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Chapter 1

Introduction

1. This report presents the findings of a review of the Scottish Manufacturing Advisory Service undertaken by O’Herlihy & Co Ltd during the summer and autumn of 2008.

2. The review addressed four objectives set by SE through providing: an assessment of the strategic rationale for the project; an assessment in quantitative terms of the impact of the project date; a review of the existing market place within which the project is being delivered commenting on the provision of assistance and the nature of firms receiving support; options and issues for consideration by Scottish Enterprise in relation to the scale and scope of the project again in the light of the current Government Economic Strategy.

Strategic Rationale and Market Failure

3. The nature of the market failure was a function of firms’ size. Smaller firms recognised the need to take the action but didn’t know what to do or didn't have the necessary skills in-house. Specifically, they didn’t know where to find a solution they trusted. This is an information failure among small firms.  Large firms recognised they had a problem and knew how to resolve it but had difficulty attracting Group resources/investments.  This was an example of a risk-based market-failure.

4. Lean Manufacturing emerged as a key area for firms' attention, driven by a desire to increase productivity (a key goal of the Government Economic Strategy).  These projects led to cultural change within the business and therefore supported more sustainable improvement.

Impact 

5. The impact of the SMAS delivery is summarised below in Table E.1

	Table E.1– Impacts  at the level of the Level 4 assisted Population

	Measure
	To Date
	Cumulative projected 2008 - 2010

	Sales Increases
	£10,402,558
	£10,621,787

	Cost Reduction
	£4,172,557
	£13,896,713

	Profit Increase
	£563,148
	£2,011,405

	GVA
	£8,480,626
	£19,731,961


6. Given the overall cost to date of the Programme is in the order of £4.68 M including internal SE costs, the £8.48M net GVA return to date would appear good.
Market-place and Fit

7. Thus far, the SMAS offer has been similar to that in England and Wales.  Feedback from assisted firms suggests that it should not be diluted.  They value access to SMAS advisors who have experience of implementing ‘change projects’.  There is close working between SMAS and SE’s Account Management structure - 78% of the sample were referred to SMAS by their Account Manager.  Thus SMAS has a clear position and is not competing with other support.

Recommendation: Retain current focus on productivity improvement measures
8. In line with developments in England and Wales, there is scope to retain a concentration on core manufacturing needs, while introducing complementary (extended) support to cover Lean Leadership, Lean Back-Office and expanded Supply Chain enhancement support.  

Recommendation: Consider expanding SMAS through building the future service around the existing core SMAS offer

Support to pre-start firms

9. There is scope to consider supporting pre-start manufacturing operations (of potential future scale). Numbers are likely to be (very) small.

 Recommendation: Investigate the potential of offering SMAS to pre-start manufacturing operations
Issues for Scottish Enterprise 

SMAS promotion and Team Capacity

10. Demand for SMAS services appears strong.  This has been reflected in the managed promotion of the service so as to avoid excessive demand and the team being overcommitted.  In England third party specialist consultants have been engaged extensively on behalf of the contractor. To expand capacity, we recommend that the SMAS team gives serious consideration as to whether and how this might be done in Scotland.

Recommendation: the SMAS team should investigate the use of specialist third party consultants to deliver services on their behalf and increase the effective capacity of the SMAS team.
Level 3 Activities

11. Level 3 activities (events and seminars) have been used very effectively within the English Regions as a means of developing Supply Chain collaborations and building both MAS brand awareness and understanding of good practice.

Recommendation: the SMAS team should consider greater use of Level 3 activities and a more formalised programme of events.
SMAS fit

12. SMAS is being actively used by Account Managers.  Referral from Account Managers was cited as the single most significant source of engagement by firms.  It would appear that Account Managers generally appreciate the specialist nature of the service available. However, Account Managers have typically referred just one third of their manufacturing clients to SMAS and we feel that this proportion could be increased.

Recommendation: the SMAS team should encourage Account Managers to promote SMAS more actively to their manufacturing clients.
13. Partner organisations view SMAS positively and do not see it competing with existing public or private provision. From a different perspective, feedback from firms identified the cost effectiveness, bottom-line contribution, and impartiality of the SMAS practitioners as being three key strengths of the SMAS offer

Geographic Coverage (Rural)

14. Limited rural coverage is likely to limit the expanded delivery of the service in the Highlands & Islands.

Recommendation: Expand geographic coverage and delivery in the Highlands and Islands, recognising the particular logistical challenges being faced by practitioners in the Region. Performance targets and activity levels set by SMAS for their Highlands & Islands based practitioners should be adjusted accordingly.

GVA reporting

15. Broadly speaking the SMAS GVA calculation appears to be a good application of the SMAS performance measures.  There is merit in both the SMAS team and Scottish Enterprise's Research Team reviewing the current approach and agreeing a consistent methodology and set of calculations for the remainder of the current contract.

Recommendation: the SMAS team and Policy and Evaluation Team should review the GVA methodology for each of the seven QCD metrics and agree a common standard for future performance measurement.
16. When undertaking our interviews with firms, most appeared to be unaware of the existence of an attributed GVA figure and all were unaware of how it was calculated. 

Recommendation: Discuss and agree the GVA attributable to the SMAS intervention and the methodology used to calculate the quantum

Transferable Lessons

17. There are a number of lessons that can be drawn from the review that may help to inform SE’s other business support activities:
 Support focused on addressing a specific business area is valued

 SMAS Practitioners who have direct experience of introducing ‘change’ in manufacturing adds weight both to their credibility and that of the brand
 There is a focus (on performance improvement e.g. cash saving, profitability) – the SMAS offer ‘does what it says on the tin’

 Subsidised consulting that focuses on adding value to bottom line performance rather than developing a plan etc is valued by the firm – SMAS practitioners can engage actively and directly with the firm to address a problem which is in contrast to other forms of consultancy input and Account Management
 SMAS is independent of but closely aligned to SE – manufacturers see SMAS as being designed uniquely for their needs
 The credibility of SMAS is high precisely because its focus is tight

 SMAS implements proven techniques to improve competitiveness.
SMAS Brand

18. The SMAS brand would appear to be strong, both among consultees and firms.  This is a similar finding to MAS in England & Wales.  Brand credibility depends on the practitioners and how well they engage with client firms and deliver results.  To date, this appears to be a strength of the SMAS approach but suggests that engagement of third party practitioners needs to be managed carefully with appropriate appraisal and follow-up. 

Recommendation: Engagement of third party contractors should be managed carefully with sound appraisal and follow-up processes

Customer Satisfaction

19. National guidance has been prepared by East Midlands Development Agency setting out processes for measuring customer satisfaction. There is scope for SMAS to undertake more formalised customer satisfaction reviews 

Recommendation: There is scope to introduce a more formalised customer satisfaction process.
Market Penetration

20. Market Penetration rates at the time of survey appear relatively low, especially for Levels 2 & 4 projects.  This is similar to MAS 1 contracts in England and Wales. 

Recommendation: Greater emphasis should be placed on facilitating firms to undertake Level 4 projects.
Chapter 1

Introduction

Introduction

1.2 This document presents the findings of a review of the Scottish Manufacturing Advisory Service that was undertaken during the summer 2008.  The purpose of the review was to provide interim feedback to Scottish Enterprise, the Scottish Government and the SMAS team on the delivery of the service to date and areas where this could be improved over the next two years of the c6ntract.

1.3 In terms of our approach, we used our former knowledge of MAS to provide a context for SMAS delivery in Scotland. The MAS has been delivered in England since 2002 and there was therefore learning that could be incorporated within delivery in Scotland.

1.4 The SE approval paper for SMAS, presented in 2005, included an indicative project budget of £2.8 million (and internal Scottish Enterprise costs of £3.8 million giving a total of £6.6M) to fund the delivery of the SMAS service over the first three years of its operation.  However, the actual total spend to date was £4.68M and this is the figure we have used in our subsequent assessment of impact. 

