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Summary

This paperexplores the natureand characteristics of businesses that reportedreceipt of a subsidy each
year between 2017 and 2020 as captured by the Northern Ireland Annual Business Inquiry (NIABI)'. This
projectis one of a trio of projects exploring data collected by the NIABIin relation to subsidies received

by businesses, capital expenditure and types of purchases made by businessesas input pressures.

Itfocuses onthe reporting of subsidies re ceivable from government sources and the EU as detailed by
businesses who complete the NIABIsurvey. As defined in the NIABI questionnaire, the figure provided
should include import and export refundsbut exclude grants from non-government or non-EU sources,

grants for capital investment and grants to cover historical losses or for cancellation of debt.

The main findings are:

e Total subsidy valuesreceived by businessesin 2017, 2018 and 2019 were broadly similar averaging
at around 2,300 businesses in receipt of around £110m in subsidies

e There wasamajorshiftin subsidies receiptedin 2020 when over 24,000 businesses declared receipt
of subsidies totalling over £1.2bn reflecting the financial support provided in response to Covid-19
and the subsequent restrictions on trading

e Inrelationto the Legal Status of businessesin receipt of subsidies, ‘Businesses classified as
‘Companies’ are the single largest recipients of subsidieswith between 67% and 75% of businesses
receiving a subsidy coming from this category

e Between2017and 2020, businesses classified as ‘Companies’ receipted between 78% and 84% of
the totalannualvalue of subsidies

e Businessesin the Standard Industrial Classification sector D ‘Electricity, gas, steam and air
conditioning supply’ had both the highest share and the highest value of total subsidiesin each year
between2017 and 2019 at 44% of the 2017 to 2019 average subsidy and a 24% share of the total

value of subsidies receivedin 2020
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e Combiningbusiness turnover and subsidies to create atotal businessincomevalue showedthat
businesses received0.2% of their totalincome from subsidies in 2017, 2018 and 2019, risingto 1.8%

in 2020

e Noncapital grants provided by InvestNI accounted for between 38% and 48% of the total value of
all subsidies reported by businesses between 2017 and 2019, fallingto 4% in 2020
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Introduction

The Northernlreland ‘10x Economy —an economicvision’ strategy was launched on the 11 May 2021
by the Department forthe Economysetting out the vision for Northern Ireland’sdecade of innovation,
to encourage greater collaboration and innovation to deliveraten times bettereconomyintended to

provide inclusive benefits for both people and place.

An area of businessincomewhich has yetto be analysed in much detail is subsidies received by
businesses as declared onthe Northernlreland Annual Business Inquiry (NIABI) survey questionnaire.
Subsidies receivable from government sources and the EU includingimport and export refunds are
included, but grants from non-government or non-EU sources, grants for capitalinvestment and grants

to cover historicallosses or for cancellation of debt are excluded.

Method

The NIABI collects both financialand employmentinformation from non-financial businesses and other
establishments and coversapproximately two thirds of the economy. This coverage includes the
production, construction, distribution and serviceindustriesin Northernlreland but excludes public
sectoractivity forthe most part. The 2020 NIABI sampled approximately 10,000 businessesin Northern
Ireland from a population of approximately 56,000 businesses in the sample frame: the Inter-
Departmental Business Register (IDBR). The IDBR consists of companies, partnerships, sole proprietors,
public authorities, central government departments, local authorities and non -profit making bodies in

the UK who are VAT and/or PAYE (Pay As You Earn) registered.

The Economicand Labour Market Statistics Branch of the NorthernIreland Statistics and Research
Agency (NISRA) administers the survey and data validation is carried out on the returned formsensuring
internal consistency within the form, checking data falls within expected limits, and by contacting the
company for clarification where appropriate. For non-returnsabove a selected employment threshold,
datawere imputed using a methodology which takes accountof previous returneddataand the
performance of other similar businesses. This information was then grossed up to the reporting unit
population, to ensure that results are representative of the sampled population. Publishedannual data
are on a current prices basis and no adjustmentis made for inflation as would be refle cted in a constant

prices series.

