as an issue
through out the evaluat ion; for example, in the Delivery Partner survey in Year 2, approaching

half of the respondents indicated they had faced some capacity issues in delivering mentoring
support , with the quantity of mentors ( i.e. availability and numbers) particularly problem atic.

Mentoring and arrears

One of the specific supplementary research questions for the evaluation  was whether mentoring
had any effect on levels of loan repayments . Overall take -up of mentoring has not appear ed to
have any association with re -payment: within the 2016 sam ple, 13% of those that had received
mentoring support were in arrears in March 2017 (n=244), and 11% of those that had not
received mentoring  were in arrears  (n=358).

However, the data do suggest that take -up of more mentoring was associ ated with a higher rate
of arrears amongstthe 2016 sample: 7% of t hose i ndividuals that had rec
of mentoring were in arrears (n=104), compared to 17% of those individuals that had received

66 or more hoursd of me n} @sighifitant défergnge o r fat 5% nonfilehde)

This finding is consistent with the econometric analysis conducted for the Year 2 evaluation
report , which found evidence that individuals in arrears inthe 2014 Year 2 sample spent more
time with their ment  ors, potentially  seeking ways to improve their businesses in order to
recommence loan repayments . l.e. it is not mentoring take -up that leads to higher (or lower)
levels of arrears, rather those individual in arrears are more likely to engage with a mentor in
order to seek to address underlying issues or challenges in the business that prevent re -
payments.

Overall s atisfaction

The evaluation foundthatthe programmeha d a high level of satisfaction amongst its beneficiary
groups. The surveys for the Year 3 evaluation asked respondents on a scale of 0 -10 whether
they would recommend the programme to others (where O is they would not recommend the
programme at all, and 10 is that they would recommend unreservedly). This data has been used

tocal cul at ePrombeéer (SPSoforeéd programme .* The findings for the two survey

45 This is an accepted overall measure of satisfaction, SULCo has previously adopted the commonly -used net promoter
score in its own survey work. Those responding with a 9 or 10 out of
with scores of between 0 and 6 are 6édetractorsdé. The net promoter s
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sample s were similar, with an NPS forthe 2014 Year 3 sample of 52% , and of 57% forthe 2016
sample . The range of scores within each sample issetoutin Figure 5-3.

Equivalent NP S data was reported by SULCo in their annual reports in 2014/15 and 2015/16, at

65% and 72% respectively. 4 These data cannot be directly compared I they are based on
different samples, and have been asked at different points in the Start Up Loans customer

journey and subsequent post  -programme activity. Further, the NPS from the evaluation for the

2014 Year 3 sample of 52% may reflect in part a decay over time in the extent to which
individuals would recommend the programme, with these individuals surveyed s ome three to
three and a half years after they drew down their loan.

This said, the SULCo impact reports benchmarked the NPS for Start Up Loans to a number of

other UK finance providers, and the NPS from both the 2014 Year 3 sample and 2016 sample
perform well against these benchmarks. The data from the 2015/16 impact report is summarised
below, with the evaluation findings also included and highlighted in red A

Figure 5 - 3: Distribution of recommendation scores
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Source: Year 3surveys ( 2014 and 2016 cohort s)
46 see https://prod.cdn.sulserver.net/app/uplotads/2016/06/08145304/Annual -Impact -Report -2014 -15-final - V5- .pdf
and https://prod.cdn.sulserver.net/app/uploads/2016/10/08144405/Annual -lmpact -Report -2015 -16.pdf
47 Note that the data on NPS for other finance providers is taken directly from the SULCo 2015/16 impact repo rt; the
impact report does not identify the source of the data or the sample sizes on which they are based . The data are
reproduced here on the basis that this information is accurate and has been provided to/accessed by SULCo.

“Excludes donotfusehow and re
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Figure 5 -4: NPS scores for the programme and other finance providers
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Source: Adapted from  Start Up Loans Annual Impact Report 2015 -2016 , including evaluation survey data

The sample size for the 2016 sample enables the NPS to be considered for different
characteristics and groups. The following points are noted

9 First, the survey suggest ed that both take -up and volume of pre  -application support
influence d satisfaction with the programme. The NPS was significantly higher for those
individuals that had received pre -application support , at 62% (n=516), compared to
those that had not , at 26% (n= 84). The NPS was also higher for those individuals
that had received more pre-application support, at 8 7% for those that had received
6 & or more hours 6of pre -application support (n=241), compared to 63% for those
that had received 6 plto five hours 6of pre -application support (n=243).

1 Second, take -up of mentoring support initself does notinfluence sat isfaction, but the
volume of mentoring received does. The NPS was consistent between those that had
and had not taken -up mentoring support at the time of the survey, at 56% and 57%
respectively (n=244 and n= 356). However, the NPS for those individuals that had
received 6 U o five hours 6&of mentoring (n= 104 ) was 54%, compared to an NPS of
85% for individuals that had received 0 B or more hours 0 of mentoring support
(n= 131).

9 Third, the re was no variation in the NPS by loan value , gender, or employment stat us
when applying to the programme.  The satisfaction level was also consistent between
individuals that were or wer e not in arrears in March 2017, and between those
individuals that had previously started a business and those that had not.

1 Fourth, satisfac tion with the programme varied by region . The NPS for each of the
five regionsissetoutbelow inFigure5 -5, ranging from ahighof 68% inthe devolved
administrations , to 49% in the South of England. These data should not be taken too
far, and itis pos sible that external conditions and factors may influence this evidence
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e.g. individuals in London and the South E ast may be less likely to recommend the
programme because of greater access to sources of finance in these areas, not as a
result of their expe  rience with the programme.

Fifth, satisfaction with the programme was higher for those individuals that had a
trading business at the time of the survey, compared to those where their business
had ceased trading, with NPSs of 61% and 37% respectively (n= 479, and n=65). This

may be expected, but the data highlight that perceptions of the programme can be
influenced by factors outside of its direct control

Figure 5 -5: NPS scores for the programme by region ( 2016 sample)
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Section 6: Evidence on characteristics of those who
benefited the most

Key findings
1  Econometric (regression) analysis completed on the 2016 sample (separate to the impact
and value for money analysis set out in Section 4) indicates that the characteris tics of

those individuals that benefit ed most from the programme depend on the nature of the
benefit in question ;there are no consistent characteristic s of those who benefit the most
across different outcome types.

1 Where the focus is on business outcome s (i.e. business survival, sales and employment),
the key characteristics associated statistically with positive benefits are businesses with
multiple owners , and having achieved some degree of employment in the last financial
year.

1 Where the focusison  individual personal development outcomes ( notably job prospects,
and business and personal confidence), those with no  previous business experience , and
those unemployed at the time of applying to the programme are statistically  positively
associated with b enefitting more from the programme. This is not unexpected, and
reflects the O6distance travelledd by these ind

1  Higher levels of self -reported additionality = are associated with individuals aged 18 -30.

1 Take-up of h igher levels of mentoring support (over six hours) is associated with more
positive outcomes in terms of business and personal confidence, once other factors such
as age, business experience, and qualification levels are taken into account.

Coverage

The purpose of this section is to present a series of findings based on econometric (regression)

analysis of the 2016 sample of beneficiaries that drew down a loan in 2016 . The objective is to
gain some insights into the characteristics that are most associat ed with a range of outcomes,
including:

A business outcomes T survival, sales (gross and net additional ), employment ,and self-

reported additionality

A other outcomes - personal development outcomes, arrears, and levels of satisfaction
with the programme a s a proxy indicator for the level of self -reported benefits
experienced (e.g. if the beneficiary is a promoter/detractor of the programme ).

As noted, the business outcomes include a variable for the net effects of the programme on
sales. This variable cove rs sales outcomes attributed to the programme specifically by survey
respondents , and so a direct measure of the extent to which a respondent has benefited from

the programme through the performance of their business . The self -reported additionality
variab le also focused explicitly on the extent to which  the effects of the programme on overall
business performance  would not have happened without the programme . Data on gross sales
and employment are also presented for context. The other outcomes are used to consider the
characteristics of those that have benefited through other means, such as in terms of their

personal development.
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The remainder of this section provides an outline of the results and a commentary of key

messages and implications. It is importa nt to note that as this analysis is based on evidence
from beneficiaries of the programme only T i.e. it does not include a counterfactual group of

non - beneficiaries 1 the interpretation of the results is limited to statements of association (i.e.

this cha racteristic is significantly associated with this particular outcome), rather than
statements of causality (i.e. this characteristic caused this particular outcome) . The technical
annex (Annex A) provides further details on the methodological approach to t he model
specifications, robustness tests, and full results tables.

Evidence on business outcomes

The analysis of business outcomes focused on three aspects of business performance : survival,
sales and employment. Table 6 -3 provides an overview ofther esults.

Evidence on survival rates was based on the 529 (of 586) beneficiaries that started -up a
business . The majority of businesses that had started -up were still trading at the time of
surveying (a survival rate of 88%). The regression analysis suggests that for beneficiaries
involved in other activities (for example, alternative employment, a different start -up, or an
education programme), the y were less likely to have started businesses that had survived
(although the statistical relationship here was weak). Itisimportant to note that this associat ion
may reflectthat some beneficiaries have engaged in other activities because their business was

failing, as opposed to the alternative activity (or activities) in itself causing the business to fail.

Other findings include a weak and positive association between being female and business

survival, and a weak and negative association with small loan values (under £3k, compared to

mid -range loan valuesof £ 3k-8k) i i.e. the businesses of individuals receivi ng higher loan values

were more likely to survive. Classification tests indicate that the predictive power of the model
is high for the business survival outcome, providing confidence in the results (see Table A -4in
Annex A).

Turning to the analysis of s ales and employment two forms of analysis were carried out. First,

we analyse dwhet her a benefi ci ary 6 4s shlessoir emplsyment fiora one yeare d
tothenext( i . e. fi y e s OTheorationalenfar asjng a binary variable was to address the h igh
degree of variability present in the sales and employment data, by simplifying the analysis to

draw conclusions on whether or not a business ha d grown. The second form of analysis
consider ed the scale of sales and employment change, analysing the level s of sales and
employment achieved (i.e. as continuous variables ). Although th is approach does allow for
consideration of the scale of change in sales and employment, due to the high degree of

variability in the data the results need to be treated with cau tion. For the sales outcomes, the
analysis was extended to assess the characteristics associated with both gross sales (i.e. changes

in the overall sales performance of the business) and net additional sales (i.e. changes in sales

that were attributed tot he programme through the self -reported responses of  beneficiar ies).
Table 6 -1 below provides a description of each sales outcome variable s.
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Table 6 -1: Description of sales outcome variables

Outcome variable Description

Sales change (lasturrent FY%’ The outcome variable is binary, indicating whether a business ¢

its sales from the previous to the current financial year (y=1), o1
otherwise (y=0)

Expected sales change (current  The outcome variable is binary, indicating whether a beneficiar
future FY) expects their business to grow in sales terms from the current t

the next financial year (y=1), or otherwise (y=0)

Gross sales (current FY, loggéd The outcome variable is continuous, indicating the scale of gros

sales generated in the current findatyear, controlling for gross
sales in the previous financial yedihe data are lotransformed

to normalise the data due to the high degree of variability in sal
performance across th2016sample

Net additional sales (last and The outcome variable is continuous, indicating the aggregation
current FY, logget) net additional sales generated in the previous and current finan

years (i.e. the amount of sales attributed to the programme),
controlling for gross sales in the previous financial year

Net additional sales (last, current The outcome variable is continuous, indicating the aggregation
and next FY, loggeq net additional sales generated in the previous, current and next

financial years (i.e. the amount of sales attributed to the
programme), controlling for gross sales in the previous financial

year
Note: * indicates that the data underwent a log -transformation in order to normalise the data due to the
high degree of variability in sales performance across the 2016 sample .

One common ¢ haracteris tic of individuals with  businesses that increase d their sales was the
presence of multiple owners, which was positive and highly significant in three of the five sales
models, and positive (albeit  weakly significant ) in one other .°° Another charac teristic was having
one or more employ ees in the previous financial year (compared to beneficiaries operating
businesses with no employees). The exception to this finding was for the expected sales change
outcome variable, where the relationship wasinthe opposite direction (i.e. there was a negative
association between employees in the previous financial year and expected sales change) . This
finding may potentially be explained by a higher rate of optimism among sole -trad ers. However,
this finding would r  equire further (qualitative) analysis to examine more fully.

There were other findings from the analysis of sales outcomes that were more tentative:

A

Mentoring: beneficiaries that received a more substantial amount of mentoring (over 6
hours), compared to beneficiaries that receive no mentoring, were associated with a
higher likelihood of growing their business sales. Conversely, beneficiaries receiving
modest levels of mentoring (under 6 hours) were less likely to expect to increase their

49 The classification test results for this outcome variable was in relative terms to the other outcomes low, at around
65% to 70% across the model specifications. This suggests that the predictive power of the model is lower, leading to

some uncerta inty in the results, which should be taken into account in reviewing the findings. See Table A -5 for the
full classification tests for each model specification.
%0 The one model where this variable was not statistically significant was the model based on e xpected sales change.
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sales than those receiving no mentoring (albeit the relationship was weak). This could

mean that individuals that seek mentoring and find real value in it, engage in more

substantial amounts and are able to derive performance benefits I either because of the
mentoring or  perhaps because they are simply more ambitious. Those receiving no
mentoring may believe that they have the necessary skills and experience in any case T
and this aligns with the qualitative evidence.