Manufacturing Advisory Service  
1.5 Manufacturing Advisory Service has been delivered in England since 2002.  The delivery approach in Scotland was different in that a dedicated in-house team, based at Scottish Enterprise, delivers virtually all of the SMAS projects.  In England and Wales, the typical delivery model has been structured around using a primary contractor who either delivers the service directly or engages specialist third parties where necessary.  For example, in East Midlands, the primary contractor is Pera who subcontracts over 50% of the delivery to specialist third parties. In these cases, Pera project manages the specialist inputs.
Approach and Report Structure

1.6 For the report structure, we first provide below details of MAS delivery that has been adopted elsewhere in the UK.  In Chapter 2, we present details of the delivery of SMAS in Scotland and the feedback from consultees engaged as part of our study.
1.7 Chapter 3 presents details of findings of the survey while the final Chapter presents further discussion and our conclusions and recommendations.   
The Manufacturing Advisory Service

1.8 Initially, the MAS used a network of what were termed Regional Centres for Manufacturing Excellence (RCME) in each of the English Regions and Wales that were responsible for the regional delivery of the service and to provide practical hands-on advice. The first of these Regional Centres were announced in the South East and North West in October 2001. A further major component of the MAS is the creation of a National Network of Centres of Expertise in Manufacturing (CEMs). These Research Centres are nodes on this national network and are accessible through the MAS website launched in Spring 2002, thus reinforcing the Research Centres' ability to reach out to business. The RCMEs were designed to act as both a specialist provider and as a conduit to the specialist Centres of Excellence in Manufacturing located throughout the UK and numbering over 260. 

1.9 In practice, the distinction between the RCMEs and CEMs has blurred over time.  In effect the English Regions delivering MAS tend to view the Programme as part of their overall business support portfolio, albeit a specialist one, that complements the other elements of business support delivered through the Business Links.

MAS Design 
1.10 The MAS Service is built around five ‘levels’ of service as set out below.
Level 1:  Initial Contacts and Enquiries

1.11 Level 1 activity includes all the initial contacts and enquiries received by the Regional Centre from potential and current clients.
1.12 Typical activities include:

 Responding to requests for help by providing information and advice to clients, and signposting them to other sources of help;

 Dealing with requests for Level 2 Manufacturing Reviews (explained in more detail below);

 Initial handling of companies referred by partner organisations (e.g. Business Link) to MAS for help; 

 More in-depth helpline support, which may involve research and call back;

 Providing additional advice or support to existing clients.

1.13 Contact may be made by a variety of means: in person, by telephone, mail and e-mail, etc. 

Level 2:  Manufacturing Reviews

1.14 Level 2 is defined as a review of a company's manufacturing operations carried out by one or more Manufacturing Advisors whose aim is to identify a desired 'future state' of the client company, encapsulated in an action plan. 

1.15 The review process (also known as a “diagnostic visit”, “audit” or “health check”) typically consists of one day spent by a Manufacturing Advisor partly or wholly at a client site discussing a problem or issue and assessing the company's manufacturing operations.

1.16 Level 2 services are normally free of charge to all manufacturers as part of the service provided by the Regional Centres.  Following the Manufacturing Review an action plan will be delivered to the client. This may suggest a number of issues and problems to address and may recommend more in-depth support through a Level 4 intervention.
1.17 The client, having received a Level 2 action plan, has four options:

 Do nothing;

 Carry out the transformation using internal resources;

 Request a MAS Level 4 intervention;

 Obtain professional assistance from one or more third parties outside the scope of MAS.

1.18 Level 2 reviews are normally conducted by Regional Centres' own staff but can also be conducted by third party experts under the instruction of the Regional Centre.

Level 3:  Awareness and Training Events

1.19 The defining feature of Level 3 remains the 'one to many' relationship and are those activities conducted by MAS Regional Centres to raise awareness and understanding of the Manufacturing Advisory Service and the need to adopt best practice among manufacturing companies; to train them in best practice techniques; and to encourage companies to share best practice, e.g. through local networks. 

1.20 There are four principal activities that are supported under Level 3:

 Training – where this is specifically in manufacturing related specialisms and does not compete with other forms of training assistance

 Awareness Raising and Promotional Activities - the Regional Centre is expected to conduct a range of awareness raising and promotional activities to 'sell' MAS services to the region.

 Networking Activities – to support regular meetings of manufacturers and facilitating discussion around how to share best practice or to arrange a visit programme to manufacturing companies.

 Facilities for Seminars/Workshops/Conferences. 

1.21 Experience in England suggests that Level 3 activities have been effective in raising awareness and encouraging firms to engage in the service.
Level 4:  Consultancy Support

1.22 The MAS Level 4 intervention consists of an in-depth consultancy project carried out by Regional Centre Manufacturing Advisors or by CEMs or suitably qualified third parties contracted by the Regional Centre to carry out the work for the client.

1.23 The Level 4 work is usually a follow-up to the findings of the Level 2 Manufacturing Review. 

1.24 The primary purpose of a Level 4 intervention is to achieve real and quantifiable improvements in a manufacturing company's operations ('transformational change') through an implementation assignment.  A Level 4 assignment can thus be viewed as progressing a company's operation from its current state (as defined in the initial Level 2 Manufacturing Review) to an improved state which results in added value and tangible results.

1.25 Level 4 support is deemed to constitute a form of consultancy and, in order to comply with State aid requirements, is chargeable.  For SMEs the service can be subsidised at a rate of 50%.  At the time the MAS 2 guidelines were prepared, typical day rates were in the range of £250-£300 per day to the company. These are currently around £675.

1.26 Examples of Level 4 activities include the introduction of lean thinking, agile techniques and process improvements.  They all lead to quantifiable improvements in key areas such as people productivity, space utilisation, and scrap reduction that can be measured against the seven standard QCD (Quality, Cost, Delivery) measures (see below). Synthesising the results of the improvements will yield the 'Increased Value Added' measure, the most important performance indicator of the MAS programme.

Level 5

1.27 Level 5 MAS support covers referrals by MAS Teams to other sources of business assistance.

MAS Extension

1.28 Accepting some regional variations, the core Level 4 activity should not exceed 10 days for one company in each year (of MAS operation) and would normally be less.  Separate projects for companies with multiple sites may be undertaken subject to regional budget constraints.  Subsequent revision of the scope of MAS support (part way through the MAS2 contract) allows for extended Level 4 support at a lower level of subsidy.  
1.29 East Midlands Development Agency has the responsibility as Lead RDA role for Manufacturing and led an 18 month pilot in the East Midlands in 2006.  The pilot aimed to provide selected firms with an extended offer covering more in-depth strategic advice and separate inputs on Product Development.  Traditionally, MAS focused on core elements of manufacturing improvement including 5S, 6 Sigma, Manufacturing Layout Optimisation etc.  The revisions in scope introduced the possibility of providing support in new areas including Design, Manufacturing Strategy, Marketing for Manufacturers etc. 
1.30 Certain types of training in an individual company (working closely with the personnel on a 'learn and do' basis) may be considered to be a Level 4 activity, especially when there is implementation of change.  This input is often required where the Level 4 activity engages in areas where cultural change is required within the firm – this is a longer term process. 

Performance Reporting

1.31 Where Level 4s are delivered by contracted third parties, such as the Centres of Expertise in Manufacturing (CEMs), they usually operate directly under the guidance of the Regional Centre team to ensure quality of delivery and feedback.  Completed Level 4 activities are typically 'signed off' by the client company (when completed) in terms of satisfaction, results of the action, savings and value added.

1.32 The level of savings can be an estimate agreed with the company which can be verified at a later stage or through a further follow up visit be confirmed in terms of the savings and value to the company.

1.33 Level 4 activities are many and varied in scope but all will address one or more of the 7 QCD (Quality, Cost, Delivery) Measures:

 Productivity Improvement;

 Scrap/Defect Reduction;

 Improved Space Utilisation;

 Delivery Improvement;

 Stock turns;

 Equipment Productivity;

 Value added per Person.