Page|3


https://www.economy-ni.gov.uk/articles/10x-economy-economic-vision#:~:text=10X%20Economy%20The%20concept%20embraces%20innovation%20to%20deliver,on%20innovation%20in%20areas%20where%20we%20have%20strengths

The survey question relating to subsidies has never previouslybeen explored in detail and part of this
project was to explore the underpinning datain terms of its robustness and quality. Given the variety of
assistance types available to businessesand that no detailed guidance notes exist for this question, it is
likely that there may be some variability in interpretation by businessesin relation to what they may
record as a subsidy. In addition, businesses are asked for atotalamountforsubsidies received and it is

not possible to disaggregate the different types of subsidiesreceived.

This paperfocusesonthe reporting of subsidiesreceivedfrom government sources and the EU as
detailed by the businesses who complete the NIABIsurvey. As defined in the questionnaire, the figure
provided should include import and export refunds but exclude grants from non-government or non-EU

sources; grants for capital investment and grants to cover historical losses or for cancellation of d ebt.

Forthis paper, analyses were undertaken usingthe NIABI data for 2017 to 2020. Businesses with alegal
status of ‘Publiccorporation or nationalised body’. ‘Central Government’ or ‘Local Authority’ were
excluded as, followinginitial exploratory analysis, the values for subsidies reported by such
organisations appeared more likely to reflect Centraland Local Government contribution to running

costs ratherthan subsidies receipted and therefore outside scope of this exercise.

Aggregated non-capital business grant datafrom InvestNIiwere also made available and have been

included to allow comparisons between it and the NIABI data.

Results

Businessesin Receipt of Subsidiesand Value

Table 1 shows the number of businesses in the population and how many of these businesses declared
receipt of asubsidy from government sources and/orthe EU. The years2017 to 2019 showed a gradual
increase inthe numberand share of businesses in receipt of a subsidy from 3% in 2017 to 5% in 2018
and 5% in 2019. Overthe 3 year period 2017-2019, the lowest subsidy value reported was less than
£100, while the highest was over £28m. 2020 saw a large increase in receipt of subsidies, both in the
number of businesses and in the value of subsidies received. In the 2020 calendaryear, in response to
the Covid-19 pandemic, anumber of business support funding schemes were made available to

businesses to counterthe impact of Covid-19 closures and restrictions.

Page |4



Table 1: Number of businesses receiving subsidies and total value of subsidies received

Total Businesses not Businessesin Total amountreceivedin
number of inreceiptofa receiptofa subsidies from
businesses subsidy subsidy government sources and

the EU
2017 54,194 52,808 (97%) 1,386 (3%) £112m
2018 55,338 52,770 (95%) 2,568 (5%) £107m
2019 56,300 53,335 (95%) 2,965 (5%) £108m
2020 57,815 33,729 (58%) 24,086 (42%) £1,204m

The reported value of subsidies received by businesses was similar between 2017 and 2019 at around
£110m, butthisincreased substantially to £1.2bnin 2020 as Covid related funding became available to
businesses. The mean subsidyvalue in 2020 was £73,000, while the median" value was £19,000 and
the modal'value was £10,000. These were allincreases from a mean of £54,000, a median of £4,000

anda mode of £3,000 in the previousyear.

The Legal Status of Businessesand Subsidies Received

As detailed previously, businesses categorisedas ‘Public corporation or nationalised body’, ‘Central
Government’or ‘Local Authority’ legal statuses could report large values each year that could include
both centraland local government contributionsto running costs, as wellas subsidies receipted. Given
it was not possible to unpick the overallvalue reported, and to maintain afocus on governmentand EU

subsidies, these businesses were removed from the analyses.