A Degree education: those with a degree were more like ly to increase the sales of their
business from the last to the current financial year, and were more likely to have higher
sales in the current financial year i although the statistical relationships were weak

The findings in terms of employment outcomes  were similar to th ose for sales outcomes. Both
multiple ownership and having some degree of employment in the previous financial year

(compared to beneficiaries operating businesses with no employees) were characteristics of
individuals with  businesses th at seem ed to benefit more from the programme. Table 6 -2 below
provides a description of each employment outcome variable.

Table 6 -2: Description of employment outcome variables

Outcome variable Description

Employment change (lasturrent  The outcome ariable is binary, indicating whether a business gr
FY) its employmentfrom the previous to the current financial year
(y=1), or otherwise (y=0)

Expected employment change The outcome variable is binary, indicating whether a benefician
(current-future FY§}! expects their business to grow@mploymentterms from the
current to the next financial year (y=1), or otherwise (y=0)

Total employment gurrent FY®2 The outcome variable is continuous, indicating the scatetaf
employment i the current financiayear, controlling fototal
employmentin the previous financial year

The analysis f ound that higher loan values were associated with an increased likelihood of
growing a business 6 £mployment from the last to the current financial year, but also in term S
of expected future employment growth (i.e . from the currentto the next financial year), although

the latter finding was weakly statistically significant.

As with the analysis of sales outcomes, we again f ound that beneficiaries that we re educated to
degree level or higher were associated with a higher likelihood of increasing their level of
employment.

51 The classification test results for this outcome variable was in relative terms to the other outcomes low, at around

65% across the model specifications. This suggests that the predictive power of the model is lower, leading to some

uncertainty in the results, which should be taken into account in reviewing the findings. See Table A -12 for the full
classification tests for each model specification.

52 Classification tests indicate that the predictive power of the model is high for the total employment outcome,
providing confidence in the results (see Table A -13 in Annex A).
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To complement the analysis of sales performance, we also examined whether there were any
characteristics associated with higher levels of self -reported  ad ditionality . The main finding
from this analysis was that there was a highly significant  positive association for beneficiaries
aged between 18 and 30 years old in reporting  higher additionality , compared to beneficiaries
over 30 years old. The results als 0 suggested that business es that had reached 10 or more
employees in the previous financial year were associated with attributing a lower proportio n of
benefits to the programme.
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Table 6-3: Summary tab le for business outcomes
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specification ; x = indicates variable not included in any model specif ications for the dependent variable
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Evidence on other outcomes

The analysis of other outcomes focuse d on three areas, level of satisfaction with the programme,

personal development outcomes, and analysis of arrears. Table 6 -4 provides an overview of the

re sults.

Evidence on the level of satisfaction considered the characteristics associated with being a
O6promoterdé of the programme (i.e. providing a score of

with the programme) or with bedgramge (ae. podidingaacore af® 6 of t he
or less in terms of satisfaction with the programme).

In terms of programme O6promot er gdaotyiddlare ystomly Egaiicanon anal
results. 5 In terms of weakly significant results, the analysis f ound that beneficiaries with

previous business experience were less likely to be promoters. The analysis of programme
6detractorsd found that be n-80werelesslikélydoscoee themograrentewe en 1 8

6 or below in satisfaction terms compared wit h beneficiaries aged over 30.

Interestingly, in terms of mentoring, the results suggest that beneficiaries that received only a

modest amount  of mentoring (under 6 hours) were less likely to be promoters , potentially
because they had not valued the mentori  ng aspect of the support . Beneficiaries receiving more
mentoring (over 6 hours) hours were less likely to be dissatisfied with the programme  (although
the statistical association is weak).

In terms of  personal development outcomes , the analysis dr ew on thr ee questions from the
beneficiary survey . These asked if the programme ha d increased i ndi v i b prosgebts,
business confidence and personal confidence 54, The regression analysis f  ound that beneficiaries
that ha d previous business experience were less likely to report these three personal
development outcomes . In terms of business and personal confidence, we also f ound
complementary evidence to suggest that beneficiaries that were unemployed at the time of

entering the programme were more likely to incr  ease their business and personal confidence
compared to those that were in employment. Finally, the results f ou nd a strongly significant and
positive association between engaging in substantial levels of mentoring (over 6 hours) and

increasing i ndi v i dusire$sard personal confidence.

Finally, the analysis of  arrears focuse d on two areas 1 the characteristics of beneficiaries that
enter into arrears of one month or more, as well as an analysis of the characteristics of

53 The classification test results for this outcome variable was in relative terms to the other outcomes low, at around

70% across the model specifications. This sug gests that the predictive power of the model is lower, leading to some
uncertainty in the results, which should be taken into account in reviewing the findings. See Table A -14 for the full
classification tests for each model specification.

54 The classifica tion test results for this outcome variable (personal confidence) was in relative terms to the other

outcomes low, at around 63 -65% across the model specifications. This suggests that the predictive power of the model

is lower, leading to some uncertainty in the results, which should be taken into account in reviewing the findings. See
Table A -18 for the full classification tests for each model specification.
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beneficiaries that enter into lon ger -term arrears (three months or more). % The data analysed
represent ed a snapshot of the state of arrears of the 2016 sample in September 2017.

The main finding was that female beneficiaries were less likely to enter a state of arrears (both
for one month ormore and three months or more). Those individuals that had businesses with
employees in the previous financial year were also less likely to be in any form or arrears (short -
or long -term). The results f ound that individuals with  previous business expe rience were more
likely to enter into longer -term arrears 1 although the statistical relationship here was weak

55 Classification tests indicate that the predictive power of the model is high for the arrears for three months or more,
providing confidence in the results (see Table A -20 in Annex A).
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Table 6-4: Summary table for other outcomes
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Commentary

The econometric analysis of business and other outcomes for the 2016 sample provides two
different messages in terms of the characteristics of those that benefit most from the

programme. From a business performance perspective, the results are cle ar in indicating that
individuals with  larger (in terms of businesses that employ staff at a relatively early stage) and

more complex (in terms of business es that have multiple owners) business es appear ed to
generate the more significant benefits in terms of increasing levels of sales and employment

over time. In terms of loan values, the analysis also f ound that the provision of smaller value
loans (under 3k) was associated with lower rates of survival and low levels of additionality (i.e.

the level of ben efit a beneficiary attributes to the programme), while larger value loan s (8k and
above) were associated with a higher likelihood of business growth in employment terms.

Although the majority of the findings on loan values we re weakly statistically signifi cant, ther e
was consistency across the models on business outcomes

The analysis on other outcomes , particularly in terms of personal development outcomes,
provides a slightly different message. Overall, there is evidence that the programme provide S
benefi ts to confidence and prospects for beneficiaries without prior business experience, as well

as to those that were unemployed at the time of applying for the programme. There are further

interesting findings regarding mentoring. The analysis show ed that bot h in terms of satisfaction
with the programme, as well as personal development outcomes, beneficiaries that engage in

substantial levels of mentoring (6 hours or more) we re associated with deriving more benefit

from the programme. This result may, however, be self -fulfilling. Those that engage in and value
mentoring, are more likely to take up more substantial amounts of mentoring . In summary, the
analysis provides evidence of different sorts of benefits reaching different groups. On the one

hand, the analy sis highlights beneficiaries and beneficiary businesses that derive bigger benefits

in economic (sales and employment) terms, and on the other, we have a range of characteristics

associated with beneficiaries that derive considerable personal benefits in t erms of increase d job
prospects , and business and personal confidence.
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Section 7: Evid ence on access to finance

Key findings

1  Many businesses have used their Start Up Loan alongside other finance sources. Since
award of their Start  Up Loan , 67% ofthe 2014 Year3sample and55% ofthe 2016 sample
surveyed have sought other sources of finance. The most common sources have been
overdrafts, credit cards, and loans from friends and family.

1 Inthe 2016 sample ,the analysis did not highlight significant regiona | disparities in seeking
business finance. In London, a slightly greater proportion of respondents had sought
finance, which was particularly driven by an increased tendency to seek finance from
friends and family (both loans and equity).

1  Drivenin particu lar by high success rates with friends and family, the overall success rate
for obtaining some or all of the  finance sought was high 7 atover 90% for both samples .

I  The success rates for applications for bank overdrafts and bank loans amongst the 2016
samp le appeared to be slightly lower than relevant benchmarks from the SME Finance
Monitor, though some care is needed in interpretation given the small sub -sample sizes
in our survey and the likelihood of differences in business characteristics. Where

commerc ial finance was secured, this is an encouraging outcome for the individuals and
their businesses, given the challenges faced by early -stage businesses in securing finance.

1 Two issues may warrant particular consideration from the evidence. First, the vast
majority of entrepreneurs did not seek advice when they identified a need for business
finance (77% of the 2016 sample did not seek finance). London -based entrepreneurs
were most likely to do so (31% vs 23% total). Whilst this evidence is consistent with
wider evidence on finance behaviours of firms, these entrepreneurs were (or should have
been) already within the business support network. Second, the evidence indicated a high
proportion of O6discouraged bor r owe rbgsihessvfinancé, bud
not acted upon it. The mentoring and/or links with Delivery Partners may provide options
to seek to address some of these needs for finance advice.

Coverage

This section sets out the findings from the evaluation regarding access to finance iss ues. The
research questions focu sed onthe access to finance needs and experience of beneficiaries after
they ha d been supported by the programme, including the extent to which individuals have

sought and secured follow -on funding . Drawing on the evidence, we have identified any

implications for the programme offer in the future

The evidence is presented separately for the 2014 Year 3 sample andthe 2016 sample . These
two groups are at very different stages in their post -programme experience, meaning that the
data cannot be directly compared. As also discussed above , the characteristics of the two survey
cohorts were different, for example in terms of age, and the businesses were likely to be different

in terms of growth trajectories, which may also have i mplications for access to finance needs

and experiences.

For each group the analysis covers :
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1 whether individuals sought external finance for their business  in the period after they
drew down their Start Up Loan, the nature of this finance, and their suc cess in
securing finance

1 the behaviours of individuals when they identified a financing need for their business
including whether they sought advice

1 any barriersto applying  for finance in the past, and expectation of financing needs in
the future.

Note that the focus of the survey, and so the  analysis, wa s on business finance i.e. whether
individuals sought finance for the business , hot personal finance. Itis recognised that individuals
with early stage businesses of  ten take out personal loans/ credit ¢ ards to fund their businesses
For example, the SME Finance Monitor found that 18% of SMEs using finance had a facility in a

personal name, equivalent to 6% of all SMEs, and this was predominantly concentrated amongst

the smaller SMEs (data by age of firm was not provided). 5¢ Taking on personal debt to support

a business can be risky 1 and the SME Finance Monitor found that SMEs which had an average
or worse than average risk rating were more likely to have a facility in their own name, compared

to those wi th a minimal or low risk rating. There is a question on the extent to which those
individuals supported by the programme that have been unsuccessful or notapplied for business
finance may be reliant on accessing personal finance to support their business  , which could have
some downside risks. This question has not been covered by this evaluation, but may warrant

further consideration by BBB/SUL Co.

Evidence from the 2014 cohort

The evidence fromthe 2014 cohort is setout inthissub -section .Itisworth noting that in some
cases the sample sizes of the analysis are low, and the findings should therefore be treated with

some caution, and regarded as reflecting the experiences of the 2014 Year 3 sample  only, not
the wider 2014 cohort (of around 11,00 0 supp orted individuals)

Evidence on seeking externa | finance

Around two -thirds (67% , n=107 °7) of the 2014 Year 3 sample sought or applied for at | east one
form of external  business finance inthe period after they drew down their Start Up Loan . Bank
overdr afts and credit cards were the most common form of commercial finance sought (by 32
and 30 respectively) . Approaching half of the individuals sought or applied for more than one

form of externa | finance, with on average 2.5 sources identified in the survey

56 BDRC, SME Finance Monitor Q2 2018 Report (  http://www.bva _-bdrc.com/wp -
content/uploads/2018/10/BDRC_SME_Finance_Monitor_Q2_2018_Final.pdf )

57 The data for the full 2014 cohort has been included in the analysis, including those that have not yet started -up a
business; of the seven individuals that have not yet star ted -up five had applied for finance after the programme.
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Table 6 -1: Type of external business finance sought /applied for by the 2014 Year 3 sample

Bank Overdraft 32
Credit cards 30
Loans from friends or family 29
Loans from directors 22
Leasing or hire purchase 16
Bank Loan 15
Equity fromdirectors or friends or family 10

Equity from another individual or organisation
Something else

9
8
Equity crowd funding platform 4
Commercial mortgage 3

3

Peer to peer lending
Source: Year 3 2014 cohort  survey

Nearly all of the individuals that sou ght/applied for external finance (n=72) secured some or all
of this finance, with 69 securing finance (equivalent to 64% of the total 2014 Year 3 sample ).
As may be expected, this was influence d heavily by | oans from friends or family where 28 of the
29 th at sought/applied for this type of external finance were successful in securing all or some

of the value. The individuals experience d mixed success in applying for commercial finance
including bank overdrafts and credit cards . A quarter of individuals that sough t a bank overdraft
were unsuccessful ( 8 out of 32), and overa quarter of individuals that applied for a credit card

were either unsuccessful or provided with alower level of  credit thanthey sought( 8 out of 32)
In nearly all cases where commerci al finan ce was not secured, the reason was that the finance
was not approved by the potential lender/source.