1.34 Increased turnover, although not one of the seven QCD measures, has been adopted by some Regional Centres as a further measure of improvement.

This Review

1.35 It was anticipated and noted within the brief that a full-scale evaluation of SMAS would be completed around 2010.  This (current) review  aims to provide early stage feedback on the direction of delivery, the positioning of the product, and the performance measurement criteria used to  assess  its effectiveness.  SMAS had six principal objectives to address during the first three years of its delivery:

 Raise awareness and generate demand for the service from the 10,000 (approx) registered manufacturing companies in Scotland

 Deliver the intervention targets laid out within three year business plan and show a demonstrable improvement in manufacturing productivity through the deployment of best practice Lean manufacturing practices

 Manage external stakeholder expectations for the service and build strong credibility through client delivery

 Establish SMAS as a recognised centre of manufacturing expertise to support the Scottish manufacturing community

 Engage the Scottish Manufacturing Advisory Board in the endorsement and future development of the service

 Fully exploit the economic development synergies from the integrated approach gained by embedding SMAS within the Scottish Enterprise and Highlands and Islands Enterprise networks.

1.36 In terms of performance measures, SMAS aimed to achieve a minimum of 7% market penetration of the (approximately) 10,000 registered manufacturing companies in Scotland every year.  It was recognised that this would translate to an annualised capability to deliver:

 1500+ Level 1 enquiries for the service

 500 (approximately) individual Level 2 Diagnostic reviews

 600+ attendees to participate in Level 3 events

 120 individual Level 4 projects

 1100+ Level 4 projects days generating £390,000 of company income

 in excess of £12 million GVA improvement from Level 4 project work.

1.37 The brief noted that SMAS had achieved all of its intervention targets to date.  Feedback has been overwhelmingly positive with SMAS consistently scoring "very good" to "excellent" in Satisfaction Surveys.  In its first year, SMAS generated £1.4 million of value added and improvement through Level 4 project activity, with a further £3.7 million of value added improvement in the delivery from ongoing projects with companies.

1.38 Scottish Enterprise was keen to gain feedback from partner organisations on their engagement date and to identify areas where joint cooperation could be improved.  In addition, take up of SMAS has been notable in Highlands and Islands and it was indicated that feedback from HIE should be gained through our consultations.

Review Objectives

1.39 There were four principal objectives to be addressed through this review:

 Assess whether the strategic rationale for the project, including market failure is being addressed , is still valid (in the light of the new Government Economic Strategy, Scottish Enterprise's Business Plan and the current economic environment)

 Assess, in quantitative terms, the impact of the project to date, against the original approval (noting that a full economic impact assessment would not be required at this stage)

 Review the existing marketplace for the project, in terms of both provision of assistance for manufacturing companies and the company base, highlighting any changes since the project was originally established

 Identify a number of options for consideration by Scottish Enterprise, in relation to the future scale and scope of the project in the light of the Government Economic Strategy.

1.40 The next Chapter presents the Context within which SMAS was developed and operates.

Chapter 2

SMAS Context

Scottish Manufacturing Profile 
1.41 The following information on the manufacturing sector in Scotland has been drawn from the latest Scottish Government
 figures.
1.42 Turnover in the manufacturing sector amounted to £34 billion in 2005.  This compares with sales of £99 billion in services (excluding the financial sector and  some of the public sector), £24 billion in the oil and gas sector and £13 billion in the construction sector.

1.43 Gross value added in the Scottish manufacturing sector increased slightly (less than 1%) between 2000-2004 (from £11.3Bn to £11.4 Bn) compared to UK fall of around 2%  (from £148.8 Bn to £146.5 Bn). In the same period, gross value added in Scotland increased in the services sector by £12.2 billion (51%) and also rose in the construction sector by £1.4 billion (37%).

1.44 Scottish manufacturing accounts for 7.3% of total UK manufacturing in terms of turnover and 7.8% in terms of GVA.

1.45 The three largest gross value added figures in manufacturing are in: 
 the Food & Drinks Industry (£2.9 billion), 
 Manufacture of Fabricated Metal Products (£0.9 billion) and 

 Manufacture of Machinery and Equipment nec (£0.8 billion).

1.46 In manufacturing, six percent of business sites are foreign-owned and account for 34% of turnover and gross value added in the sector. By comparison, in the service sector, only four percent of units are foreign-owned and account for 15% of turnover and gross value added in the sector. 

1.47 Productivity (gross value added per employee) in foreign owned manufacturing firms is 60% higher than in Scottish owned firms. By comparison, productivity in foreign owned service sector firms is only 25% higher than in Scottish owned firms.

1.48 In manufacturing, only two percent of business sites employ 250 or more people. However, these units account for 42% of gross value added and 50% of turnover in the sector. By comparison, in the service sector, less than one percent of units employ 250 or more people. These business sites account for only around 25% of turnover and gross value added.

1.49 Average gross value added per employee (£49,600) in the manufacturing sector is around 70% higher than that found in the service sector (£29,700).  Whilst average labour costs per employee (£27,000) are 60% higher in manufacturing compared to the service sector (£17,300). In part this reflects the higher level of part time working in the service sector.  
Table 2.1 – Summary of Manufacturing in Scotland


[image: image1.emf]No.of employees at  Gross Value  Employment

business site Total  Gross Value Total  Turnover Added Costs Total  Gross Value Total 

(e.g. a plant, factory, shop etc) No.of Units Turnover Added Employees Per Employee Per Employee Per Employee No.of Units Turnover Added Employees

£m £m £ £ £ % % % %

 <50

9,160 7,000 2,900 68,900 101,800 41,500 22,300 91 20 25 30

50-249

790 10,300 3,700 82,500 124,600 45,100 25,400 8 30 33 36

250+

150 17,000 4,800 77,600 218,900 61,500 33,000 2 50 42 34

ALL SIZEBANDS 10,100 34,300 11,400 229,000 149,700 49,600 27,000 100 100 100 100


Manufacturing Advisory Service in Scotland 
MAS In Scotland (SMAS)

1.50 Around 2005, the Scottish Government had been monitoring the implementation of MAS in England through its links with the Department of Trade and Industry.  Historically, it had not introduced MAS at the same time as England and Wales as it was felt that Scotland’s business support infrastructure was relatively comprehensive and more sophisticated.  Therefore it was considered that the MAS offer would not necessarily add significant value.
1.51 Between 2002 and 2005, the pressures on and performance of Manufacturing in Scotland changed considerably and it was agreed that a dedicated programme of support was warranted.  This view was taken not just by the Scottish Government but also by key stakeholders reflecting the interests of manufacturers.
Context

1.52 In terms of fit, it was agreed that MAS should have its strategic direction and positioning set by those in the industry. Thus, SMAS has an Advisory Board that also looks at industry issues/development and what the public sector can do to support it.   The Scottish Government attends the MAS RDA Policy Leads meetings and finds these a good source of intelligence.

1.53 It was also recognised that there was scope for duplication and conflict if the SMAS delivery was not integrated with other business support measures.  This influenced its positioning in Scottish Enterprise and its alignment with both Account Managers and the Business Gateway – it was felt that Account Managers and Business Gateway could open up more to MAS.  Separately it is also felt that there was greater scope for engagement by and referral from the Chambers of Commerce in Scotland.

1.54 It was recognised the Business Gateway could potentially undertake the Information-Diagnostic-Brokerage (IDB) role which in England is fulfilled by Business Link organisations.  

Models

1.55 The budget allocated to SMAS is part-funded by:
 Scottish Enterprise

 ERDF and 

 Scottish Government.