Between 2017 and 2020, the largestsingle group of businesses in receipt of asubsidy were businesses
whose legal status was ‘Company’ with a high of 75% in 2018 and 2019 and a low of 67% in 2020 (Figure
1). Sole proprietor businesses were the second largest group of businesses reporting a subsidy,

averaging 15% of businesses between 2017 and 2020.
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Figure 1: Share of businesses receiving subsidies by legal status
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Inrelation to the value of subsidy received, businesses who werea ‘Company received the highest
value of subsidies with between 78% and 84% of the total reported (Figure 2). Whilst Non-profit or
mutualassociation businesses represent a relatively small percentage of businesses reporting a subsidy,
as a group, they werein receipt of between 15% and 18% of the total subsidy value reported forthe

pre-Covid yearsof 2017 to 2019, fallingto a 6% share of the total value of subsidies reported in 2020.

Figure 2: Share of total subsidy value by legal status
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Standard Industrial Classification (SIC) and Subsidies Received

Table 2 shows the share of total subsidies received by Standard Industrial Classification (SIC) category.
Based ona 3 yearaverage share foreach SIC category, SIC Section D ‘Electricity, gas, steam and air
conditioning supply’ is the category with the highest share of total subsidy value accounting for 44% of
the value of subsidies received, followed by M ‘Professional, scientificand technical activities’ (11%) and

C ‘Manufacturing’ (11%) and R “‘Arts, entertainment and recreation’ (9%).

Table 2: Share of subsidies received by Standard Industrial Classification (SIC) 2017 to 2019 Average
and 2020

Standard Industrial Classification (SIC) Average

2017 to
A Agriculture, Forestry and Fishing 0% 0%
B Mining and quarrying 0% 0%
C Manufacturing 11% 12%
D Electricity, gas, steam and air conditioning supply 44% 24%
E Watersupply, sewerage, waste management and remediation 0% 1%
F Construction 1% 8%
G Wholesale and retail trade, repair of motor vehicles and motorcycles 3% 15%
H Transportation and storage 2% 4%
I Accommodation and food service activities 1% 10%
J Information and communication 5% 4%
L Real estate activities 0% 2%
M Professional, scientificand technical activities 11% 6%
N Administrative and support service activities 1% 5%
P Education 2% 1%
Q Human health and social work activities 5% 2%
R Arts, entertainment and recreation 9% 3%
S Otherservice activities 4% 3%
Total subsidies received (£m) £109m £1,204m

In 2020, the established pattern of total subsidy shareacross SIC sectorsseen between 2017 and 2019

changed given the focus of the varioussupportschemes deployed in response to the Covid-19

pandemic.

SICsector D ‘Electricity, gas, steam and air conditioning supply’, was stillthe single sector with the
highest value of subsidiesreceivedin 2020 at £294m although that sector’s share of total subsidies fell

to 24% from a 2017 to 2019 average of 44%.
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The SICsectors reportingan increase in shares of total subsidies in 2020 compared to the 2017 to 2019
average included: G “Wholesale and retail trade, repair of motor vehicles and motorcycles’ risingto a
15% share in 2020 from 3% (2017 to 2019 average); | ‘Accommodationand food service activities’ with
a 10% share of subsidies in 2020 rising from 1% in (2017 to 2019 average); and N ‘Administrative and

supportservice activities’ risingto a 5% share in 2020 from a 1% share of the 2017 to 2019 average.

The jump forsector| (Accommodationand food services) from 1% of total subsidies in the 2017 to 2019
average to 10% of total subsidy value in 2020 reflects the fact that this sector was mostly categorised as
non-essentialin the Covid regulations, subject to closure and restrictions, and so would have qualified
for many interventionssuch as businesssupportgrants, furlough payments and other Covid business

supportsubsidies.

Previous research showed that the highest uptake of the Coronavirus Job Retention Scheme (CJRS) was
in the | ‘Accommodation and food services’, R ‘Arts, Entertainment and recreation’,and S ‘otherservice
activities’ sectors", which translates to a broadly similar pattern to the increases in share of subsidy

value seen in comparing 2020 with the 2017 to 2019 average.