Finance behaviours

The most common  thing that individuals did first when they realised they had a business
financing need was to approach their ma in bank (16 individuals) or research finance types and
products on internet (15 individuals). Seven of the individuals (10% of those that sought or

applied for external finance) indicated that they spoke to a financial adviser or accountant

Notably, over two -thirds of the individuals that sought or applied for external finance (49 of the

72) did not seek any external advice when applying for a finance facility. A small number of
individuals approached their business mentor, friends and family and other sp ecific sources of
advice.

Barriers and future expectations

Of the individuals with a trading business at the time of the survey (n= 83), 84% indicated that
nothing stopped them from applying for external finance in the past 12 months . However, 16%
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of tho se trading did identify barriers to applying for external financ e (this included those that
sought some finance, and those that did not seek any at all) . Given the small sample sizes the
reasons for this can be illustrative only . Most of these individuals identified that they assumed
they would be rejected and/or they did not want to take on additional risk  through applying for
any/more externa | finance.

Approaching half (48%) of this group of individuals in the 2014 Year 3 sample with a trading
business a t the time of the survey (n=83 ) indicated that they were likely to have a need for and
apply for external finance in the next 12 months, with a similar proportion (45%) stating they

would not (7% did not know).

For those individuals that were likely to ha ve a need for and apply for external finance in the

next 12 months (n=40), most (28) did not identify any issues that would prevent them from

seeking external finance in this period. Where issues were identified no consistent themes
emerge d, although this  reflects the small number of individuals in the sample (n=12): individuals

did note issues around credit history/rating, external economic conditions/policy contexts, and

the performance of the businesses them selves, suggesting that external finance may no t be
required or viable.

Evidence from the 2016 cohort

The evidence from the 2016 cohort on the same access to  business finance issues as covered
above with the 2014 cohort are set out in this sub -section , based on the survey evidence from

the 2016 sample . Where the sample size allows , the data is presented at a regional level . We
know from wider evidence that where a business is based can be an important factor in their
search for, and their ability to find , the finance they need. %8

Evidence on seeking ex terna | finance

Over half (55% ; n=574 ) of the 2016 sample that had started -up a business (even if they ha d
subsequently closed)  sought or applied for at least one form of external finance in the period
after they drew down their Start Up Loan . Loans from f riends and family and b ank overdrafts
were the mostcommon formof  finance sought. Over half of those that sought/applied for finance
(n=318) sought or applied for more than one form of external finance, with on average 2.2
sources identified in the survey . The types of finance sought/applied for are set out below.

58 see https://oritish __-business -bank.co.ukiwp - content/uploads/2018/02 /Small -Business -Finance -Markets -2018 -
Report -web.pdf
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Table 6-2: Type of external business finance sought /applied for by the 2016 sample

% those % that had
Number seeking started up a
seeking finance business
finance type (n=318) (n=574)
Loans from friends or family 118 37% 21%
Bank Overdraft 114 36% 20%
Credit cards 99 31% 17%
Loans from directors 83 26% 14%
Leasing or hire purchase 72 23% 13%
Bank Loan 56 18% 10%
Equity from directors or friends or family 52 16% 9%
Something else 36 11% 6%
Equity from another individual or organisation 28 9% 5%
Equity crowd funding platform 20 6% 3%
Peer to peer lending 9 3% 2%
Commercial mortgage 3 1% 1%

Source: Year 3 2016 cohort survey

The proportion of individuals that sought any form of ex ternal business finance by region is set
outin Figure 6-1. The proportion of individuals seeking/  applying for external finance was higher
in London than any otherregion at65% . This level in London is not significantly higher than the
average across all regions of 55%, however, when London is excluded from the overall average,

the variation is significant , with 53% of individuals seeking/applying for external finance in the

rest of the UK, excluding London (n=474). This appears to be driven by a higher pr oportion of
London -based individuals that sought loans from family/friends compared to other areas: 32%

of individuals in London sought/applied for a loan from friends/family, compared to 21% across

all areas (and 18% if London is excluded). Individuals in London were also statistically more
likely to seek equity from directors or friends/family than the average across all regions.

In contrast to finance from personal contacts (i.e. friends/family or other directors), the numbers

that sought/applied for com mercial forms of finance were broadly consistent across the regions.
Around a fifth of individuals had sought a bank overdraft, and just under a fifth credit card
finance across all regions, with no significant variations evident I see Table 6-3.
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Figure 6-1: Proportion of individuals seeking external business finance in the 2016 sample , by
region
100%
90%
80%
70%
n 60%
€
3 50%
c
2 40%
3
\: 30%
S 50%
20% 40% 35% 43%
10%
0% T T T T T
South of North of Midlands London Devolved Total (n=573)
England England (n=103) (n=99) Admin (n=72)
(n=155) (n=144)
B Not applied/sought = Applied/sought

Source: Year 3 2016 cohort  survey

Table 6-3: Sources of business finance sought by the 2016 sample , by region

Equity

Loans Loans Leasin from
from Bank Credit N9 .
. from or hire Bank loan directors
friends or Overdraf t cards . :
) directors purchase or friends
family :
or family
South of
England 19% 21% 17% 15% 10% 10% 5%
(n=155)
North of
England 22% 19% 17% 13% 11% 11% 9%
(n=144)
llesTites 14% 17% 14% 13% 11% 11% 7%
(n=103)
Seleloly 32% 19% 19% 16% 7% 7% 17%
(n=99)
Devolved
Admin 15% 25% 19% 17% 10% 10% 10%
(n=72)
eiE] 21% 20% 17% 14% 10% 10% 9%
(n=573)

Source: Year 3 2016 cohort  survey

Most (92%) of the individuals that sough t/applied for external finance (n= 318) wer e successful
in securing some  form of finance, either in part or full. This success rate was broadly even across
regions, although somewhat lower in the Devolved Administrations, at 8 3%. This overall level
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was influenced heavily by loans f rom family/fr i ends where the O6success rate
proportion of individuals that secured all or some of the main sources of commercial finance are
setoutbelow. To provide contextto the figures inTable 6-4, the SME Finance Monitor 5% indicated

that 73% of zero  -employee businesses were offered all of what they wanted in relation to a new

application for a bank overdraft (and 5% some of what they wanted). The report also indicated

that 56% of 0 -9 employee businesses  were successful in obtaining the full amount fo ranew
bank loan (and 4% received some of what they wanted). Caution is needed in drawing too far
on these comparisons as the SME Finance Monitor covers all SMEs, irrespective of age, whereas
the Start Up Loans beneficiaries clearly reflect a particular s egment of this.
Table 6-4: Success in securing commercial sources of business finance (where outcome is
known) for the 2016 sample
Bank overdraft Credit cards Leasing or hire
(n=113) Bank loan (n=51) (n=98) purchase (n=71)
All 56% 45% 67% 83%
Some 15% 10% 28% 13%
None 29% 45% 5% 4%

Source: Year 3 2016 cohort  survey

It is also noted that where individuals have been able to secure finance for their business  from
commercial providers this does indicate that the businesses have been independently assessed

by the providers as good, and sufficiently strong to warrant the provision of finance. The numbers
are modest: individuals securing all/part of a bank loan (n=28) acc ounts for 5% of the 2016
sample; and the individuals securing all/part of a credit card f acility (n=93) acco  unt for 16% of
the 2016 sample. Nevertheless, for this sub -set of the beneficiaries, this is an encouraging
finding given the challenges faced by early -stage businesses in securing finance.

Where finance had not been  secured, the most common reason was that the finance had not
been approved by the lender/provider, e.g. for the 33 individuals that identified that a bank
overdraft had not been secured (n=33), three -quarters (25) indicated that the finance was not
approved.

Finance beha viours

Consistent with the findings from the 2014 Year3sample ,andevidencefro m the British Business
Bank 2017 Business Finance Survey , when asked what was the first thing they did when the y
realised they had a  business financing need ,the most common  response fromthe 2016 sample
was to go directly to their main bank, identified by 22% of individual s that sought/applied for
finance (n=318). Afurther 17%r esearched finance types and products on the internet . Only 6%
of the t otal spoketoa financial ad viser or accountant.

Consistent with this data, over three -quarters of the individuals that sought o r applied for
external finance did not seek any external advice when applying for a finance facility (n=314)

59 BDRC Continental (2017) SME Finance Monitor Q2 2017, September 2017

60 Data not available for zero -employee businesses
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For those that did seek external advice, acco untants , and friends and family were the most
commonly cited sources. The variations were not significant  (at the 5% level ). However, within
the survey sample , the proportion of individuals that did seek external advice was 31% in
London. This said, the ev idence fromthe 2016 sample was consistent with wider evidence from
BBB that most SMEs  do not seek advice when applying for finance.

Table 6-5: Evidence on seeking finance advice when applying for  business finance b y the 2016
sample , by regions

Did not_ seek external advice Did seek external advice

North of England (n=84) 81% 19%
South of England (n=73) 75% 25%
London (n=64) 69% 31%
Midlands (n=52) 81% 19%
Devolved Admin (n=41) 80% 20%
Grand Total (n=314) 77% 23%

Source: Year 3 2016 cohort  survey
Barriers and future expectations

Of the individuals with a trading busines s at the time of the survey (n=480 ), 8 3% indicated that
nothing had stopped them from applying for external business finance in the past 12 months.
However, 16% of those trading did identify barriers to applying for external finance (this included

those that sought some finance, and those that did not seek any at all). There was no variation
by region in the proportion of individuals that identified barriers. It is also noted that tak  e-up of
programme pre -application support and /or mentoring , did not impact on the proportion of
individuals that identified barriers to applying for external finance

Care must be taken with comparisons given the nature of the 2016 sample . However, thisd oes
suggest a fairly high boreowessl d oifn 6tdh e c®tuaratgedp drou@m.ns ben
The latest dat afrom the SME Finance  Monitor (Q2 2017) reportedthat 2% of SMEs ( overall, and

those with eitherOor1l -9 employees that are mostcommonint he 2016 sample ), said something

had stopped them  applying for either loan or overdraft funding in the previous 12 months  .5% This

data from the SME Finance Monitor does not focus on new firms only, and is therefore n ot directly

comparable to the 2016 sample, however, the data do suggest potentially that individuals

supported by the programme have not to date sought the finance that they need more regularly

than those in the wider business population, with potential implications for their growth and

wider sust ainability.

The m ost common reasons given why individuals inthe 2016 sample did not apply for  business

finance (n=78) were not wanting to take on additional risk, the expectation of being rejected in
the application , and thinking that the finance would b e too expensive to service . Arange of other
61 This definition is more tightly defined than the question in the survey. Howev er, when other forms of finance were

included in the SME Finance Mewietekre,r stthe€ alsedelf i afedéwaultdhe SME Finan
at 2%. See  https://www.bdrc  -group.com/wp -content/uploads/2017/09/BDRC_SME_Finance_Monitor_Q2 2017.pdf
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individual, case  specific reasons were also provided , including related to the time required to
apply and receiving advice (e.g. from a mentor or other adviser ) against applying for finance at
that point.

The reluctance or perceived reluctance of mainstream commercial financiers to lend to start -ups
was also indicated in the Delivery Partner survey ,withanumber of respo ndents expressing that
mainstream banks will notlend until start -ups have atleast two/thr ee yearstrading history. One
respondent explained how this reluctance can;

Aput in jeopardy the future success and devel opmen

In addition, ¢ oncerns raised in the 2016 sample s urvey over finance being too expensive to

service, were also  reiterated in responses to the Delivery Partner surve Y;
iThe private market mostly offers short term | endi
affordable and at much higher APR rates which stre

Figure 6-2: Reasons why individuals did not seek business finance ( 2016 sample )

Didn't want to take on additional risk 36%

Thought would be rejected
Any other reason

Thought it would be too expensive

Decision would have taken too long/too much
hassle

Poor credit history

Didn't know where to find the appropriate finance

Not the right time because of economic
conditions

0% 10% 20% 30% 40%

Proportion (n=78)

Source: Year 3 2016 cohort  survey

Looking forward, 43% of the 2016 sample with a trading business at the time of the survey
(n=480) indicated that they are likely to have a need for and apply for external finance in the
next 12 mont hs, compared to 47% that indicated they would not (with 10% not knowing or
refusing to answer). The regional split is set out in Table 6-6.
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Table 6-6: Proportion of i ndividuals with a trading business inthe 2016 sample that are likely to
have a need f or and apply for external business finance in the next 12 months

South of England (n=130) 45%

North of England (n=121) 36%

Midlands (n=86) 37%

London (n=85) 51%

Devolved Admin (n=57) 54%

Total (n=480) 43%

Source: Year 3 2016 cohort surve y
There were also some variations by loan characteristics:

1 Individuals that came to the programme with an existing business and were trading

at the point of the survey were significantly more likely (at 5% significance) toidentify
thattheyw ould have a need for and apply for external finance in the next 12 months,
rela tive to those that started -up abusiness after support from the programme  (50%

of the former group (n=155) versus 40% of the latter group (n=325 ). This is likely
to reflect the maturity of the businesses , which were further onin  their development
and therefore  more likely to  require external finance

1 53% of individuals that drew down a loan of over £8k identified thattheyw ould have
a need for and apply for external finance in the next 12 months , compared to 32% of
individuals that drew down a loan of under £8k

Note that there was no evidence that take - up of mentoring had any effects on the likelihood that
individuals w ould have a need for and apply for external finance in the next 12 mon ths. Thisis
perhaps not unexpected, with the need for finance driven principally by business performance

and plans for growth, and with limited evidence that business advice (in various forms) was

driving finance need perspectives and priorities.