1.56 The SMAS Team comprises 14 at the time of consultations (September 2008) although we are aware that there has been a Governmental commitment to double the level of support that was made in November 2008.  This commitment will require formal approval by the SMAS Advisory Group. 
1.57 Scotland is the only part of the UK to have an entirely ‘in-house’ based team.  Other parts of the UK generally adopt a ‘core’ team supported by a network of external specialists.  To date the SMAS team has been modest in its roll out of SMAS as it has been concerned that it will not be able to respond should demand increase significantly.  We make recommendations later in the report that capacity should be increased and that external experts should be engaged actively in this process.  Pera and the Engineering Employers Forum (EEF) are two organisations in England that appear to have used this approach effectively and could be approached for review.  
MAS Client Group

1.58 There is currently no targeting of SMAS which is similar to its promotion in England and Wales.  Separately, it is universally available to all eligible manufacturers – if a manufacturer requests support, is committed to implementing the project and fulfils the eligibility requirements, it will receive assistance. 

1.59 SMAS is targeted at SMEs (250 or fewer people, €50M Turnover or €45M in Balance Sheet value).  However, we are aware that it also assists a proportion of larger organisations (as do MAS contractors in England).  This larger cases are often Scottish branch plants and we discuss later the specific market failure being addressed by such interventions.  .

1.60 Awareness raising is achieved to a significant extent through word of mouth referral and Account Managers. In addition, there are one to many events (Level 3) and links to partner organisations for example Scottish Engineering and Chambers of Commerce. The Chambers are supportive but deal flow tends to be low.  SMAS has gained high profile political support – the First Minister spoke at the National Conference and the Enterprise Minister has been at the Board.

1.61 In terms of groups who have yet to be engaged, there are different channels that can be used. These could comprise telephone support, outreach, and group meetings which can be organised so as to generate interest and engagement among those who are ‘hard to reach’.  

1.62 From a different angle, if SMAS engaged micro companies, the influence of its ‘improvement processes’ could be very significant for those firms (although it is recognised to be low in terms of absolute numbers). 

Performance Measurement & Reporting

1.63 To date, there is no report made to BERR. Performance reporting is undertaken internally for the Advisory Board, Scottish Enterprise and the Scottish Government. The service offering is broadly similar to MAS, but its delivery is very different given the team is ‘in-house’ and closely aligned to Scottish Enterprises’ Account Management activities. 
1.64 GVA is calculated using an in-house model that has been developed specifically for the purpose. In comparison to MAS delivery in England and Wales, each RDA has historically used a unique (and regionally specific) approach to calculating GVA.  In this regard, Scotland is no different but the design of the Scotland algorithm has been considered carefully and its application appears reasonably consistent. 
Future Positioning.

1.65 To date, SMAS has been in its evolutionary phase.  Strategically (from the Scottish Government’s perspective) and given the recent economic changes, there is strong support for the product.  It has been closely aligned to the SE Account Management activity thus far.  This has been effective in generating quality leads and promoting the brand.  It has also been helpful to the Account Managers who have had another offering to make available.
1.66 It is recognised that SMAS has been in its ‘incubation’ phase thus far and that there is scope to expand its delivery further.  Resource issues are likely to be addressed assuming the proposal to expand the service significantly are followed through.
SMAS GVA Calculation

1.67 The SMAS calculation of GVA is based on the national MAS 7 Quality-Cost-Delivery (QCD) Measures:

  Productivity Improvement;

 Scrap/Defect Reduction;

 Improved Space Utilisation;

 Delivery Improvement;

 Stock turns;

 Equipment Productivity;

 Value added per Person.
1.68 The SMAS team provided their base spreadsheet for assessment. For the calculation of GVA, the SMAS team calculate the saving corresponding to the relevant QCD Measure as follows.

(People) Productivity Improvement

1.69 The labour cost associated with re-work and scrap is calculated through using the average amount of time per re-worked unit and the time cost per operator.  The annual saving is assumed to be the Value Add.

Quality 

1.70 The saving in scrapped material cost is calculated for a project on an annualised basis.  This saving is utilised when calculating the GVA benefit.

Space Utilisation

1.71 The Annual Overhead is calculated as a percentage of Annual Turnover.  The annualised value of Space saving is estimated through calculating the reduction in overhead.  This figure is used for calculating the GVA benefit.

On Time Delivery

1.72 This is estimated to be 5% of the relevant turnover quantum. This figure is used for calculating the GVA benefit.

Stock Turns

1.73 The reduction in the value of monthly inventory associated with an increase in the number of stock turns is calculated.  This figure is then annualised and is used for calculating the GVA benefit.

1.74 Our review of the GVA model used by the SMAS team suggests that it is logically structured and generally applied consistently. However, we feel that there is scope for developing greater consistency with SE’s standard measurement of GVA.  We discuss this in more detail later in the report.

Partner Consultations
1.75 As part of the process of setting the strategic context for the Scottish Manufacturing Advisory Service, we undertook a series of 13 consultations with both the relevant managers in the SMAS and with the ‘owners’ of SMAS in Scottish Chambers of Commerce, Scottish Enterprise, Highlands and Islands Enterprise and other private sector organisations. The consultations aimed to identify how SMAS was seen to fit with the Government Economic Strategy, the SE Business Plan and the current economic environment. The findings are set out below. 
Historical Context and Future Issues
1.76 Contrary to received wisdom, manufacturing is seen as being both an historically important and successful part of the Scottish economy. This was one of the reasons the Scottish Chambers of Commerce lobbied hard for the delivery of SMAS in Scotland. There were perceived to be differences in performance within the sector/sub-sectors (e.g. drink industry in comparison to the food segment). Growth is seen as having been export driven. 
1.77 Until very recently the view is that the sector has been performing well and indeed productivity gains have been made at a faster rate than the economy on the whole. Global competition is a major factor and it has driven companies to increase process innovation. The productivity gains have been made through a reduction in employment of lower skilled labour. However, there are structural problems related to both the lack of a local supply chain and the failure to integrate the elements where a local chain exists. These structural problems also underpin the need for a focused (autonomous) programme that supports the continuous development of Scotland’s manufacturing sector.  While autonomy is viewed as being critical, SMAS must not be left to work on its own – it must link to (and be linked to) other support measures. 
1.78 It is a common perception that difficult times lie ahead with increases in input costs, especially energy, holding back growth. The labour market is also a limiting factor. There are skills shortages in the white collar occupations and there is an aging of the existing workforce. Developing the skills of the current and future workforce is a priority issue. There is a strategic imperative to develop collaborative operations to address emerging market opportunities and to ameliorate the effects of the lack of integrated supply chains. There will be a continuing need to improve productivity and efficiency of manufacturing processes and innovation and new product development. 
Targeting 

1.79 The initial SMAS marketing approach was seen as being broad brush but aligned to the policy objectives outlined in Smart, Successful Scotland. Over the last 3 years this has been changed and it is now much more focused and linked to the SE focus on business growth and account management.  This reflects the policy shift introduced in the Government Economic Strategy (2007) with greater focus on the performance of the six priority sectors and achieving tangible and measurable improvements in performance. SMAS was viewed by consultees as supporting this shift in policy focus. It was observed that targeting had been linked to the background and specialist knowledge of the SMAS practitioner rather than the market need.
1.80  SMAS is seen as being an effective tool for established small to medium growth businesses rather than start-up companies. It is felt that larger companies (£10-100m turnover) may be effective beneficiaries of the support – having the resources and capability to drive through the necessary changes. It was also suggested that the construction sector and the food supply chain e.g. packaging and equipment manufacturing, would benefit from future targeting. 
1.81 Should SMAS be made available to high growth potential pre-start businesses, it is likely to add significant value to these firms’ manufacturing strategies.  In addition, their subsequent manufacturing efficiency should be higher than if not assistance were provided.
1.82 The market failure for larger firms is different to that for smaller firms.  For smaller firms, a key issue is that firms know they have a problem but do not know how to solve it or where to source reliable advice. The market failure being addressed by SMAS in these cases is ‘information’ based. Staff in larger firms will often know what needs to be done and who can provide the solution but find it difficult or impossible to make the case to senior managers for the investment to be made.  In these cases, the market failure is ‘risk’ based where the senior corporate managers view the likely return as being insufficient to justify the investment – this is a particular problem for larger Scotland based organisations that are part of a UK or Multinational Group. We are aware from our interviews that such firms effectively ‘compete’ for resources with other parts of their groups and in this regard, SMAS a specific and powerful role to play.
1.83 There is scope to get more of the Chambers’ of Commerce local manufacturing groups involved.  This is primarily the responsibility of the Chambers, but could be facilitated through input from the SMAS team.