The SICsectors reporting adecreasein shares of total subsidies in 2020 compared to the 2017 to 2019
average included: M ‘Professional, scientificand technical activities” with a 6% share in 2020 compared
to an 11% share of the 2017 to 2019 average; Q ‘Human health and social work activities’ with a 2%
share in 2020 comparedto 5%; and R ‘Arts, entertainmentand recreation’ with a 3% share in 2020

compared to 9% in the 2017 to 2019 average.

The share shift seenin 2020 amongst these sectors reflects the impacts of the focusof the various
business supportinitiatives deployed during 2020.

Business Size and Subsidies Received

Averaged across the 3years 2017 to 2019 (Figure 3), the business size group in the economy with the
highest rate of receipt of subsidy was the Medium (50-249 employees) size group, with an average of
16% of businesses of this size reporting a subsidy. Micro businesses(0-4 employees) was the business

size group in the economy with the lowest rate of subsidyreceipt at 2%.
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Figure 3: Rate of subsidy receipt (average 2017 to 2019) by business size
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Figure 4 shows the share distribution of those businesses in receipt of a subsidy by business size group.
The share distribution over time is somewhat variable particularly whencomparedto the respective
share of business size groups in the economy as a whole (Figure 5) which shows a more consistent

pattern overtime.

Figure 4: Share of businesses receiving subsidies by business size
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Figure 5: Share of businessesin the full population by business size
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Broadly speaking, the share of businesses in receipt of subsidies by Micro (0-4 employees) businesses
(Figure 4) is consistently lower than their population share (Figure 5). The share of businesses in receipt
of subsidies by Micro (5-9 employees) businesses, whilst variable, tendsto be around their population
share. The share of businesses in receipt of subsidies by Small (10-49 employees) and Medium (50-249
employees)businesses exceeds their population shares. The share of receipt of subsidies for Large

(250+ employees) businessesare equivalent to their population share at 1%.

The variability seenin the business size shares of thosereceiving a subsidy, is somewhat reflected in the

business size share of the total value of subsidies(Table 3).

Table 3: Share of total subsidies by business size group and average 2017 to 2019

Business Size Average 2017 to
2019

Micro 0-4 35% 40% 31% 35%

Micro 5-9 16% 7% 4% 9%

Small 10-49 13% 16% 22% 17%

Medium 50-249 23% 32% 39% 32%

Large 250+ 13% 4% 3% 7%

Total Subsidy £112m £107m £108m £109m
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The share of the total value of subsidy received averaged between 2017 and 2019 shows thataround
two thirds of the total value of subsidies were received by Micro (0-4 employees) businesses (35%) and

Medium (50-249 employees) businesses (32%).

Table 4: Share of total subsidies by business size group and average 2017 to 2019 and 2020

Business Size Average 2017 to 2019

Micro 0-4 35% 14%
Micro 5-9 9% 11%
Small 10-49 17% 32%
Medium 50-249 32% 22%
Large 250+ 7% 22%
Total Subsidy Value £109m £1,204m

The business size groups reporting anincreasein shares of total subsidies received in 2020 (Table 4)
comparedtothe 2017 to 2019 average included Small (10-49 employees) businesses, with a 32% share
of subsidy value in 2020 compared to a 17% share of the 2017 to 2019 average, and Large (250+
employees)with a 22% share of total 2020 subsidies compared to a 7% share of the 2017 to 2019

average.

The business size groups reporting a decrease in shares of total subsidies in 2020 compared to the 2017
to 2019 average included Micro (0-4employees) businesses with a 14% share of total subsidies in 2020
compared to 35% with the 2017 to 2019 average, and Medium (50-249 employees) businesseswith a
22% share in 2020 comparedto a 32% share of the 2017 to 2019 average.