For th ose individuals that  were likely to have a need for and apply for external finance in the

next 12 months (n=  207), over a quarter (27%) indicated that there were issues that would

prevent them from seeking external finance in this period. The most commonre  sponses focused

around busines s circumstances and performance e.g. issues related to cash flow , sales and
performance history . For example, one respondent s t alusiness is hdt mdkingt hei r 6

enough money to make applications 0.

There were also a num  ber of responses around personal/business credit history representing a

barrier to seeking external finance. Personal circumstances around risk, inexperience and

personal doubts were also barriers identified by some respondents. A number of respondents
stated other barriers, such as interest rates , difficulties with finding a financier , and concerns
over loan repayments.
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Section 8: Evidence from the qualitative research on
local and regional delivery

Key findings
1  The case studies identified three key ways in which delivery of the programme was
influenced by the local/regional context , and these have facilitated an efficient delivery

of the Start Up Loans model and enabled greater reach and profile of the programme.
The three ways were
o the role of local/re gional sources of referrals for potential applicants, with these
often regarded as either equally or more important than national referrals i and
alongside this the role of other support in beginning to help shape business plans
before pre -application supp ort is delivered

othe availability of other f unUpiLcams offeds af financey u |
and potentially act as a substitute for rejected applications to Start Up Loans that
were still considered credible

o0 the use of the wider business suppo rt landscape to provide signposting to relevant
support, including access to mentor networks.

1  There was some evidence that Delivery Partners believe d they we re able to make
better, and more informed, lending decisions as a result of their local/regional
kn owledge, which would be lost with a centralised approach. This was due to their

knowledge of the local/regional market , both in terms of the markets that businesses
were intending to serve and the accessto finance challenges specific to the area.
1  Whilst e xplicit links to local or regional economic priorities were limited, there were

several perceived benefits amongst Delivery Partners. These related to perceptions of:
raising levels of business start -up and entrepreneurship in the area; providing access to
employment opportunities via self -employment and enterprise that led to reduced
unemployment levels; and reducing reliance on benefits/Job Seekers Allowance .
I  On a cautionary note, some of the wider landscape that Delivery Partners have been
able to access (and be part ofy was  supported by European funding, and so there is, at
the time of writing, a d egree of uncertainty about what may replace this in the future
Coverage
This section sets out the evidence from the Delivery Partner case studies regarding local and
regional delivery of the programme. The section sets out the evidence on the extent to which
the p rogrammeis tailored to reflect local needs , how delivery  aligns with wider local and regional
economic growth activity, the observed benefits of the programme at a local/ regional level, and

reflections on implication s for the future of the programme.

In this context it is important to highlight the flexibility offered to Delivery Partnersinh  ow they
deliver the programme, as suggested in the  evid ence presented in S ection 5 around the offer
and take -up of pre -application support and mentoring , and the Year 1 and Year 2 reports . The
Delivery Partner case studies in Year 3 have further highlighted how different models are evident
across different lo cal areas and regions . The focus of the analysis is therefore not to seek to
identify a single model that is most effective. Rather, the purpose is to draw out the evidence
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on how local/regional delivery has been delivered in a number of cases to inform fut ure thinking
about the programme.

Tailoring of support

The evidence from the case studies in Year 3 indicates that , generally, Delivery Partners do not
tailor substantially ~ or explicitly their offer to reflect specific local circumstances or needs . Rath er,
the support offer is dependent on (i) the overall delivery model adopted by the Deliver Partner

to reflect i ts own organisational/delivery structure and (ii) the specific nature of support that
individuals applying for/securing support require. Consist ent with the e vidence from the case
studies in the Year 2 evaluation, the research t his year demonstrates how the pre -application
support and mentoring s up ploea dabbeitworkingawitignehe gppréadhaaken n d
by the Delivery Partner that r eflects their capacity and structure.

This said it should be recognised that the delivery model itself may be influence d by local
circumstances, particularly those related to the economic and physical geography of the area

This informs directly =~ where sup port staff are located, and how activity is distributed across the
team. In  some cases, such as Business Finance Solutions in Manchester which covers a largely
urban area centralised approaches were evident (e.g. a single team offering support from a
singl e location ), where as in others, includingm  ore rural and /or polycentric geographies  such as
SWIG Finance , support teams were located across the area, with each taking a specific
responsibility for particular locations. The latter seeks to respond in part t 0 issues around
accessibility, and the importance of face -to-face engagement at both the pre -application and
mentoring stage, and the benefits from genuine local knowledge (discussed below).

The lack of tailoring is not unexpected given that the programme is open to individuals of all
ages and in all areas. Further, the spatial focus of Delivery Partners tends to be quite large, with
a number of examples in the eight Year 3 case studies where Delivery Partners have expanded

their area of focus for the prog ramme, movi ng f r o mbegon dléapmoadh § indludinga
Transmit Start Up  and First Enterprise . W hilst some areas may have socio -economic issues that
are more pronounced than others i for example, around higher rates of unemployment and
economic a ctivity 1 the Delivery Partners are working across spatial areas with a wide range of

socio -economic contexts, and therefore a diverse mix of individuals with different needs and
expectations.

The Delivery Partner survey evidence also indicates that, gene rally, Delivery Partners do not
substantially tailor their support across the geographic al areas they serve. One respondent
expressed ;
Afiwe try to offer the same | evel and offers of
area that we cover whether that is through us directly or through our various
referral partnerso
Despite the lack of tailored support, a number of Delivery Partners acknowledged variation in
the size of loans individuals apply for , and support take n-up by individuals, across their

geographical areas. Therefore, indicating that the specific needs and requirements of individuals
can vary geographically.
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This said, the case studies did highlight three ways in which delivery of the programme was
influenced by the local/regional context. First, the case studies highlighted the importance of
local/regional sources of referrals for potential applicants. Across the eight case studies, the
national referrals via the Start Up Loan Company were important I to varying degrees 1 but
locally -source d referrals we re regarded as either equally or more important in anumber of cases.
Sources included local enterprise agencies, growth hubs (in England) , devolved business support
programmes  (in the devolved administrations in Wales and Scotland), local banks and
accoun tancy firms, private sector business advisors/consultants, and other local business
networks and  support organisations. In one case (First Enterprise) |, the Delivery Partner noted
they attend business support sessions run by partner organisations in order t 0 raise awareness
of Start Up Loans (and their wider finance products), and generate increase d demand, with the
local relationships that have been established helping to enable this activity. Whilst it is possible

that some of the local/regional referrals would access the programme via the national
applications process, the case studies suggest that in most cases, the ability for Delivery Partners

to access direct referrals from local/regional sources is an important part of the ir delivery model,
and helps to access potential client s that may not otherwise be able to access the programme.
There may also be some benefits in terms of the viability of applicants, and the 6conversion ra
from initial enquiries to applications for those individuals that have ¢ ome through loca I/regional
referrals . One Delivery Par tonverr 6more ¢f ¢hd lochl ereyiriesdto applications

than national referrals via the Start Up Loan Company, and another that many of the referrals

from the national centralised system a re not eligible for support, leading to some capacity issues

in dealing with the volume of referrals, although this was reported to have improved over time.

Second, a number of the case studies highlighted how the Start Up Loans programme was
situated wi thin a wider landscape of enterprise and business support programmes , provided by
both devolved government (e.g. the Business Wales programme, and Scotland 0 sBusiness
Gateway ), and by sub-regional and local agencies in England. Further to facilitating refe rrals to
the programme  noted above, there were examples of how the Start Up Loans model fit s within
this context:

1 At the application stage, owing to previous support, applicants to Start Up Loans can
come to the programme with a well -developed business p lan in place . This does not
preclude the need for pre  -application support as part of delivering the Start Up Loans
model, but enable s greater focus on common areas of relative weakness, such as
financial /cashflow projections .

1 Interms of the financial sup port, ot her programmes camr bét oups eudp &
the Start Up Loans finance , where the value of finance available through the programme
does not meet fully the requirements of the business

1 Following award of Start Up Loans, business support progr ammes in the wider landscape
provide a basis for giving access to mentors or other business support for beneficiaries
that can enhance or complement the mentoring offer provided by Start Up Loans . For
example, DSL Business Finance noted thattheir  post-loan offerincludes asa minimum a
face-to-face meeting six months after loan draw -down (with extra support available
before / after this, as requested by the individual ), but that they also frequently signpost
their client to mentors from another organisation to provide additional advice, and to
avoid any duplication of support . In practice, therefore, the mentoring offer may be
delivered through other existing support, with the post -loan support from the Delivery
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Partner mor e of a -ib¥ eamxihrdg a ntthreei dther.cases, Delivery Partner s
noted that they refer individuals that have received a Start Up Loan to partner agencies

to receive additional support of specific business needs, for example industry - specific
issues.

Common themes emerge from thes e examples : local/regional delivery  enables a greater focus
to Start Up Loans delivery allowing efficient implementation of the model ; and Delivery Partners
provide individuals supported by the programme with access to a broader suite of support, which

may be less accessible without the networks and linkages facilitated by the local/regional
Delivery Partners.

Third, there was some evidence that Delivery Partners believe they are able to make better , and
more informed , lending decisions as a result of the ir knowledge of their local/regional area,
which would be lost with a more centralised approach. A knowledge of local/regional market
dynamics (and therefore what potential levels of competition and demand might look like), and

access to finance challenges  specifictothearea  were seen as important in making decisions and
controlling risk in the loan portfoli 0.

Local knowledge was also noted to be helpful in ensuring that the advice provided at the pre -
application and mentoring stag e was appropriate to th e specific spatial context within which a
business will be base d. This will not always be crucial, where businesses are looking to access
national and international markets . However, many of the businesses started -up by individuals
are dependent on local d emand (as demonstrated through the survey evidence set out in

section s 3 and 4), meaning that this local insight can be particularly important.

Engagement and partnership working

The nature and dept h of engagement and partnership working with other o rganisations in the
local are a/region, and engagement in wider local/regional strategic activity varied across the
eight Delivery Partner case studies. Delivery Partners highlighted a role in engaging  with
professional services actors in the local areas/re gions in which they operate, i.e. banks,
accountants, financial advisors and enterprise agencies. These were relevant for referrals in both

directions 1 although they were not always major sources for client acquisition for Start Up

Loans, as discussed abo ve. However, wider engagement and partnership working , related
specifically to the Start Up Loans programme, was mixed.
As previously mentioned, in the publicly -funded landscape , Delivery Partners in the devolved

administrations  (Antur Teifi and DSL Busin  ess Finance) engaged with the main business support
programmes of their respective devolved governments. This has provided opportunities to focus

and ensure efficient delivery of the Start Up Loans model, as the Delivery Partners have been

able to leverag e wider resources. Delivery Partnersin England also identified practical linkages
with local and regional business support programme and organisations, enabling cross  -referrals.
There were some examples cited across Delivery Partners where quite specific local knowledge
and embeddedness in the economic development landscape had helped with particular
beneficiaries. For instance, one example was mentioned whereby a beneficiary was signposted

to a specialist agricultural scheme that was relevant to the busi ness (by Antur Teifi).

Delivery Partners were regularly engaged in local/regional groups and networks around business
support, for example Chambers of Commerce , or consortia of business support organisations.
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However, Delivery Partners were engaged in thes e networks/groups as  organisations delivering

a range of business support activity, not explicitly owing to their role as a deliverer of the Start
Up Loans programme . This is not unexpected i all eight Delivery Partners covered in the case
studies also delivered other activities outside of the programme, and some had been activei n
their local area/region for along period prior to the programme. However, this exposure via local
Delivery Partners, does  provide an opportunity for raising the profile of the programme across
wider partners . For example, one Delivery Partner  (First Enterprise) noted they attend monthly
meetings held by their L  ocal Enterprise Partnership (LEP) where they provide a five  -minute

presentation on their activity to around 30 -40 other b usiness support organisations in the area.
Another (SWIG Finance) noted they are part of a LEP group that holds a quarterly meeting with
the Chamber of Commerce and banks, crowdfunders and other providers of finance 1 this afford s
an opportunity to provide details on the programme, as part of the broader access to finance

offer available locally

The Delivery Partner survey also suggests engagement with local/regional groups and networks
The quotes below indicate how Delivery Partners utilise these groups and networks to offer
individuals tailored support;

fiwe have the | ocal knowl edge and networks to
advice is provided to our customer so
ii f an applicant is at the very early stage
them to on e of the business support organisations for exa mple , Local
Chamber of Commerce  LauchPad Programme to attend the pre -start

wor kshopso

There was limited evidence from across the case studies of Delivery Partners engaging with other

providers of Start Up Loan s in their area. The one exception here was in Wales, where at the
time of the case study research Antur Teifi was one of three Start Up Loans Delivery Partners,
and had a collaborative relationship with one of the other two. In practical terms the two De livery

Partners covered different geographical areas of Wales, thereby cutting any overlap and
competition for clients. They also worked together as part of regular monitoring with SULCo,

contributing to efficiencies and opportunities for sharing learning. Similar approaches to
minimise d uplication in specific loan areas/regions were not identified i n the other case studies
(although in the case of Scotland, the DSL Business Finance was the only Scotland -specific
provider).