1.84 There is limited coverage in the HIE area and this is constraining the roll-out of the initiative in the Highlands and Islands. There are two practitioners covering all of the Highlands & Islands geography.  When applied, Food and Drink, Engineering and General Manufacturing have been the main beneficiaries
1.85 There is scope to increase the number of “MAS Ambassadors” who can give impartial credibility to the value of the service. Ambassadors have been used extensively in other parts of the UK. They are senior personnel in firms who are engaged by MAS to promote the benefits of the Service through showing how it has been successfully implemented. The assumption is that firms value highly practical exemplars from other firms. Ambassadors are also used by MAS to raise awareness and inform policy makers of the  importance and value of manufacturing. 
1.86 Partners felt that the scope (or breadth) of the service should remain focused on the QCD type interventions.  There are other programmes available for other aspects of business development support.

Impact of SMAS 
1.87 Most of the consultees were unaware of the process used for measuring the success of SMAS – most appreciated that GVA was a key metric (although they are unclear as to how it is measured). The group felt that metrics should be demand led, output focused and linked to growth measures i.e. sales 
1.88 Environmental benefits should be integrated into the reporting and performance measurement. 

1.89 The overwhelming view of the consultees is that SMAS is viewed extremely positively by manufacturing firms. It is seen as being highly relevant and the quality and delivery of the support is “very good” to “excellent”. There was one instance of lower rating and this is linked to the comments made above regarding the shortage of practitioners rather than what is being delivered. 

1.90 The main benefits (to firms) of SMAS are the quality of advice, its impartiality, its familiarity with the clients’ markets and the ability to deliver quick returns. 
Comments and Recommendations
1.91 A number of suggestions were put forward.  

1.92 Although one consultee suggested SMAS needs to be seen as an integrated service, delivered through the account management structure and focused on manufacturing consultancy and practical ‘hands-on’ delivery, most consultees noted the value of it being ‘closely aligned to’ but not part of Scottish Enterprise. The issue of SMAS being closer to SE or totally outsourced was raised and on balance, consultees felt it needed to be closely coupled to the Account Management and Priority Industry structure (favouring the former rather than the latter), but retaining its own identity and autonomy. 
1.93 SMAS offers a clear value proposition that should not be diluted by expanding the breath of services beyond manufacturing or the QCD interventions. That said, there is a case for deepening engagement to cover supply chain development and collaborative manufacturing (firms forming formal and informal partnerships to meet specific needs of ‘prime’ customers). 
1.94 Success will continue to be built upon the quality of the advisors and the skills and experience they can bring to bear. Recruitment and development of the consultants’ pool should be an important consideration. 
1.95 The SMAS model of dedicated specialist expertise working along with Account Management structure could be applied to other SE offerings. It would benefit from further Scottish Government support for raising awareness and uptake. 
1.96 SMAS could also be integrated with resource efficiency programmes such as Envirowise and the Carbon and Energy Savings Trusts. 
Activity and Referrals
1.97 The table below (Table 2.2) shows the level of referrals and sources for SMAS since its creation in 2005.

Table 2.2 – SMAS Activity 2005-2008
	 
	Enquiries

(Level 1)
	Manufacturing Reviews (Level 2)
	Projects

(Level 4)

	3rd Party
	47
	20
	6

	Board Member
	5
	3
	0

	Business Gateway Internal
	123
	41
	8

	Company
	19
	7
	4

	Email
	46
	13
	3

	Event
	377
	53
	19

	Individual
	40
	19
	5

	LEC Account/ClientManager
	528
	306
	97

	Lobby Group
	3
	2
	0

	Local Authority
	3
	3
	1

	Marketing Campaign
	1
	0
	0

	MSP
	3
	1
	0

	Phone
	42
	17
	5

	UK Government
	3
	0
	0

	Web
	18
	5
	1

	Totals
	1258
	490
	149


1.98 There are several key points to note about these data:
 Account & Client Managers are a key source of referrals

 The Business Gateway is relatively good source of Level 2 referrals – it would appear that the BG offers a degree of screening of initial enquiries as the relative ‘conversion rate’ from Level 1 to Level 2 is quite high 

 Events (Level 3s) are an important source of Level 1’s but this may reflect the way attendance at these events is recorded

 Events (Level 3s) are also a good source of project leads more generally.

Market Penetration

1.99 Data from the Scottish Government presented above indicates that the population of manufacturing firms is in the order of 10,000 firms.  The activity levels above suggest penetration level of the direct interventions (Manufacturing Reviews and Projects) is modest and that activity rates could be expanded. 

1.100 Comparison with the East Midlands at a similar stage of the Region’s MAS evolution, suggest that SMAS Level 4 activity in particular could be increased.  Specifically, the emda budget was £2.8M (~£3.15M at current prices) but had delivered 125 cases.  The emda target for the three year period was 325 which we understand was achieved in 2005.    
Contribution of SMAS to Priority Sectors 

1.101 Table 2.3 presents an analysis of SMAS project activity since the launch of SMAS. The table highlights the project profile by key sector (shaded below).  The analysis suggests that SMAS is making a moderate contribution to SE’s support of key sectors. 
	Table 2.3 Level 4 Activity Profile
	
	

	Sector
	No. of Projects (L4)
	% of Total

	Manufacturing
	16
	20.78

	Engineering
	9
	11.69

	Life Sciences
	2
	2.60

	Retail
	3
	3.90

	Service
	1
	1.30

	Construction
	8
	10.39

	Textiles
	8
	10.39

	Food & Drink
	12
	15.58

	Electronics & Information
	5
	6.49

	Environmental Services
	1
	1.30

	Forest industries
	3
	3.90

	Chemicals
	3
	3.90

	Leisure Industry
	1
	1.30

	Defence
	1
	1.30

	Business Services
	1
	1.30

	Energy
	3
	3.90

	Total
	77
	100


1.102 While the contribution may appear moderate, it is possible that projects classified as ‘manufacturing’ may be benefiting firms operating in priority sectors but have not been recorded as such on the SMAS database. In addition, Electronics and Information may be part of DMET priority industry.
Comparative Performance

	Table 2.4
	
	
	MAS Performance Statistics - Cumulative to March 2005 
	
	
	
	

	
	
	
	
	
	Final 20.05.2005
	
	
	
	
	
	

	
	Cymru
	East
	East Mids
	London
	North East
	North West
	South East
	South West
	West Midlands
	Yorks & Humber
	Average
	Scotland

	Level 1
	1,105
	5,627
	1,359
	6,742
	1,892
	11,334
	14,878
	2,062
	4,685
	6,298
	5,598
	1,258

	Level 2
	1,262
	385
	1,128
	628
	603
	1,826
	1,013
	705
	2,065
	1,390
	1,101
	490

	Level 3
	
	
	
	
	
	
	
	
	
	
	
	

	Events
	39
	113
	57
	221
	265
	91
	270
	139
	84
	68
	135
	-

	Attendees
	817
	3,097
	2,649
	4,026
	884
	5,189
	5,119
	5,264
	2,236
	2,723
	3,200
	-

	Level 4 (completed)
	140
	85
	293
	139
	205
	330
	207
	299
	818
	535
	305
	149

	
	
	
	
	
	
	
	
	
	
	
	
	

	Value Add [Million]
	£11.28
	£3.48
	£13.87
	£7.07
	£10.23
	£19.94
	£12.60
	£11.47
	£11.65
	£53.79
	£15.54
	£16.63