Sales Status and Subsidies Received

Across the whole population forthe 4years of data being considered, around one-fifth of businesses in

the population were categorised as exporters‘iand around one quarter as external sellers'i,

Inrelation to the number of businesses in receipt of subsidies, the shares of exporting businessesvaried

somewhat with a high of 63% in 2019 and a low of 28% in 2018.
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Table 5: Export sales status of businesses receiving subsidies

Number of Of which Of which Non Total amount

businesses Exporters Exporters receivedin

receiving subsidies from
subsidies government

sources and the EU

2017 1,386 605 (44%) 781 (56%) £112m
2018 2,568 554 (22%) 2,013 (78%) £107m
2019 2,965 1,879 (63%) 1,086 (37%) £108m
2020 24,086 6,658 (28%) 17,427 (72%) £1,204m

Forexternalsellers (Table 6) asimilar level of variability was seen, with a high of 65% of businesses in

receipt of subsidies in 2019 being externalsellersand alow of 23% in 2018.

Table 6: External Sales status of businesses receiving subsidies
Number of Of which External | Of which Non Total amount
businesses Sellers External Sellers | receivedin

receiving subsidies from

subsidies government

sources and the EU

2017 1,386 868 (63%) 518 (37%) £112m
2018 2,568 601 (23%) 1,967 (77%) £107m
2019 2,965 1,925 (65%) 1,040 (35%) £108m
2020 24,086 7,986 (33%) 16,100 (67%) £1,204m

Looking at export status and the value of subsidy received, Table 7shows a steady pattern of non
exportersreceiving the majority of subsidy value, with a high of 80% in 2018 and a low of 66% in 2019.

The proportion of total subsidy received by exporters ranged from 20% (2018) to 34% (2019).
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Table 7: Subsidy values and shares for Exporters and Non Exporters

Total Subsidy Subsidy value for Subsidy Value fornon

received Exporters Exporters

2017 £112m £33m (30%) £79m (70%)
2018 £107m £22m (20%) £85m (80%)
2019 £108m £36m (34%) £71m (66%)
2020 £1,204m £53m (29%) £851m (71%)

Forexternalsales status (Table 8), the proportionof total subsidy value associated with external sellers
is between 46% (2018) and 58% (2019). For non externalsellers, the proportion of total subsidy
received ranged from42% (2019) to 54% (2018).

Table 8: Subsidy values and shares for External Sellers and Non External Sellers (Em)

Total Subsidy Subsidy Value for Subsidy Value fornon

received External Sellers External Sellers

2017 £112m £64m (57%) £48m (43%)
2018 £107m £50m (46%) £58m (54%)
2019 £108m £62m (58%) £46m (42%)
2020 £1,204m £650m (54%) £554m (46%)

Contribution of Subsidies to Total Income

To analyse the extent to which businesses are reliant on subsidies to contribute to turnover asincome
forthe business, atotalincome variable was created by adding businessturnover to subsidies received,
but excluding any values related to Insurance Claims, Work in Progressand Change in Stock as these

represent marginal values by comparison.

Table 9: Subsidies as a proportion of total income

Total amountreceivedinsubsidies | Total income (turnover | Subsidesreceivedasa

fromgovernmentsourcesandthe  plussubsidies) proportion of total
EU income

2017 £112m £65,118m 0.2%

2018 £107m £67,297m 0.2%

2019 £108m £69,732m 0.2%

2020 £1,204m £66,969m 1.8%
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Table 9 shows thatin each yearfrom 2017 to 2019, the percentage of totalincome comprised of
subsidies was steadyat 0.2%, rising to 1.8% in 2020. This increase in 2020 was driven by both a fall

turnoverand an increase in subsidies, both Covid-19related.

Asthe values of subsidies in the years 2017 to 2019 are quite smallin relation to totalincome, they will
not be discussed further. However, the 2020 year shows alarge increase in subsidies as a percentage of

total businessincome with some differences reflected by certain business characteristics.

