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Purpose of Report 

The purpose of this report is to inform Committee of the performance of the West of 
Scotland Loans Fund since the fund commenced on 1 April 1996. 

Background 

The West of Scotland Loans Fund was set up in 1996 to provide gap funding for new and 
existing businesses employing less than 250 people where the companies had good 
commercial proposals but were unable to find the level of finance which was necessary to 
support their proposals. It was intended that the fund should offer funding of last resort in 
these circumstances. The Fund is administered by the West of Scotland Loans Fund Ltd, 
which was set up by the twelve unitary authorities that succeeded Strathclyde Regional 
Council. Each council's budget is ring-fenced within the fund, which is administered at East 
Ayrshire Council. The fund was supported in 1996 by European Regional Development 
Fund amounting to f2m. In November 2003 a further successful application for funding 
resulted in f6.4m being secured by the fund from ERDF. North Lanarkshire Council 
received a share at 20.6% of the total fund which translated to f1,318,966 which is 
available to be allocated to local businesses that meet the criteria of the fund. In December 
2004 Strathclyde European Partnership approved an additional f2.5m into the fund, of 
which NLC share is f515,OOO. The match funding is made up of initial capital input to the 
fund and ongoing loan repayments from companies assisted. 

The fund provides loan finance of up to f50,000 to Small to Medium size enterprises, either 
start up or existing, which have good commercial proposals but have difficulty raising 
finance from conventional private sector sources. The application for funding must 
demonstrate a funding gap and the fund will not normally be the sole funder of projects, but 
will operate in conjunction with other lending agencies. At least 50% of the funding 
package must be provided by the private sector. The interest rate is 2% above the Bank 
Base Rate, fixed for the period of the loan and the repayment period can be up to 7 years. 
The funding can be used for working capital, for the purchase of assets and for the 
purchase of commercial property. 

The fund aims to encourage the creation and growth of small and medium sized 
businesses which can contribute to the local economy in terms of jobs, growth and wealth. 
Firms from a range of business sectors can apply for funding. Over the past several years 
the fund has targeted manufacturing and service to manufacturing businesses as the main 
eligible sectors. However, as the business base continues to diversify with many new 
service based businesses being created the sectors in which the fund now invests have 
been expanded to include a variety of sectors including: construction, wholesale, transport 
and distribution, agriculture linked to farm diversification and tourism. 
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Achievements from 1996 to 2006 

During the 10 years from 1 April 1996 to 31 March 2006 f2,634,900 in loan funding has 
been advanced to 179 businesses. This funding has levered an additional f 20m into North 
Lanarkshire companies through private sector and other public sector funding, an 
impressive ratio of 7.7:l. 

The number of actual jobs supported and safeguarded in North Lanarkshire over the period 
is as follows: 

0 Jobs Supported 1,289 
0 Jobs Safeguarded 1,616 
0 Cost perjob f 907 

As these figures demonstrate, in North Lanarkshire the Fund has made a significant impact 
on the creation and safeguarding of jobs. 

The fund was subject of an evaluation in 2003, the outcome of which was reported to 
committee. Borrowers indicated that there was a high level of achievement of the 
objectives set for applications to which the funding was put. In general the fund had an 
impact on the client company very quickly, as might be expected for gap or last resort 
funding. Borrowers views of the benefits gained from the funding can be summarised as 
follows: 

0 16% said that without the loan the business would not have survived 
0 99% said that the additional finance had or was having a positive effect on their 

organisation 
83% said that the effects would be long term. 

As a result of the favourable evaluation and the continuing market failure of funding to meet 
the needs of businesses in the West of Scotland the Fund was successful in achieving the 
additional ERDF funding to grow the fund to its current worth of f20m. 

Corporate Considerations 

The programme is consistent with the corporate objective - Stimulating Business and the 
Economy objective. 

Financial Considerations 

This fund is self-sustaining - original capital contributions to the fund have been matched 
by European Funding and repayments from loans are recycled to contribute to the support 
of new applications. 

Recommendations 

It is recommended that committee note the contents of the report. 
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David M. Porch 
DIRECTOR OF PLANNING AND ENVIRONMENT 31 March 2006 

Local Government Access to Information Act: for further information please contact Ellen Byers 
Development Services Team Leader at Tel 01 236 61 6275. 