	
	
	
	
	
	
	
	
	
	
	
	
	

	Budget
	
	
	
	
	
	
	
	
	
	
	
	

	Core [Millions]
	£3.69
	£2.20
	£2.88
	£3.00
	£2.03
	£11.95**
	
	£3.00
	£5.00
	£6.50
	£4.47
	£4.68

	Additional [Millions]
	
	
	
	
	£14.18*
	
	
	£1.00
	£2.50
	
	£5.89
	


Source: BERR & O’Herlihy & Co Ltd

* In the North East, MAS is delivered as part of NEPA
** In the North West, MAS is integrated within Agenda for Change

1.103 Using data provided by BERR that summarises the performance profile for the first three years’ delivery of MAS in England and Wales (2002 – 2005), adding to this information gained through our UK-wide consultations undertaken as part of our national MAS review in 2008.
1.104 The findings indicate:

 A broad spread in both activity levels and recorded GVA across all regions

 Scotland is around the average figure for recorded GVA to date
 Scotland has an average level of expenditure to date

 Scotland’s Level 2 and Level 4 activities are notably lower than the MAS average.
1.105 It is important to note that the figures for MAS cover all three years of its operation while those for SMAS are for a little over two years.  We are aware that Level 2 and Level 4 activity rates for SMAS have increased sharply since these data were captured for our review.
SE Account Managers Survey

1.106 In mid-August 2008, SE Account Managers were invited to complete an online survey to assess the fit of SMAS with the Account Management offer. Most of the responses were received in the last two weeks of August and all by 10 September.

1.107 The tables below analyse the 35 complete responses received. Numerical data is shown in tables and free-text responses are summarised to show the main issues emerging.

1.108 Questions 1 and 2 cover the Account Managers’ names and locations. All SE areas were included.
1.109 Question 3. Manufacturing firms accounted for 45% of the total firms. Each Account Manager had an average of 9.5 manufacturing firms in their portfolio. 

	Question 3

For how many Account Managed firms are you responsible?  

How many of these are manufacturers

	Answer Options
	Response Average
	Response Total
	Response Count

	Total Number of Account Managed Firms 
	21.1
	718
	34

	Number of Account Managed firms in Manufacturing 
	9.5
	322
	34


1.110 Question 4. Eight of the Account Managers had less than 5 manufacturing firms in their portfolio. Nonetheless six of them had still managed to refer firms to SMAS.
	Question 4
Have you referred any firms to SMAS?

	Answer Options
	Response Percent
	Response Count

	Yes 
	89%
	31

	No 
	11%
	4


1.111 Question 5. On average, each Account Manager had referred about one third of their manufacturing clients to SMAS. 

	Question 5
How Many firms have you referred to SMAS?

	Answer Options
	Response Average
	Response Total
	Response Count

	Enter Number 
	3.5
	106
	30


1.112 Question 6. Scores below 5 are due to (rare) dissatisfaction with a SMAS project or because the SMAS proposals seem too much as sales orientated. Comments attached to higher scores say that SMAS is practical and hands on and many firms are asking about Lean Manufacturing. Some scores would have been higher had the Account Manager had more experience of SMAS projects or had seen the results more clearly. Comments overall were positive. 

	Question 6

When working with manufacturers, how USEFUL is SMAS, as part of your 'product toolkit'?

1 is not at all useful and 10 is very useful

	Answer Options
	Response Percent
	Response Count

	1
	0.0%
	0

	2
	0.0%
	0

	3
	3.2%
	1

	4
	0.0%
	0

	5
	6.5%
	2

	6
	12.9%
	4

	7
	19.4%
	6

	8
	19.4%
	6

	9
	19.4%
	6

	10
	19.4%
	6

	 
	 
	answered question
	31

	 
	 
	skipped question
	4


1.113 There was just three respondents to questions 7, 8 and 9 covering:
 What are the barriers to using SMAS (Q.7)?
 What would help you make better use of SMAS (Q8)?
 Are there any other reasons why you have not referred manufacturing firms in your portfolio to SMAS (Q9)?
1.114 Only those who had not referred clients to SMAS were asked these questions. This explains the low response rate. Two of the respondents had few manufacturing firms in their portfolio. Lack of knowledge about the SMAS practitioners and the lack of case studies showing bottom line benefits were offered as comments.
1.115 Question 10. Scores below 5 are due to concerns about forcing client to use SMAS whereas other support mechanisms allow a choice of provider. The concern about quality was reiterated.
	Question 10 -   When working with manufacturers, how well does SMAS COMPLEMENT/FIT your other Account Management products? –

1 is a very poor fit and 10 is a very good fit

	Answer Options
	Response Percent
	Response Count

	1
	0.0%
	0

	2
	0.0%
	0

	3
	3.0%
	1

	4
	3.0%
	1

	5
	6.1%
	2

	6
	12.1%
	4

	7
	21.2%
	7

	8
	24.2%
	8

	9
	15.2%
	5

	10
	15.2%
	5

	 
	 
	Answered question
	33

	 
	 
	Skipped question
	2


.
1.116 Question 11. SMAS is seen by clients as a positive experience, not just in terms of cost, efficiency savings and increased production, but also in terms of the relationships with the individual practitioners and the extensive industry knowledge they have. There is a desire too for a refresher on SMAS and to meet the practitioners. Where there is a reluctance to refer, it may be due to a concern that a poor job will reflect badly on the Account Manager.
Key points

1.117 It is worth noting that manufacturing firms account for around a half of Account Managed firms, yet just one third of the Account Managed cohort have been actively referred to SMAS.  We feel there is scope to increase this level, although feedback from our survey suggests that Account Managers may see SMAS as being a ‘single source’ solution and therefore less attractive than other interventions that have available.    
1.118 The following chapter presents our SMAS beneficiary survey findings.
Chapter 3

Survey Findings

1.119 We undertook a survey of SMAS beneficiaries assisted since the launch of SMAS.  The sample was designed to provide geographic coverage of the population. A total of 18 interviews were undertaken, mainly face to face.  The sample was selected principally on the basis of geographic distribution.  Scottish Enterprise has recently introduced a formal process for approaching firms for feedback and evaluation purposes.  It was necessary for us to modify our original target group in order to fulfil Scottish Enterprise's Customer Services requirements.

1.120 When selecting our sample, we concentrated on those cases that had been engaged in Level 4 projects.  The sample accounts for 24% of Level 4 projects. This focus was chosen to reflect the more intensive input delivered by SMAS and thereby capture their associated quantitative and qualitative benefits. Our earlier evaluations of MAS in the East Midlands and the approach adopted by the National Evaluation undertaken by DTZ (2006) also focused on Level 4 activities for impact measurement. As per the ITT, the aim of the survey is to provide indicative feedback on delivery to date rather than produce a statistically robust assessment of impacts to date.  We were also asked to provide feedback on the management information collected by practitioners when working with firms and to compare this to our assessments.   
	Table 3.1 -  Business Type

	Answer Options
	Response Percent
	Response Count

	Private Company Limited by shares
	94.4%
	17

	Public Company
	5.6%
	1

	 
	 
	answered question
	18

	 
	 
	skipped question
	0


	Table 3.2 -  Business Sector 

	Answer Options
	Response Percent
	Response Count

	Manufacture of electrical and optical equipment
	23.5%
	4

	Manufacture of food products, beverages and tobacco
	17.6%
	3

	Manufacture of wood and wood products
	17.6%
	3

	Manufacture of textiles and textile products
	11.8%
	2

	Manufacture of chemicals, chemical products and
	5.9%
	1

	Manufacture of basic metals and fabricated metal products
	5.9%
	1

	Manufacture of machinery and equipment
	5.9%
	1

	Manufacture of transport equipment
	5.9%
	1

	Manufacturing not elsewhere classified
	5.9%
	1

	Other Non Manufacturing (please specify)
	1

	 
	 
	answered question
	17

	 
	 
	skipped question
	1


1.121 It can be seen from Table 3.2 that our sample included a broad range of business sectors.  Business activities included:

 sign and letter making

 lined pressure vessels

 Manufacture of cables and connectors

 Manufacture of Vehicle Bodies or Trailers

 manufacture of inks

 Optical coatings

 Circuit board manufacture

 Rug Manufacturer

 Manufacturers Garments

 Contract Door Manufacturer

 Manufacture of Acoustics Transducers

1.122 The single ‘Non Manufacturing’ firm was in Healthcare.
Employment

1.123 Firms were asked to identify their employment at the start of the SMAS project and their current employment.  There has been relatively little change in the employment profile over the term of their engagement.