Local and regional benefits

The nature of benefits to local areas and regions identified by Delivery Partners ( rather than to
individuals ) were broadly consisten  tacross the eight case studies, as may be expected given the
overall purpose and focus of the programme. The benefits related to perceptions of: raising
levels of business start  -up and entrepreneurship in the area ; providing access to employment
opportunities via self  -employment and enterprise that led to reduced unemployment levels ;and
reducing reliance on benefits/Job Seekers  Allowance. A number of Delivery Partners also
highlighted the role of the programme in providing economic opportunities in deprived areas

and/or for disadvantaged groups ; this included in one case engagement in the local area with
growing ethnic minority groups.
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It was noted in some (but not all) cases that the benefits were aligned strongly to the local
economic development and policy landscape in their area , including those led by key local
partners such as LEPs and Local Authorities. Forexample,anum ber of Delivery Partners reported

that the programme contributed to key local priorities relating to boosting opportunities for
economic activity, both directly for the beneficiaries concerned, and indirectly through the

employment that new businesses may create and the services that the businesses provide. On
a cautionary note, it was highlighted that the increasing pressures on credit assessments, and

the shortage of capacity for spending more time with those that needed this as part of pre -
application su pport, delivering these types of benefits were becoming more challenging.

One Delivery P artner (Transmit Start -Up) also highlighted that the scale of loans they delivered
via the programme  has helped to improve the profile of their region as a business loc ation. The
Delivery Partner noted that the programme s ends out awider message that the region has good
business infrastructure and is an ideal place to start a business , and that the programme
demonstrates the business support infrastructure in the region d&vhich boosts perception of the
local area, and attract s further businesses . 0

Reflection s on local/regional delivery
Drawing on the evidence from the case studies, three key points are highlighted

1 The role of Delivery Partners in the local/regional/dev olved business support
landscapes has helped in delivering the Start Up Loans model, and in delivering it
efficiently. There are examples of cross -referrals infout of the Start Up Loans
programme and the use of capacity in other programmes to deliver mento ring. It is
noteworthy in this context, however, that some of this wider provision is supported
by European funding, and so there is, at the time of writing, a degree of uncertainty
about what , if anything, may replace this in the future.

1 The reference to local economic strategies was limited in the case studies with
Delivery Partners , and so the explicit role of Start Up Loans in delivering against local

economic priorities was not evidenced strongly . This said, the evidence did point to
examples of where local knowledge of key issues and priorities were relevant. There
were examples highlighted of how the knowledge of local Delivery Partners had helped

to provide beneficiaries with additional relevant signposting that they may not have

got otherwise, and a  sensitivity to local priorities and contexts, especially related to
wider social challenges. Delivery Partners also noted that a knowledge of the local
context can help in making better informed decisions around loan assessments.

1 The profile and reach of  the programme does appear to benefit from the fact that
Delivery Partners commonly also deliver other business support and access to finance
interventions, which means they are active in local and regional networks and groups.

In a number of cases these m echanisms enable the programme to be communicated
to a wide range of other organisations that can help to drive referrals and demand for
support. So, whilst Delivery Partners are not engaged in local networks because of
Start Up Loans, this engagement does help to maximise the potential of the
programme to reach a wide base, and raise its profile across the adviser and business
support landscape.
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Section 9: Conclusions and implications

This final section of the report summarises the main results of the eval uation at this  final report
stage. In doing so, we set out a reminder of the headline findings from the Year 3 evaluation,
and reflect , where relevant , on the evidence from the previous years of the study to provide an
integrated assessment of the programm e from across the evaluation period. The section
concludes with the  principal implications of the evaluation evidence that the British Business
Bank should reflecton asit considers the future for the Start Up Loans programme

Impact and value for money

Whilst the evidence in Year 3 was based solely on self -reported analysis, and therefore needs to

be treated with some caution, the overall findings re -affirm the headline finding s from the
evaluation in Years 1 and 2 , namely that the programme has generate d benefits for individuals
that have drawn down loans . The programme has supported the start -up or early growth of new
businesses, and demonstrated additionality, whereby for a proportion of beneficiaries some or
all of the benefits would not have been gen erated without the programme.

In both the 2014 Year 3 sample andthe 2016 sample (thatis, individuals surveyed in the Year
3 evaluation that drew down their loan over June -December 2014 and January -June 2016
respectively ), the start -up rate for individua Is surveyed was over 90% . The survey evidence
suggest ed that more businesses have started up than would have been the case if the
programme had not  existed , resulting in an increase in the number of business starts across the

UK: around oneinfive ofthe individualsinthe 2016 sample , and one in four in the 2014 Year3
sample , that started -up a business following support from the programme reported that the
business would not have started without Start Up Loans. Timing effects were more common,
with at le ast half of individuals that started -up a business following support in both cohorts
indicating that the start -up was achieved more quickly than if they had not been supported by

the programme.

The impacts of the programme in terms of net economic effect s (measured using GVA) were
estimated to be  substantia |. The evaluation estimate  d that (based on self -reported data ): the
2014 cohort (of 11,000 loans drawn down over November 2013 -December 2014 ) will generate

a net GVA of £169m by 2019 /2 0; and the 2016 co hort (the ¢.3,450 loans drawn down over
January -June 2016 ) will generate a net GVA of £85m by 2021/22.

In both cases, the benefits in terms of GVA are expected to be higher than the costs associated

with delivering the programme, the latter covering both the lending and non -lending costs
(including pre-app lication support and mentoring). The BCRs (using Economic Costs) vary
between the two cohorts from around 3. Oto 3. 7:1 for the 2014 cohort ,to 5.7 :1 forthe 2016

cohort . Three points are important in this context. First, all BCRs suggest that the value for
money of the programme is positive, which is also consistent with the evidence from the previous

years of the evaluation. Second, whilst the BCRs cannot be compared directly , owing to the
changes inthe characteristics of the individuals and loans in the two population s, the evaluation
suggeststhatthe value for money of the programme may have improved . One of the key reasons
for improved value for money has been the more consistent and more efficient pr ogramme

process. A second key reason identified is the increase in the size of companies started and
developed.
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Third, although the evidence from the Year 3 evaluation suggests that the BCR of the 2014
cohort is around 3.7:1, and this compares to the fi ndings from the Year 2 evaluation of a BCR
of 3.0, it is likely that this apparent improvement in the BCR does not reflect a genuine shift in
the underlying value for money of the programme, rather that the 2014 Year 3 sample that has
responded to the surv ey in all three years has previously, and continues to, perform better, than

the 2014 samples from Year s 1 and 2, owing to response bias. Given the uncertainties here T

related to response bias and business survival in particular T it appears appropriatet o consider
that the value for money of the 2014 cohort , as expressed in terms of BCR (Economic Costs) is
likely to fall within the range of the 3.0:1 from the Year 2 evaluation and the 3.7:1 from the

Year 3 evaluation. This remains positive for the program me.

The change in BCRs between the 2014 cohort andthe 2016 cohort alsoreflect s in part selection
into the programme, and the characteristics of entrepreneurs supported . The later population
period 1 and in turn the survey sample 1 saw a shift towards o Ider individuals securing loans,
fewer tha t were unemployed when they approached the programme, and individuals securing

higher value loans (associated with larger companies) . This change in the  socio-economic
characteristics of the individuals supported has had implications in decreasing the wider social
and distributional contribution of the programme  (which is not reflected in the value for money

model) , and the extent to which these individuals may have been able to access other sources
of finance. The increases in efficiency in programme processes, partly due to pushing costs of
non -lending support down, may also have reduced the ability for Delivery Partners to support
groups requiring greater hand -holding and with lower credit ratings.

Three further points are highlighted in relation to the impacts and value for money of the
programme . First, t he level o floan re -payment that is achieved will be an important influence

on the final value for money of the programme. One of the key factors driving the hig her BCR
forthe 2016 cohort relativetothe 2014 cohort was an assumed 40%  (ratherthan 50% ) default
rate on the loans . Thiswas based on analysis of the loan book and expected lifetime re -payment
by BBB/SUL Co, which show ed an improvement in default rates between the 2014 and 2016
cohorts . If a 50% default rate was assumed (as has been used throughout the evaluation for

the 2014 cohort) , the arrears adjusted BCR ratio for Economic Costs forthe 2016 cohort reduce s
from5.7:1 to under 4.9:1.

Second, most bu sinesses started -up by individuals supported by the programme appear to be

6l i festylebd rather t h a designedcpancigalyltogpivide engploymens and an

i ncome for the founder, rather than O6scal amtigederaieusi nes:
further employment . Around 60% of businesses reported having no employees other than the

owner in both the 2014 Year 3 sample (between three and three and a half ye ars since they

drew dow n their loan), and in the 2016 sample (between 18 months and two years since they

drew down their loan) . Whilst the businesses  inthe 2016 sample were on average larger i both

in terms of employment and turnover i the evidence indicate d that the principal route to

economic impact of the programme will be via the turnover of th ese businesses started -up.

Third, the Year 3 evidence for the 2016 cohort , consistent with the evidence from previous years ,
suggest ed a relationship between the level of arrears and business performance. For example
the overall ar rears rat e in March 2017 for the 2016 sample was 12% (i.e. 12% of individuals
were in arrears at this point); this increased to 30% for those individuals that had started -up a
business that had subsequently closed (n=66). The average turnover for businesses started -up
by individuals that were not in arrears was also higher than those that were (£116k compared
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to £71k). Thisis what would be expected, and for boththe 2014 sample analysisinY ear 2 and
the 2016 sample analysisin Year 3the direction of causality is not clear .

Exploratory analysis sought to take account of distributional issues on programme value for

money, drawing on Treasury guidance on the use of income distributional weights. The value for

money analysis was re -run using distributional weights ba sed on the income of beneficiaries
when they first considered starting up a business, before their engagement with the programme,

for both the 2014 and 2016 cohorts . The analysis suggests the value for money of the
programme is higher once the pre -programm e income of the beneficiary is taken into account,
across both cohorts, although the effect is more pronounced for the 2014 cohort (using data
from Year 2 given sample sizes) , with a higher share of individuals in this group in the lowest
income bands . The income adjustment does not fully close the difference in BCRs between the
cohorts. However, the exploratory analysis highlights the economic and social value of the
programme in supporting 6l ess advantageddé indrwihdual s,
improved value for money when the income distribution of beneficiaries is considered.

Employment and personal development outcomes

The evaluation has found evidence that beneficiaries of the programme have seen changes in
their employment status (with fewer people unemployed, and more self -employed) , and
perceptions of their  longer -term employability and employment prospects. Notably, o ver three -
quarters of individuals in both the 2014 Year 3 sample and 2016 sample reported that the
programme had h ad a positive effect on their long -term job prospects , with positive effects also
reported by a majority in terms of skills, both within and outside of business.

There was also evidence of transitions between unemployment  and self -employment and
employme nt. Inthe 2016 sample , 17% of the total survey sample moved from unem ployment
into employment , self -employment or a role as a proprietor/business owner after their
engagement in the programme. Of those that moved specifically into self -employment,
approac hing half reported that they would not now be in self -employment if they had not been
involved with the programme. However, it is noted that as the characteristics of the beneficiary

cohort have shifted over time, the potential for the programme to support individuals out  of
unemployment may  have been reduced.

The wider evidence from Year 3 in relation to  pre -application support and mentoring was, in
some ways, consistent with the evidence from previous years of the evaluation . The support was
generally va lued highly by individuals, and there were self -reported benefits from both pre -
application support and mentoring on skills and confidence. However, the survey evidence
indicated that overall participation in  mentoring may have reduc ed over time . This may reflect
the different characteristics of the more recent sample that was survey ed, as older and more
experienced business owners have tended to be less likely to take up mentoring. From the survey
feedback and case study work, it was evident that the mento ring offer to individuals has
remain ed varied across the Delivery Partner network , and there have been examples whereby
Delivery Partners have drawn on the wider business support landscape to provide advice and

mentoring to beneficiaries . Two consistent me ssages across the evaluation period have been
that a significant minority of individuals d id not understand the potential value of mentoring,

and that approaching 20% of individuals supported by the programme have not been offered
mentoring support.
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Overa Il satisfaction with the programme amongst the individuals that it has support ed is high,
with a Net Promoter score (NPS) of around 50 -60% acrossthetwo survey samples . Thisappears
to perform well against benchmarks of other finance provide rs based on da ta reported by the
Start Up Loans Company in their annual re port s. The survey data suggest ed that satisfaction
with the programme was associated with  certain aspects of i ndi vi dual s experien
programme itself . Satisfaction was higher for those that had take n up pre -application support
than for those that did not, and for those using more hours of  mentoring . As may be expected,
satisfaction was higher for those individuals that had a business that was still trading, compared

to those where the busine  ss had closed. This indicates that satisfaction with the programme is
reliant on external factors that it cannot control fully. However , the overall findings on
satisfaction are positive, and suggests that the programme is in most cases meeting the needs

and expectations of the individuals that it supports.

