Scottish Enterprise Economic Impact Guidance


Staff Costs

	Staff costs are the internal costs to SE of staff time spent on developing, managing and delivering an intervention.


Why is it important?

Established practice in SE has generally been to ignore the internal staff costs incurred in designing, managing and delivering interventions when undertaking appraisals and evaluations
. This partly reflects that these costs would still be incurred in the absence of a particular intervention, as well as practical difficulties in identifying the amount and cost of staff resources that either will be, or are to be, used. 
Failure to capture all intervention costs can, however, introduce bias when comparing the relative performance of different intervention options, or when comparing different interventions.  For example, if there is a  new business support programme for which there are two delivery options identical in every respect other than that:-
· Option 1 involves direct delivery by  SE staff, albeit  these costs are not captured; and

· Option 2 involves sub-contracting delivery to a third-party organisation with these costs being a key part of the cost of the intervention.
The asymmetric treatment of staff costs means Option 1 will look cheaper than it really is and the option appraisal will be unjustifiably biased against Option 2.

Should account be taken of staff costs?  
The above discussion indicates two things:-

· Staff costs can be difficult to estimate; and

· Their exclusion or inclusion can potentially result in decision makers being provided with erroneous information.

This would be less of an issue if all interventions were either delivered by SE staff or were delivered by external contractors.  In the first case staff costs could just ignored, it being assumed that they would be proportionate to the costs of the intervention, whilst in the second they would be included.  Unfortunately there is a mixture of both approaches.
Accordingly, at the very minimum, each appraisal or evaluation should be explicit as to whether staff costs of delivery are being accounted for or not, be they SE staff or contractors.  This should be highlighted again when reporting the impact metrics and things such as impact ratios.

If staff costs for an intervention are to be reported then the impact metrics should be reported:-

· Inclusive of these costs; and

· Excluding them.  
This will aid comparability as the majority of SE’s impact model evidence will generally not include SE staff costs.

Calculating Staff Costs
In theory, the actual SE staff costs could be calculated for an intervention by identifying the number and grades of staff involved in delivery and then calculating their gross employment costs.
However, this may be very tedious to do and the degree of precision seems unlikely to be worthwhile, given the other uncertainties in the appraisal or evaluation process.

Accordingly the recommended approach is to use the average costs to SE of employing a delivery member of staff.  In 2012/13 this was £114,000, being made up of salary and salary oncosts and a share of overheads such as accommodation and corporate services such as marketing and ICT.  This is outlined in more detail in Appendix 1.
The Process
If the per capita staff cost is used, as outlined above, then the process to be gone through is:-
· Estimate the staff time in Full Time Equivalents (FTEs) involved in delivery each year. This will need to be done in conjunction with project managers and could make use of the original project approval paper, albeit that this might need to be verified in the light of experience;
· The time that the project is estimated to run for, or has run for, then needs to be determined and the FTEs profiled over this time;  
· The total SE staff costs involved in delivering the intervention can then easily be estimated for each year;

· These can then be added to other non-staff costs again profiled over time; and

· All project costs can then be expressed as constant prices (at the base year) and presented as Present Values.
It is worth stressing again that any appraisals and evaluations should be explicit about the inclusion or exclusion of SE staff costs and, if these costs are included, then the impact ratios should be presented with and without costs.
Need more help?

For further information contact:-

Suzanne Fleming, 0141-228-2062

Suzanne.fleming@scotent.co.uk 
APPENDIX 1


    SE’s Staff Costs

In 2012/13 Scottish Enterprise had a budget of £306.1 million.  Total employment was budgeted at 1,132.5 Full Time Equivalents (FTEs).  Of this number 280.5 staff (25%) were placed in the “support” category in that they were not directly involved in project delivery but were providing a variety of support and overhead functions. The remaining 852 were involved in some form of project development, management or delivery.
The total cost of employing the 1,132.5 staff was £55.4 million.  Of this £12.4 million was allocated to the support staff category (22%), with the £43 million balance being spent on delivery.

Of the non-staff budget (£250.7 million) £41.6 million was allocated to what may be described as overhead activities in support of staff:-

· Premises, a total of £20.3 million split between domestic (70%) and overseas (30%);

· Corporate services such as ICT and Legal, £12.7 million; and

· Marketing, research and stakeholder engagement, £8.6 million.
Thus in 2012-13:-

· There were 852 delivery staff;  

· They cost £43 million in salaries and oncosts;

· In addition they were supported by a further 280.5 staff at a cost of £12.4 million; and

· The overheads associated with the whole organisation cost a further £41.6 million.

The total cost therefore associated with the delivery staff was £97 million (£43 + £12.4 + £41.6).

This gives an average cost per member of “frontline” staff of £113,850 a year (£97 million / 852).

� The main exceptions to this were the 2009 and 2013 evaluations of account management which factored in staff costs when calculating impact ratios. The 2013 evaluation also included wider overhead costs. The  reports are available at:-  


� HYPERLINK "http://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=325" ��http://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=325�


� HYPERLINK "http://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=530" �http://www.evaluationsonline.org.uk/evaluations/Search.do?ui=basic&action=show&id=530�
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