	Table 3.3 – Employment Profile

	
	Before Engagement
	Currently

	Mean Employment
	160
	160

	Median Employment
	68.5
	66


1.124 The comparatively low median employment reflects the larger number of small - medium sized firms represented in the sample. The comparatively higher Mean reflects the inclusion of a number of large employers. 
	Table 3.4 - How did you become aware of SMAS

	Answer Options
	Response Percent
	Response Count

	Contact from SE account/client manager
	77.8%
	14

	Contact from SE or Business Gateway
	22.2%
	4

	Attending an event
	11.1%
	2

	Direct contact from SMAS
	5.6%
	1

	Other (please specify)
	9

	 
	 
	answered question
	18

	 
	 
	skipped question
	0


1.125 It can be seen from Table 3.4 that referral from SE Account Managers has been a critical sources of business leads for the SMAS team.  Over three quarters of those interviewed cited Account Managers as being the initiating lead. This finding supports feedback from the SMAS team.
	Table 3.5 -  Did you benefit from the following SMAS activities 

	Answer Options
	Response Percent
	Response Count

	On-Line/Web information
	0.0%
	0

	Initial 'Diagnostic' Visit (Level 2)
	72.2%
	13

	Participation in a training/awareness event (Level 3)
	11.1%
	2

	Detailed consultancy support (Level 4)
	94.4%
	17

	Supply chain links
	0.0%
	0

	Other (please specify)
	3

	 
	 
	answered question
	18

	 
	 
	skipped question
	0


1.126 Table 3.5 provides an overview of the range support of which the sample firms have availed.  As mentioned above, when selecting our sample, we concentrated on those cases that had received Level 4 type projects.  This may explain the relatively low proportion of firms identifying On-Line/Web Information.

1.127 Of note is the relatively small proportion of firms identifying Level 3 activities (group events).  We know from our research into delivery of MAS in England and Wales that Level 3 activities can be a very effective source of lead generation.  We are aware from our consultations with the SMAS team that demand has been strong and consequently it has been necessary to limit the promotion of the service in order to ensure that the Team's capacity is not over-committed.

1.128 We return to this issue later in our Discussion, Conclusions and Recommendations chapter.

SMAS projects

1.129 Table 3.6 summarises the project profile supported through SMAS.

	Table 3.6 -  How many projects have SMAS assisted you with 

	Answer Options
	Response Percent
	Response Count

	1
	88.9%
	16

	2
	5.6%
	1

	3
	5.6%
	1

	If more than one project please list each project 
	9

	 
	 
	answered question
	18

	 
	 
	skipped question
	0


1.130 In order to get the commercial context for engaging SMAS (and establish a rationale for our assessments of Deadweight) we asked firms to consider the business issues they were facing during the six-month period prior to the engagement of the SMAS team.  We summarise below a selection of the responses:

 Need for improvement

 Recognised the need for improvement

 Need to establish and maintain a continuous improvement (CI) culture in the business

 Panel process improvements (this is a specific activity relating to this firm).

 Plant designed for long/large production runs.  Non Competitive. Needed to increase flexibility, reduce production times

 Need for action

 Layout of factory to increase space for expansion

 Needed to review and renew supply base for cost savings

 Were aware of need to increase output

 Too much waste produced not a just-in-time process

 Knew they needed help on production control

 Yes - on time delivery. We had been taking too much on

 We knew we had to move premises and that we would need help

 Need to move into product manufacturing from R&D

 Customer/External or Group pressure

 Yes, getting the right product into the right packs and then out to the customers.

 We were under pressure from major customer (85% sales)  to automate

 Parent Company was making investment in plants.  Needed to show Glasgow was well placed to benefit from this investment

Prior actions

1.131 We asked firms to explain their attempts to address these business challenges, and if they did, whether they were successful.

1.132 Two firms indicated that they had undertaken successful projects in the previous six months.  Deadweight in these cases is likely to be high

1.133 A total of four firms indicated some form of partial activity.  In these cases, the firms generally attempted to take action but had not got very far with their implementation.  This was due to either a lack of skills or a perceived need for the  impartiality of an external consultant (two cases)

1.134 Eleven firms indicated that they had not taken any action.  The reasons identified included:

 a lack of skills

 a lack of time

 a lack of available resources

 more urgent problems to address

 the requirement for a fresh external input.

The focus of SMAS input
1.135 The data in Table 3.7 indicates that the focus of the SMAS input was dominated by Productivity Improvement.  Over four fifths of the sample identified it as being the priority to address through accessing SMAS support. The data in Table 3.7 comprise a mix of personnel and machinery based productivity improvement interventions. Productivity Improvement, Equipment Productivity and Improved Space Utilisation are all elements of productivity improvement while Value Add Per Person, Improved Space utilisation, Delivery Improvement and Stock Turns are measures of improvement.  
	Table 3.7 What was the issue you wished to address 

	Answer Options
	Response Percent
	Response Count

	Productivity Improvement
	82.4%
	14

	Equipment Productivity
	35.3%
	6

	Scrap/Defect Reduction
	23.5%
	4

	Value Add Per Person
	23.5%
	4

	Improved Space Utilisation
	17.6%
	3

	Delivery Improvement
	17.6%
	3

	Stock Turns
	5.9%
	1

	 
	 
	Other (please specify)
	6

	 
	 
	answered question
	17

	 
	 
	skipped question
	1


1.136 A total of six firms identified "other" factors and these are summarised below:

 Cost reductions

 Lean Manufacturing

 Develop clear case for maintaining existing manufacturing approach

 Required increased flexibility of Line Staff.  Move from 'Line' to 'cell'

 Manufacturing Strategy development

The SMAS consultant’s input

1.137 The interviewees provided detailed feedback on the input of the SMAS team.  We have summarised this feedback below:

 Strategic input to Management Team and operative staff

 Scoping projects and building project plans

 Hands-on inputs to address gaps (data analysis, process modelling, process design and implementation, efficiency analysis etc)
 Identifying skills gaps and engaging with firms to provide targeted specialist inputs that allow the project to be taken forward (referred to by firms as ‘rolling sleeves up to do tasks we do not know how to do)

 Manages the input of a specialist third party

 Oversees the design and implementation of a cultural change programme in the firm.  
1.138 The feedback suggests that the SMAS consultants provide a broad range of inputs to firms and appear to tailor their advice to the needs of the client in each case.  This is valued by the client firms and would appear to us to be good practice.

	Table 3.8 How do you rate the following aspects of the SMAS Consultant's input (1 = Poor 5 = Excellent)?

	Answer Options
	1
	2
	3
	4
	5
	Response Count

	Understanding your business
	0
	0
	1
	13
	4
	18

	Understanding the project requirements
	0
	0
	1
	10
	7
	18

	Working with you/your team
	0
	0
	1
	11
	6
	18

	Skills to support the project
	1
	0
	0
	11
	6
	18

	Experience to support the project
	0
	0
	0
	13
	5
	18

	Project Management
	0
	1
	2
	12
	3
	18

	Delivering the required results
	0
	0
	3
	11
	4
	18

	 
	 
	 
	 
	 
	 
	Other Comments
	8

	 
	 
	 
	 
	 
	 
	answered question
	18

	 
	 
	 
	 
	 
	 
	skipped question
	0


1.139 The high ratings reflect the reportedly high levels of added value firms perceived from the support they received.  The slightly lower scores for Project Management and Delivering the Required Results may reflect a mix of slippage on the part of the SMAS adviser and overly ambitious aspirations on the part of the firm.