Characteristics of those who benefit the most from the programme

Econometric analysis was undertaken on the 2016 sample to identify if there were any
characteristics associated with individuals that had benefited the most from the programme,
covering both business effects and those related to personal development. This analysis was not
completed for the 2014 Year 3 sample owing to the sample size. The analysis indicated that the
characteristics of tho  se that benefited most ~ varied dependent on the nature of the outcome with

no consistent characteristics across different outcome types

1 where the focus is on business outcomes (i.e. business survival, sales and employment),
the key characteristics associa  ted statistically with positive benefits are busine sses with
multiple owners, and individual s with businesses that had some employees (compared to
beneficiaries operating businesses with no employees)

1 where the focus is on individual personal development outcomes (notably job prospects,
and business and personal confidence), those individuals  with no previous business
experience, and those  that were unemployed at the time of applying to the programme
are statistically positively associated with benef itting more from the programme
The findings on personal development outcomes are not unexpected, and reflect the o6distanc
travell edd by these individual s as Haaveverehlewedonomeatrit pr ogr a
analysis does highlight the importance of the p rogramme in generating different effects for

different groups, including personal development effects for those that were unemployed, which
needs to be seen alongside the impact and value for money assessment which are based on
business outcomes only.

Two other points are noted from the econometric analysis of the 2016 sample : higher levels of
self -reported additionality were associated with individuals aged 18 -30; and take -up of higher
levels of mentoring support (over six hours) was associated with mo re positive outcomes in
terms of business and personal confidence (with the analysis controlling for other factors such
as age, business experience, and qualification levels ).

Access to finance
The evidence from both the 2014 Year3sample andthe 2016 sample suggest ed thatthe rewere

some similaritiesin  the behaviours adopted by individuals supported by the programme with the
wider population of  micro enterprises . For example, most did not seek any advice when they
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first identified an access to finance need, and they have commonly relied on finance from friend S
and family to meet their financing need S.

However, the evidence has suggested a hi gher Il evel of 6di scouraged
individuals supported by the programme than the wide r business base . In both samples, 16%

of the individuals surveyed indicated that they had wanted to apply for external finance in the

last 12 months but did not do so, owing to a range of factors including an expectation of rejection

and not wanting to take on additional risk. This may reflect in part the maturity of the firms and

the nature of the businesses (as discussed above, there were many sole traders , which may limit

levels of willingness to take on risk ). However, this may also limit the potential for the growth

and sustainability of the businesses if they are not accessing the finance they would need to

grow .

The survey indicate d that there will be demand for finance from the Start Up Loans population
in the future. Between 40 -50% of the individuals surveyed a cross the two samples anticipated
that they will need and apply for external finance in the nex t twelve months. No consistent
themes emerged around potential external barriers to finance; the most common factor that

may prevent individuals seeking finance from across the two samples was related to the
performance of the business itself.

Reflecti ons on local and regional delivery

A particular issue for the final year of the evaluation was to consider the local and regional nature

of delivery of the programm e. The case studies suggested that the role of Delivery Partners in
the local/regional/devolved business support landscapes has helped in delivering the Start Up

Loans model, and in delivering it efficiently. The ability for local/regional delivery to alig n with
other interventions, particularly to generate referrals and raise the profile of the programme

amongst stakeholders was a common theme across the case studies. It is noteworthy in this
context, however, that some of this wider provision is supported by European funding, and so

there is, at the time of writing, a degree of uncertainty about what may replace this in the future.

The case studies also highlighted the potential importan ce of local knowledge and insight in the
successful delivery of the pr  ogramme. There were examples highlighted of how the knowledge
of local Delivery Partners had helped to provide beneficiaries with additional relevant signposting

that they may not have got otherwise, and a sensitivity to local priorities and contexts, espe cially
related to wider social challenges. Delivery Partners also noted that a knowledge of the local
contexthelp ed in making better informed decisions around loan assessments , leading potentially

to lower rates of default.

More broadly, the evidence suggests thatthe profile and reach of the programme has benefit ed
from the fact that Delivery Partners commonly also deliver other business support and access to

finance interventions, which means that they are active in local and regional networks and

grou ps. In a number of cases these mechanisms have enabled the programme to be
communicated to a wide range of other organisations that can help to drive referrals and demand

for support. So, whilst Delivery Partners are not engaged in local networks specifica lly because

of Start Up Loans, this engagement does help to maximise the potential of the programme to
reach a wide base, and raise its profile across the adviser and business support landscape.
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Implications

Four key implications emerge from the evalua tion evidence, drawingontheY ear 3 evidence in
the context of the evidence from previous years of the study

1 First, v alue for money , as assessed in terms of the benefits from the creation and
development of new and early stage businesses against the eco nomic costs of running
the programme , has improv ed. This is a positive sign , and has been partly due to
increased efficiencies in how the programme has been run and partly reflective of the
increase in average size of the companies started and developed. H owever , there
appearstobea risk that thisis atthe expense of the social and distributional rationale
underpinning the programme T benefits that have not been captured full y inthe value
for money model owingt o their natures . Going forward, clarity on the objectives of
the programme is required , and then operationally this needs to be communicated
from SULCo to Delivery Partners. If these continue to include the social and equity
objectives, thent here is a need to ensure that the incentives to  Deliver y Partners to
drive down defaults rates, and support i ndi vi dual s with Obef¢(thater 6 bu
may represent lower risk ), does not mean that the type of individuals that the
programme was also established to support from the outset are no longer able to
access the programme , i.e. i ndividuals that are unemployed, seeking modest sized
loans, younger and from more deprived communities . For these individuals, arguably
accessing finance and business advice are  more challenging or pressing

1 Second, despite its role as a core componen t of the programme, the evidence
suggest s that the offer, take  -up and delivery of mentoring appears to remain very
varied across the programme . For example, around one -fifth of i ndividuals drawing
down loans reported not being offered mentoring support. The evidence from across
the evaluation is clear that not all individuals supported by the programme want
mentoring support. However, it i sadeicongstently,andt t hat
this does not appear to be happening.

1 Third, there is evidence of a need to make further finance advice available to
beneficiaries after their award, either through 1
signposting. Many of those identifying a finance need have not sought finance advice,
and a significant minority of individuals supported by the programme (around 15%
accordingto the surveys ) that require d additional external finance following the Start
Up Loan did not seek it, indicating a prevalence o%oméai scour
this may be due to  risk aversion (which may be high owing to the 6l i festyled nat
many of the businesses ), and for these businesses external finance may not be
appropriate. This said, the proportion is higher than may be expected, even
accounting fort he maturity of businesses started -up by programme beneficiaries ,and
may be | imiting the growth potential and/or sustainability of businesses started -up by
beneficiaries. The data does not indicatea 6 gapd on t-kide, ratheptheineed
to help stimul ate demand and awareness on the demand -side to ensure that
beneficiaries of the programme are confident and able to access the finance they
require following support.

1 Fourth, t he case studies suggest ed that there are benefits from a regional/local
approac h todelivery .These are hard to quantify, but have included the ability to align
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and cross -refer between Start  Up Loans and other local and regional provision (partly
enabling access to the right kind of advice that beneficiaries require), raising the
profile of the programme in the business support landscape, and having an
understanding of local and regional markets (where applicable to beneficiary business

ideas). Whilst there are also potential benefits from  national providers (e.g. in terms
of scale ec onomies), the evaluation does suggest that thereis a case for a provider
mix that includes  regional/local flexibility in the delivery of the programme . Oneissue

identified, however , was that more could be done to avoid duplication, with limited
joint -wor king identified at a local/regional level between Delivery Partners operating
in the same geographies and competition for clients between national and
local/regional players
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Annex A: Econometric methodology and results
tables

Purpo se

This annex describes the steps taken to obtain the econometric results presented in the body of

the report. It also contains the full regression tables. The purpose is to provide a technical
explanation on the steps involved, including a description of how the variables have been
derived, how the model specification s were developed in light of data constraints (primarily
related to sample size), and the sensitivity checks that have been applied to corroborate the

findings.

Rationale and Method

The focus of the Year 3 analysis was the 2016 sample of beneficiaries. The analysis sought to

anal yse the factors most associated with a range of ou!
aim to assess the individual and business -level characteristics of SUL benefi ciaries that benefit

the most from the programme (in terms of economic and personal development outcomes). The

econometric analysisd id not seek to analyse the causal mechanisms associated with benefitting

most T which was the focus of the Year 2 analysis and report i asthisyear & work did not collect

data on the comparison/counterfactual group of non -beneficiaries needed for such analysis.

The method used for the econometric analysis was multivariate regression, employing cross -

sectional logistic regress  ion where the dependent variables w ere binary - i.e.the outcome was

either achieved (y=1), or it was not achieved (y=0) T and OLS regression where the depende nt

variable s were continuous ( e.g. number of employees). Due to the limited sample size and the

large number of potential co -variates (ficontrol variableso), the app
perform a series of fAcascadingd regressions to develop
with a particular outcome. This iehivtoh atedc smptexii fegd nag fac

of key variables, including personal characteristics of the beneficiary and headline features of
theirbusiness T and a set of HAopt i owerd obe -byaaoné iasbrieceirsto the imadel
to check for their level of st atistical significance (i.e. to confirm if the factor has a strong

association) and the degree to which they improwve the
acrosso of the full set of fAcascadingod regressi ems to
and most i mportant AfAoptional 6 variabl es.

Data

The final d ataset, following data cleaning 62 was comprised of 585 SUL beneficiaries. T able A-1

provides a descriptive overview of the outcome (fAidepen
analysis, includin g a brief description. Th e number of observations for each variable varies from
313 for the indicator measuring sales change (measuring if a beneficiary increased their sales

62 Which included removing 17 observations from the data for beneficiaries with businesses that had been operating
for 5 or more years at the time o f applications (a step taken to be consistent with the Year 2 analysis).
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from the last to the current financial year), to completed data (i.e. 585 observa tions) for data
on the extent of arrears for each beneficiary.

TableA-1: Out come (fAdependento) variable descriptive stati:c

Variable Count Mean SD Min Max
Survived (excludes nestart-ups) 529 0.88 0.33 0.00 1.00
Sales change (binary, 1=reports an 313 0.65 0.48 0.00 1.00

increase in sales from the last to the
current financial year, O=otherwise)

Gross sales (last financial year) 357 120,905 429,923 0.00 7,000,000
Gross sales (current financial year) 406 147,677 519,070 0.00 9,000,000
Gross sales éxt financial year) 381 376,432 2,673,283 0.00 50,000,000
Additional sales (last and current financie 449 57,459 130,683 0.00 1,810,000
year)

Additional sales (last, current and next 451 120,445 323,234 0.00 5,172,000
financial year)

Level of attributon (0-100%) 573 0.53 0.38 0.00 1.00
Employment change (binary, 1=reports ¢ 362 0.14 0.35 0.00 1.00

increase in employment from the last to
the current financial year, O=otherwise)

Employment (last financial year) 373 1.94 4.83 0.00 47.00
Employment (ctrent financial year) 460 1.85 4.57 0.00 47.00
Employment (next financial year) 444 3.45 7.01 0.00 53.00
Promoter (9 or 10 satisfaction score) 584 0.69 0.46 0.00 1.00
(binary, 1=yes, O=otherwise)
Detractor (6 or below satisfaction score) 584 0.12 0.33 0.00 1.00
(binary, 1=yed)=otherwise)
Increased job prospects (binary, 1=yes, 581 0.76 0.43 0.00 1.00
O=otherwise)
Increased business confidence (binary, 580 0.75 0.43 0.00 1.00
1=yes, O=otherwise)
Increased personal confidence (binary, 574 0.62 0.49 0.00 1.00
1=yes, O=othervgie)
In arrears (March) (binary, 1=yes, 585 0.11 0.32 0.00 1.00
O=otherwise)
Arrears- 1 month + (Sept) 585 0.14 0.35 0.00 1.00
Arrears- 3 months + (Sept) 585 0.09 0.29 0.00 1.00
Table A -2 presents an equivalent set of descript ive statistics for the <contr
variables. For the majority of the variables, the data was close to being complete, with a high
number of observations. Exceptions included . whether a beneficiary was invol ved in other
activities ( 497 observat ions) ; and data on the size of the firm in the previ ous financial year (413
observations). The latter variable was developed by all ocating eacthrt-bpemoef i ci ai
one of four categories - not trading, no employees, micro business (0 -9 employees), and small
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business or larger (>10 employees)

i using employment data in the last financial year, or where

absent the trading status. Any beneficiaries with trading businesses, but who did not provide

employment data

Table A-2: Contr ol

Variable

Age group (1=Age 18
Has business experience
Has a degree

Gender (1=Female)
Unemployed pre -start
Business plan prepared
Has multiple owners
Involved in other activities
Business age

Business age (squared)
Region

Devolved Administration
London

Midlands

North of England

South of England

Sec tor

SICA-F
SICG-I
SICJ-N
SICO-U

-30)

, were excluded from this variable.