In relation to Standard Industrial Classification (SIC) sectors, four sectorsshowed notable increases in
the proportion of totalincome accounted for by subsidies. Businesses in ‘S other service activities’ had
the highest proportion of totalincome accounted for by subsidies in 2020 (12%), followed by ‘D
Electricity, Gas, Steam and Air conditioning Supply’ at 11%, | ‘Accommodation and food service

activities’ (7%) and ‘R Arts, entertainment and recreation’ at 7% of total income.

Inrelation to the Legal Status of businessesin 2020, Non-profit or mutual association businesses had
the highest percentage of totalincome accountedfor by subsidiesat nearly 8%, whilst businesseswho

were Sole Proprietors had 4% of totalincome accounted for by subsidies.

InvestNI

Additional data made available by InvestNl in relation to non Capital Grants, shows that between 2017
and 2019, InvestNI grants, excluding capital grants and SIC sector K (Financial and insurance activities)
and O (Publicadministration and defence;compulsorysocial security), accounted for between38% and
48% of the total value of subsidies reported (Table 10). While the amount paid in grants by InvestNI in
2020 remained similarto previous years, 2020’s the sharp rise in 2020 subsidies received due to Covid-
19 support offeredto businesses meant that the value of InvestNI assistance reduced to 4% of total

subsidies forthatyear.

Table 10: Comparison of value of subsidies in ABI to grants paid by InvestNI

Total subsidies declared in the | InvestNI non capital grants

NIABI
2017 £112m £43m (38%)
2018 £107m £50m (46%)
2019 £108m £52m (48%)
2020 £1,204m £49m (4%)
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With the exceptionof 2020 and the scale of support provided to businesses in response to Covid-19,
the resultsforthe years 2017 to 2019 indicate that Invest NI non capital grants comprised a significant

proportion of the total value of subsidies received by businesses.

Conclusions

Inthe years 2017 to 2019, the population share of businessesreporting receipt of asubsidy and the
totalvalue of subsidies received were broadly consistent. In 2020, the landscape changed dueto Covid-
19 and the impacts of the subsequent restrictions and regulations, with businesses both experiencing
fallsin turnoverand becoming eligible for arange of emergency subsidies in relation to business

supportschemesand furlough payments.

In combining both business turnoverand the value of total subsidies received to create avalue for total
businessincome, the share of total business income accounted for by subsidies was steady at 0.2% in
2017, 2018 and 2019. Relatively speaking, the share of total business income accounted for by subsidies
rose dramatically in 2020 to 1.8% reflecting the out-workings of both afallin turnoverand anincrease

in subsidies receipted from Covid-19 related supportschemes.

The broadly consistent pattern seen between 2017 and 2019 provides reassurance as to the quality of

the underpinning data as does the picture of subsidy receiptin 2020.

Analysis of the subsidy datawas limited in that businesses wererequired to provide a single total value
forall subsidies received. It was not possible therefore to examine different types and values of
subsidies received norto examine the extent to which businesses could be recipients of multiple

subsidies.

Michelle Duffy

For further information or queries please contact michelle.duffy@economy-ni.gov.uk

P For further information on the NIABI see: Annual Business Inquiry | Northern Ireland Statistics and Research
Agency (nisra.gov.uk)

i Invest NI is the region’s business development agency whose role is to grow the local economy by helping new
and existing businesses to compete internationally, and by attracting new investment to Northern Ireland.

i Mean is the total value of subsidies received divided by the number of businesses in receipt of a subsidy

v Median measures the level of subsidy at which half the population are above and half the population are below.
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v Mode is the value that occurs most often inthe list of all subsidy values

vi Research Bulletin 21/3 - Furlough effects in NI (economy-ni.gov.uk)

Vi An Exporter is a business that has sales outside the United Kingdom, that is sales to Ireland, the Rest of the
European Union and the Rest of the World. Non Exporters only sell in the UK.

vii An External Seller is a business that has External Sales which are comprised of those sales made outside Northern

Ireland, that is, sales to Great Britain, Ireland, the Rest of the European Union and the Rest of the World. A non
External seller only sells within Northern Ireland.
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