(Aindependent 0)

Count

584
584
575
584
584
582
584
497
528
528

584
584
584
584
584

586
586
586
586

Size (based on employment in previous financial year)

Not trading 413
No employees 413
Micro (1 to 9 employees) 413
Small business or larger (10 or more 413
employees)

Loan value

Up to 3k 584
3k to 8k 584
Over 8k 584
SUL mentoring 559
Mentoring hours

No mentoring 551
Less than 6 hours 551
6 hours or more 551
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Mean

0.36
0.27
0.59
0.36
0.27
0.96
0.36
0.29
2.28
5.66

0.12
0.17
0.19
0.25
0.27

0.28
0.24
0.26
0.21

0.04
0.53
0.39
0.03

0.14
0.35
0.51
0.43

0.58
0.19
0.24

var

0.48
0.44
0.49
0.48
0.44
0.21
0.48
0.45
0.69
3.73

0.33
0.38
0.39
0.43
0.44

0.45
0.43
0.44
0.41

0.20
0.50
0.49
0.18

0.35
0.48
0.50
0.50

0.49
0.39
0.42

abl

SD

e

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.50
0.25

0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00

descri

Min

ptive
Max

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
4.67
21.78

1.00
1.00
1.00
1.00
1.00

1.00
1.00
1.00
1.00

1.00
1.00
1.00
1.00

1.00
1.00
1.00
1.00

1.00
1.00
1.00

st at
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Model specification and sensitivity checks

For each outcome variable a set of MAcascadingd regressions were

was a fAcored model containing a set of primary var.i
regression, as outlined in the table below. The next
secondary variables individually. The | ast step was
contained everything. The approach allows for an assessment of the key variables of interest,

as well as a check on their consistency across model specifications (in light of potential issues in

terms collinearity). This approach was used due to the sample size available, and the
accumulation of missing data due to the addition of new variables.

Table A -3: Model specification: core and optional variables

Variablet ype Core variables Optional variables
Personal characteristics f/Age of beneficiary (:80=1, over
30=0)

fiDegree educated (yes=1, no=0)

fiGender (female=1, male=0)

TIf unemployed at time of SUL

application (yes=1, no=0)

Region (Devolved Administration,
London,Midlands, North of England
South of England [excluding
London))

Business characteristics Loan value (up to 3k, 3k to 8k, over TlIndustrial sector (SIGA SIC &
8Kk) SIC-N, SIC &)
fIBusiness sizein last financial
year¢ based on employment (not
trading, no employees, micro,
small or larger)
fBusiness age (in years)
Business age squared
Strategic/other characteristics If had previous business experienct TIf involved in other activities
(yes=1, no=0) while running startup (yes=1,
no=0)
9If business &s multiple owners
(yes=1, no=0)
If business plan in place at time «
application (yes=1, no=0)
If beneficiary took up mentoring
(yes=1, no=0)
Number of mentoring hours taken
up (none, up to 6, 6 or more)

Due to the significant variation present in the s ales -derived variables, we perform ed a set of
sensitivity checks to ensure the results presented are robust to the exclusion of outliers (i.e.

that significant results are not driven by large [or small] outlier values). Two similar methods

were adopted. Th e first was to exclude the top and bottom 5% beneficiaries in terms of sales

values in the current financial year. The second involved the removal of selected indicators
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based on very large values or extreme (unbelievable) changes in sales over time (i.e
increases of over 500%). Both sets of sensitivity checks yielded similar results.

Results tables

The following results tables provide the detailed counterparts to the summary results provided

inthe mainreport . Where the dependent variable was binary, a logistic regressionw  as specified.
Where the dependent variable was continuous, an OLS regression was specified . For each
independent variable the tables provide a regression coefficient, a significance level (denoted

using the following symbols: * p<0.10 **p<0.05* **p<0.01 . Atthe bottom of each table the
number of observations for each model is presented, along with an indication of model fit

(including an R? value for OLS regressions and a pseudo -R? value ©, chi -squared test score, log
likelihood ratio, and classification test of predictive accuracy 64 value for logistic regressions, to
allow for assessments of model performance individually, and in comparison to alternative
specifications, for each outcome variable ). Where the field is blank, this denotes that the
independent variable was not in included in the model specification. All models exclude the
constant term.

63 Multiple options for calculating the pseudo -R? are available. The data presented throughout are based on a

McFadden's R 2, which is the default pseudo -R? value reported by the Stata statistical software package.

54 Due to the large num  bers of regression tables presented, the tables include t he fAhit ratioo (the
correctly classified), rather than the full classification matr ix for each logistic regression model
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Table A -4: Company has survived following start

-up (binary, 1=yes, O=otherwise)

Variable 1 2 K} 4 5 6 7 8 9 10

Age group (1=Age 180) -0.21c -NnPnHO -NPHHY -ndmc n NPHAT -ndH M -n®Hp N -n®HCPp -n®HcCcn -ndonc
Has business experience noH M NneTPpT nNOHTN ndopo noHdy noHy n®oTo ndooy -nd®p Mo -ndnTH
Has a degree noémnn -ndycT noémmdop nony o 0.14r neémop nN®HHN NOHY ™M -n®pHO -nenT d
Gender (1=Female) ndcTtnfFfF -n®dnpc nodcmpF 0.615* ndccmfpf 0.678* ndcphFfF ndPcnprF -ndyyp -n dy dn
Unemployed prestart -NPHP M noHpn -Nn®HNT -ndPoTYy -nPHC P -NPOHpY -NOHMT -nd®ocw™m 0oToO no®Hpp
Region (base case = London)

Devolved Admin -ndnnawm MDYy T C -n®nHoO -n dH dd -ndnnan -nd®o pm -n®HHO -ndnpn -Mm®dpcn -M®dppn
Midlands noénpn -MPHC P nodénmc -ndnmp nonpH nénpo -0.0M M noénnd -mMeénnaT -Mm®PoTn
North of England no®omn ndnoc NO®HTT NO®HTH ndonn no®onH NOHY ™M n®ono -ndmbpy -ndmcn
South of England -ndMo M -ndnnm -ndmc T -n ®PH AP -ndmo n -Nn®MH C -NOMT Y -ndmp c -Nn®HC M -NdPH MY
Loanvalue (base case = 3k to 8k

Over 8k no®HMAN MPopy NO®HHT nonom no®HMAN nNO®HMT n®mH N neémnT MPT hn M®Py nn
Up to 3k -ndcycCF -ndn dd -Nn®CYyHF -0.715* -ndc PTF -ndcTNF -ndcnn -ndcnn NONT ™ -ndnnn
Involved in other activities -MPPC NFF -2.639** -2.678**
Sector (base case = SIGFA

siIc @ -n®mn

SIC-N nomcrT

SiIC&J nNe®HTN

Business age -n ®opo nNe®nHM n®noH
Business age (squared) nomnH ndénpc noénpm
Has multiple owners -ndnorT -ndcnc -0.6r p
Business plan prepared -ndmp d

SUL mentoring -nd®opn -nd®pnc

SUL mentoring hours (base case = no mentoring)

Less than 6 hours -n®pnd -ndTYyC
6 hours @ more -n®dMHC -ndocn
Observations 540 465 540 515 539 539 518 511 428 424
(Pseudo) Rquared 0.045 0.203 0.048 0.053 0.045 0.045 0.051 0.053 0.263 0.264

Log Likelihood ratio -187.699 -32.234 -187.182 -175.470 -187.550 -187.528 -180.165 -176.994 -26.328 -26.246
Chisquared MT ®CyH Mc ®o tp My ®T MC MBPT Ccn MT ®T HC MT ®T TH MdpPmMcC C MPPT OH My ®y mo My ®y np
% correctly classified 88.1 98.3 88.1 88.3 88.1 88.1 88.0 88.1 98.4 98.3



last to current financial

Table A -5: Sales change from

Research Report

Age group (1=Age 180) 0.529* nopc hF 0.506* 0.573** n®pmoF noéppodF 0.518* 0.691** 0.688** 0.848*** nodynyeFF
Has business experience -0.0 noénnn -ndMMmn -ndMmo n -ndéncT -noempy -ndndc -ndmn g -ndMn H -NPHT N -Nn®PH N M
Has a degree noodt 0.550** ndocy no®oyH 0.544* n®o o ndoyc ndonm no®oTp nodcnng n®cyoFF
Gender (1=Female) nonmp -ndncwm SNdPAHM nodnno noénnm 0.03p nedénHp -n®MHp -ndMYy H -nodmyy -n ®H p N
Unemployed prestart -n®H N -NnPHpP M -n®H b -ndPHYyC -ndPHC M -ndmpy -ndonc -ndPHCC -nénoy -ndémcT -n®dnHA
Region (base case = London)

Devolved Admin -ndmmn 0PmMT p -ndémc m -n®HMA nonor -n®ndo -ndémnn -NnPdMT 0 -ndmdpn -ndMMp -N®OMH N
Midlands -nPOHC -NOHY M -ndoToO -ndPoTT -nd®H N p -n®oHN -NndPoOHY -NOHPT -n®Hp d -ndmpn -ndmMpn
North of England n®HycC ndoorT noHn g n®Hpo noénnH 0.262 n®HT O neHMy NOHMM nodoom ndono
South of England nodoorT ndodT ndomm n®oHp néncp ndond ndooy nénnc n®noo ndcnp n®cHH
Loan value (base case = 3k to 8

Over 8k -0.547* -NOPTTEF -0.532* -0.620~* -ndnon -nd®ppnF -0.539* -ndnpo -n®o dn -ndony -n®HpoO
Up to 3k SN dnHN -nd®ooc -n o dy -ndoyy -nény g -ndoTn -neénnT -nénpc -ndncp NOHMY -n ®dmdo
Involved in other activities SN®NYyHEF -n®pndF -ndpcnF
Sector (base case = SIEFA

Sicd -ndénnam -ndMMp -ndmoy
SIC-N n®mHC -ndmpn -n®dmdH
SicaJ neénHN nopdy népyc
Business size (lasinfancial year, base case = no employees)

Micro NP®pHYF N®CYyyFF N®TMMF F
Small N®nHH -ndmnan -n®PHOPp
Business age -MPH dp -M®dp MC -Mm®dp o
Business age (squared) noémnn nomy n nomyn
Has multiple owners 0.541* 0.945%* 0.961**
Business plan prepared -Nd®MMH N ®PHTH -NPHHY
SUL mentoring -ndnnm nomdopm

SUL mentoring hours (bassse = no mentoring)

Less than 6 hours -n®nmp -ndony

6 hours or more nennp nodcyyerF
Observations ony onp ony ony H ] ony onrt Hdp Hn Hyn HY O
(Pseudo) Rquared nonod noénpm noénno 0.04dp ndéncn noénnd ndénoy nénnm noénpwm no®mMHp noémnm
Log Likelihood ratio MPMPTHO -Myc®dPnom -Mpandhna My pPTAd My ndyT ™M -My pdPcyo MmpMPpan Mmyndny Tt MmTy PHpA -MpTdPTCT -Mpndcmc
Chisquared Mp PCHY MPPYy T M MT ®mdp MdpPcpp 24.620 MPPT N Mp ®PH N H Mp ®Pnyy MBPMNH npe®ntc pn®pTM™
% correctly classified 65.3 67.9 66.9 65.6 68.2 66.9 65.8 66.8 67.7 71.1 71.4
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Table A -6: Expected sales change from current to next financial year (binary, 1=positive change in sales, O=otherwise )

Variable 1 2 3 4 5 6 7 8 9 10 11

Age group (1=Age 1B80) 0.189 0.283 0.191 0.570* 0.085 0.202 n®HNH nomdopH noHny no®pTCEF n®cHpPF
Has business experience 0.342 0.381 0.323 0.542* 0.259 0.306 n®o cn 0.494* 0.503* nopym neépTM™
Has a degree 0.117 0.143 0.078 nonHy 0.101 0.110 neémpm neémmp nonyc nomop nondprt
Gender (1=Female) 0.326 0.267 0.355 nenTtT 0.272 0.332 n®HpYy n®HCT noHyy -ndmp p -NPMH Y
Unemployed prestart 0.129 0.106 0.147 -noémy 0.169 0.181 nomy T nomcn nemnp nemnH oncwm
Region (base case = London)

Devolved Admin 0.122 0.106 0.125 nodyHC 0.044 0.137 nont g NOMT H nompy nodpTn nodgno
Midlands -0.123 0.006 -0.124 noéndn -0.267 -0.118 -neémmT NeAHT -nénnn ne®Hpo no®HMd
North of England 0.182 0.164 0.175 nemTt o -0.003 0.176 NOHP M nompp noemopc nemnp nemyn
South of England 0.208 0.230 0.233 nNo®HCT 0.065 0.204 Nn®HMC nompy nemorT neHnp nemcn
Loan value (base case = 3k to 8

Over 8k -0.098 -0.053 -0.089 oMy -0.112 -0.102 -némnn -nényy -ndndH noHy d ndoonc
Up to 3k -0.386 -0.296 -0.400 -n ®oHO -0.393 -0.373 -nénpn -1 PHMM -NOHY M -ndHny -n®ooH
Involved in other activities -0.172 NO®HHT n®HAM
Sector (base case = SIFA

sSiIcCa 0.082 nomc b nNnemMT M
SIC-N 0.284 -Nn®MH -ndncp
sSiIcaJ 0.008 -ndMOo M -nd®moc
Business size (last financial year, base case = no employees)

Micro -0.472* -0.708** -0.6H**
Small nompo nopyc nondn
Business age -0.079 -M®MnH -n®y HoO
Business age (squared) 0.029 neHAN noémny
Has multiple owners 0.202 nNO®HMT nN®HHN
Business plan prepared 1.357** M®nn dF M®PoT NF
SUL mentoring NOMBT -n®o dy

SUL mentoring hours (base case = no mentoring)

Less than 6 hours -n®dnHYy -NPCcTTF
6 hours or more noencrt -nénTm
Observations 369 365 369 H thp 360 369 ocy 3po opwM™ HT N HT O
(Pseudo) Bquared 0.012 0.011 0.014 nenop 0.011 0.014 NONHT noénmo nénmd nencH nency
Log Likelihood ratio -215.849 -210.942 -215.372 -Mcy ®HcC p -207.482 -215.542 SHMMPAOMNOD -HAPPTMH -HAHDPHPYy n -Mmny dnnan -Mmnp Py TH
Chisquaed 5.295 4.788 6.250 MH®MT H 4.583 5911 MM®PC nc p®cnan TOYypH mMpdc T HMO®OMY T
% correctly classified 72.1 72.9 72.1 72.2 73.1 72.1 72.8 72.2 72.4 74.1 74.7
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Table A -7: Gross sales in current financial year (logged)

Variable 1 2 3 4 5 6 7 8 9 10 11

Age group (1=Age 180) -1 OH M -n®HOp -ndnowm -ndnno -Nnda MM -ndnmp -nd®noH -ndnmn -ndnno nonTtT nondn
Has business experience noHNp -ndmMy p ndnHoO ndnoc ndénom -ndnmd nedénHAN -nd®nnH -ndnnn -ndndy -0.09

Has a degree N®nHM -nd®mn o neompyF nemMT 0 F noémc df némpnF neémpyF némnc nomp o noémnm noempH
Gender (1=Female) -0.436*** -NPOTNFF -NPMCTF -ndmMcC CF -ndmMc pF -ndmMpcCF -NdMC T F NOMPTFF -NPHMPFF -Nn®PMYy O F -NP®HNOF F
Unemployed prestart -ndonyF NPOPTFF -NPMMT -ndndm -ndman -Nnd®NHH -ndmmn -ndndn -ndmnc no®nop -ndnoo

Region (base case = London)

Devolved Admin -ndo MO -ndoyc -n ®PH OO NPHHT -0.2v p - OH MM -n®H OO -nd®HCp N PHY M -NOHTY -n®H DPF
Midlands NPNTH SNPHC M -NPHCOF NP®PHNOF -NnPHOO NOHNYF -NPHCPF -NOPHTPHF -NPHYPF N OHHM N ®HOH
North of England neénoy -ndnamn nenHo nenon ndnoH noenmr nonon -ndnnp -nénny -ndnnH -nénny
South of England nNo®MH 0 -noénny -n®n dH -nd®nco -noenTy -ndndpm -n®n dH -ndnyn -ndMAa M -ndnnd -ndncy

Loan value (base case = 3k to 8

Over 8k 0.648*** 0.426*** nonmc nonHy ndnno noénnn nodénmp ndénmc noénor nonny nenTtp
Up to 3k -0.645%** -NOpMPFF -NndPTY -ndnTcC -noenTy -ndnco -noenT d -ndnTH -ndndm -ndnon -ndnpH
Involved in other activies -ndéncT -ndnyy -n®ndn
Sector (base case = SIFA

sSiIcCa noémom nNno®H M nomopop
SIC-N noéomorT nompH noémnT
SicaJ 0.03r nedMMH nomny
Business size (last financial year, base case = no employees)

Micro 0.986*** 0.342%* 0.354***
Small 2.750%** NO®PMHFF N®NTOF
Sales (logged, & FY) 0.834*** 0.839*** 0.859*** 0.813*** 0.835*** 0.825%** 0.825%** 0.771%* 0.771%**
Business age -ndny o -n ®H ho -n ®H ho
Business age (squared) nento noénnm neonod
Has multiple owners 0.361*** 0.462*** 0.464**
Business plan prepared -ndnod -ndnpn -ndno g
SUL mentoring -N®NTH -ndnorT

SUL mentoring hours (basmse = no mentoring)

Less than 6 hours N ®PHHHF -Nn ®H MO F
6 hours or more noncp n®mMHC
Observations oyy omn HY Yy HY p HT ¢ HY Y HY T HTp HT p Hcn Hcn
(Pseudo) Rsquared noHan ndoyp ndétco noetcp neértcrT nerTTT n®Tco neTpT noétTcwm neT dH neT e
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Table A -8: Net additional sales in last and current financial year (logged)

Research Report

Variable 1 2 3 4 5 6 7 8 9 10 11

Age group (1=Age 1B80) OmdcT noéncy nonyy nomom noémnH nondc nony o noémnn NOMHM nomdoy NO®HHYF
Has business experience noénmMnfFfF nd®mMmMo nondp nommec nondy nonyH noémnn noemH nommp nomno nomop
Has a degree noémpn -ndmo 0noH nondp n®non nN®nHH nénor nénnc noénnp nondoprt noémnn
Gender (1=Female) -0.505*** -ndonnFf -ndPMMC -NPOMy M -nemMnT -ndmnc - ®MHN -Nn®Mp H -ndmc p -NeOMy T -Nn®H AN
Unemployed prestart NOHAT N OHM D -0.097 SNPncH NenpT SNn®ncH -ndn gy NenTT N OMH noénny -nennn
Region (base case = London)

Devolved Admin -n®pccF -ndpnceF -n®H AN -Nn ®H MC TOMT M -1 ®H MO -n®H N p -1 ®H N H -0.2n o N OH M N -nd®HC O
Midlands -ndmna NPOHY N ®HC -neman NemMT Yy SN ®HNH -ndmdp Nnomyy NOHMT NONT M -ndndy
North of England -ndénTcC -ndncy -ndénnp -nPdPnTH neonnH -ndénnT nennH nennH -NnPnHT -0.08v -ndmny
South of England -ndndn -NOMp M - OMAa M -ndnpd -ndnyc -ndmn o -ndndc -ndmnp -ndmp -ndnpd -nd®M Mo
Loan value (base case = 3k to 8

Over 8k 0.642%** 0.602*** nennT nenyn ndnnH ndncn nonndg ndnoc ndncH nondy noemMH b
Up to 3k -0.925%** -0.936*** -ndmcn -ndnoy -nodmp @ -ndmcn -ndmc ¢ -n®MOo H -ndmp o nonnTt -ndnmy
Involved in other activities -ndényc -nenT d -ndnyc
Sector (base case = SIFA

sSiIcCa noémno noémpm noémpn
SIC-N noémc o noémpn noémo T
SicaJ -ndnn g noennrT 0P my
Business size (last financial year, base case = no employees)

Micro 0.659*** nondy nemMMM
Small 1.885*** -n®oon -ndocy
Sales (logged, last FY) 0.825*** 0.792%+* 0.832%** 0.816*** 0.822%** 0.823*** 0.822%+* 0.792%+* 0.793***
Business age -NOMy M -ndn dy -nd®p Mo
Business age (squared) nenHCc nenTtp noenty
Has multiple owners nodomoc NO®HNNFF NPHNDFF
Business plan prepared nomo o noOMMH nommc
SUL mentoring nd®nmo -nénnn

SUL mentoring hours (base case = no mentoring)

Less tha 6 hours -1 OMMM -ndmMy o
6 hours or more nomoy nondo
Observations OHN HPT Hon HMY HH® Hon H OO HHT HHC HAcC HAp
(Pseudo) Rquared n®HMp noH dy NO®THM 0.721 neT v n®THO NOTHM nerTmT N®THH neTHp neTHO
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Table A -9: Net additional sales in last, current and next financial year (logged)

Research Report

Age group (1=Age 180) no®Hnan noényp nondp nomcn némnn noémn o nondy némnn neomoy N®HHM N®HTOF
Has business experience 0.516*** n®H MO nomcn nompy noémcp nomo nNnemMT H noémdn noemT n nompc noémnm
Has a degree no®mmo -Nn®M I H nonpd noémpn noéncdo nénno néncy nenTt o nonyn nomp o noémc o
Gender (1=Female) NONATFF -NPOHOF -n dPMH C -n ®H A D -N ®MH H -ndmn d -ndmMo T -NnOMT p -noOmMmdpT -ndHNNF -Nnd®HC MF
Unemployed prestart -NnPHY N -n®HcCn -NPOMy M -ndMC M -ndmMy n -n®MHN -NOMYy M -ndmMn M -Nn PHOM -ndnnH -NPMH Y
Region (base case = London)

Devolved Admin NPCPMFF -NPcCHYFF -nPOT M -ndNHOF -n®oHd -ndoyT -nd®oToO -nd®oTn -ndnnMF -nd®nooF -Nn®pHNFF
Midlands -0.231 -ndnny -ndoncrE -nPHOY -Nn®OHN -nd®oo0 @ -nd®oo M -ndony -ndo dnF -NPHHY -NPHT P
North of England -NPHMY -Nn®PHHN -némn T -n®HnN AN -ndmon -ndémpm -ndmoT -némny -ndmdo -n ®Hpo -ndonm
South of England -0.187 -Nn ®HY H -N PHHD -n dMn H -NnOH MY -n®H OO -N ®HHH -n®Hp N -ndonnF -NndMT 0 -ndHCPp
Loan value (base case = 3k to 8

Over 8k 0.664*** 0.583*** -ndnpec -ndnng -ndnn g NOAHT -0.053 -ndnTn -NndnHp nonnH nondo
Up to 3k -0.827*** -0.963*** -1 dMn H -1 daMH -NOMHT -ndmMn M -ndmn c -nonyy - ®MH N nonpd nonmp
Involved in other activities -ndMo M -ndndd -ndMM N
Sector (lase case = SICA

SiIcCa -nénny nénpo ndénpc
SIC-N N®HHAN N®HHY nomdoy
SiIC&J -neémMam -nénny -n®dnpH
Business size (lastfancial year, base case = no employees)

Micro 0.512%** ndnpo noénTtn
Small 2.103*** -ndnmp -noenTy
Sales (logged, last FY) 0.842%* 0.788*** 0.846*** 0.827*** 0.838*** 0.843%** 0.841%* 0.769*** 0.770***
Business age -ndonT -ndpnwm -ndppd
Business age (squared) ndénpo nonym noényp
Has multiple owners N®HHYF 0.374*** 0.381***
Business plan prepared noémdbn nomdbn no®H NN
SUL mentoring -n®nmo -nédémmn

SUL mentoring hours (base case = no mentoring)

Less than 6 hours -n ®H OO -nd®onoFr
6 hours or more nedHncC nedemmo
Observations OH HCH Hon HMY HH® Hon HO O HHT HHC HnNncC HNp
(Pseudo) Rquared n®HMH NOHT M nocny ndccwm nodcnH ndcpo nodcny nodcnp noécprT nodcc g nodcyn
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Table A -10: Additionality

Research Report

Variable 1 2 3 4 5 6 7 8 9 10 11

Age group (1=Age 180) 0.125*** noéndppfF f 0.125%* 0.140%** 0.117*** 0.125%** 0.126*** 0.123*** 0.124*** N®MMCFF N®MAPF F
Has businessxperience -ndnoc -nd®nHC -ndnorT -ndnod -NndnHY -nd®noo -ndnoy -ndnHp -NPAHM noénnn noénnT
Has a degree -n P MH -ndnnp -ndnmn noénpn -ndnnn -Nda MM -Nn®nMH -ndénnp -ndnnc noéncn nenTp
Gender (1=Fema)e -ndnorT -NndNT MF -ndnoy -ndnpwm -ndnpH -ndnoy -ndnoc -ndnpn -ndncMmMF -NdnTM™ -ndnypF
Unemployed prestart nonHd noéndnrF no®non nonpm ne®nHAN ne®énHp ndénom n®noo no®nHc N®MMTFF nNn®dmMnyF
Region (base case =madon)

Devolved Admin NOAHT noénnT -NdNHY -ndnod -ndnnd -ndnHd -nd®nHoO -ndnon N dPAHM -ndnnc -ndénnT
Midlands -ndnnn -nd®nop -ndnnp -ndnc g -ndénnn -nd®nnn -n®nnH -n®nnH -ndnnp -ndnmn -ndnmc
North of England -nénnT ne®nHm -nénny n®nno -nénnm -nénnT -ndnnn -ndnnn -nénmn nénnm n®dnoo
South of England NPAHM -NOAHT SNPAHM -Nn PAHH -ndnmy -Nn®nH~N -ndnmy -0.01n -ndnmc noénnn -ndnmo
Loan value (base case = 3k to 8

Over 8k -ndnoy -ndnnn -ndnoc NPAHM -n®nHO -ndnoT -nd®noc -ndnnp -ndnnc -ndnnp -ndnno
Up to 3k -ndnyc -0.0db o -ndnyc -NdOMo bFF -nPAYyH -nonyy -ndnyc -ndnyn -ndnT N -NOMPHFF -n®MN NF
Involved in other activities neonmy nodnon noénon
Sector (base case = SIGFA

SiIcCa neénnn nenmy neonmo
SIC-N nenmT nodnop nN®nHM
SicaJ nonmn -NenmMT -N®NHC
Business size (last financial year, base cas® employees)

Micro -ndnmo SNn®nHnN -ndnom
Small -0.294*** NOHPYFF -NOPHCTFF
Not trading nomcpF nomom noémorT
Business age -Nn®MH C -NPH MY -n®H NN
Business age (squared) nénnp nonHy no®noH
Has multiple owners NndamMT nonnT nonmH
Business plan prepared -ndncc nonTtn noényn
SUL mentoring nenno nédénmc

SUL mentoring hours (base case = no mentoring)

Less than 6 hours nenno -néamy
6 hours or more noénnp ndnon
Observations pcwm nyn pcm nnn pHA pcn ppod poT pHCM onp onwm
(Pseudo) Rquared nonoy noénnc nonoy nonyp ndéncec ndénoy nodénod nodénod nonodg nomny nomn g
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