1.140 In selected cases, firms supplied additional contextual comments describing the SMAS consultants input:

 Consultants were enthusiastic and motivated

 Consultant was 'joined up', hands on, tried to make life easier for us

 8 day Diagnostic was too detailed

 Good rating to date.  Non-committal till end of project (which is still to be completed)

 Scope creep - pursued other improvements that were spotted.

 Consultant excellent but experience is primarily in large companies hence the lower score on last 2 categories

Additionality

1.141 In order to assess accurately the additionality of the SMAS input, we asked firms to identify what they would have done had the support not been available.

	Table 3.9 -  Without the advice from SMAS what would you have done?

	Answer Options
	Response Percent
	Response Count

	A Not taken any action
	23.5%
	4

	B Undertaken a smaller project
	35.3%
	6

	C Less likely to undertake the project
	5.9%
	1

	D Undertaken the project at a later date
	29.4%
	5

	E Undertaken the same project on the same timescale
	5.9%
	1

	 
	 
	answered question
	17

	 
	 
	skipped question
	1


1.142 The feedback in table 3.9 highlights two significant points:

 just under one quarter of the firms interviewed indicated that they would not have taken any course of action had the SMAS support not been available

 just 6% of firms indicated that they would have undertaken the same project within the same time frame and on the same scale.

1.143 The second point is perhaps the most significant.  It indicates that cases of full deadweight are very low.  By comparison, other general business support interventions we have evaluated typically indicate that "full Deadweight" proportions of around 20%.  In this regard, SMAS appears to be fulfilling a market need among manufacturers that is not being met by other forms of support or by the private sector.  
	Table 3.10 – Estimates of partial additionality 

	Answer Options
	1-12
	12-25
	26-50
	51-75
	75-99
	Response Count

	B How much smaller %
	0
	3
	2
	2
	0
	7

	C How less likely %
	0
	0
	0
	1
	0
	1

	D How much later (months)
	4
	2
	0
	0
	0
	6

	 
	 
	 
	 
	 
	 
	answered question
	13

	 
	 
	 
	 
	 
	 
	skipped question
	5


1.144 Scale benefits appear to be the most significant area of contribution.  The level of average Scale additionality equates to 37% for the seven cases identifying this benefit.

1.145 For timing benefits we have calculated the benefit based on the level of advancement reported by the firms.  We have ascertained the annualised financial value of the impact based on feedback from firms – so if a firm cited a profitability improvement of £50,000 per annum we have used this as the basis of our timing additionality calculation.  To assess the timing effect, we assume that this benefit is accrued in full for each 12 month period of advancement so a project brought forward by six months would derive 50% of the quoted annualised benefit while 18 months would provide 150% of the quoted benefit. 
1.146 Separately, in order to estimate average Deadweight (and only for this purpose), we have assumed that an additionality level of 33% for each year’s advancement. This assumes that a project brought forward three years would be fully additional and therefore have no Deadweight.

Gross Impacts
	Table 3.11 - What changes in sales, profit, costs and R&D spend have occurred as a result of the project?

	Answer Options
	Negative impact
	No impact
	0 - 25%
	26 - 50%
	51 - 75%
	76 - 100%
	100% plus
	Response Count

	Sales increase
	0
	4
	6
	0
	0
	0
	0
	10

	Profit increase
	0
	1
	7
	0
	0
	0
	0
	8

	Cost reduction
	0
	2
	10
	1
	0
	0
	0
	13

	R&D
	0
	7
	1
	0
	0
	0
	0
	8

	 
	 
	 
	 
	 answered question
	17

	 skipped question
	1


1.147 Table 3.11 indicates that firms have derived a broadly based set of quantitative benefits.  Unsurprisingly cost reduction is the most frequently cited benefit but there have also been improvements in sales growth and profitability.  Note that when we are undertaking our interviews, we asked firms citing profit increases to separate these from any cost benefits that have been derived - this is to ensure that the cost/profit benefit is not double counted.

1.148 The gross benefits to date for the sample are:

 £1,800,000 increase in turnover

 £1,003,000 reduction in cost

 £432,000 increase in profit (not accounted for by cost reduction)
 1 FTE.

1.149 We include a case by case analysis of the calculations in Appendix 2.

	Table 3.11 – In 2 years time what changes in sales, profit, costs and R&D spend will occur as a result of the project?

	Answer Options
	-VE impact
	0
	1 - 25%
	26 - 50%
	51 - 75%
	76 - 100%
	100%+
	Response Count

	Sales increase
	0
	4
	5
	1
	0
	1
	0
	11

	Profit increase
	0
	1
	7
	0
	0
	0
	0
	8

	Cost reduction
	0
	1
	11
	1
	0
	0
	0
	13

	R&D
	0
	7
	0
	0
	0
	0
	0
	7

	
	
	
	
	
	
	
	
	
	

	answered question
	18

	 skipped question
	0


1.150 Building on benefits summarised in table 3.10, firms also projected a sustained benefit being achieved in future years.  Table 3.11 indicates significant benefit being anticipated by the client group.  In one case, the firm anticipates that its turnover will increase by up to 100% as a result of the improvements introduced through the SMAS project.  Broadly speaking, the profile of other benefits are of a similar scale to those identified to date. This is reassuring, as it indicates that SMAS is not having a one-off improvement and is leading to a sustained growth at current levels. 

1.151 The gross future benefits in two years time for the sample are:

 £1,050,000 increase in turnover

 £2,820,005 reduction in cost

 £1,180,000 increase in profit (not accounted for by cost reduction).

Displacement

	Table 3.12 -  The proportion of sales change taken from competitors? 

	Answer Options
	0
	1-25
	26-50
	50-75
	75-99
	Response Count

	In Scotland
	9
	4
	1
	0
	0
	14

	Outwith Scotland
	4
	2
	5
	0
	5
	16

	 
	 
	 
	answered question
	16

	 skipped question
	2


1.152 Given that firms in the manufacturing sector typically exhibit moderate to high levels of displacement (especially those operating in well-established or traditional sectors), the data in table 3.12 suggests that the level of Scotland-level displacement is low at just over 12%.  By comparison, our recent review of the National Evaluation data set (2006) relating to firms interviewed in the East Midlands, identified that average displacement levels were around 45 to 50%.  
1.153 Critically, half of the sample indicated that there was no displaced sales at the Scotland level.  This likely reflects the UK/export focus of these firms’ activities.

Net Impact to date
1.154 The detailed calculations for net impact follow the SE Guidance on calculating net impact.  This methodology indicates that the net impact to date for the sample is:

 £2,431,767 increase in turnover 
 £975,403 reduction in cost

 £131,645 increase in profit (not accounted for by cost reduction).
1.155 Note that firms only selected one principal quantitative performance improvement metric and this has been recorded. This metric relates to the business area where the principal improvement occurred. This also removes the risk of double-counting the GVA benefit.
1.156 Published Type II multipliers
 have been used on a case by case basis and applied to the impact for each firm.

1.157 Scottish Government Input Output Tables enables the average sales to GVA ratio for manufacturing to be calculated and this is estimated to be in the order of 1:0.36.   This ratio allows the net GVA for the sample to be estimated:
 £875,436 ( £2,431,767 * 0.36) attributable to turnover growth

 £975,403 for cost reduction

 £131,645 from profit increases.

1.158 For calculation purposes, we have assumed that cost savings and profit increases (not accounted for by a cost saving) equate to a GVA uplift at the level of the firm.  For those firms citing sales increases, we have applied the GVA:Sales ratio derived from the Scottish Government data as described above.
1.159 Thus, the total GVA increase to date is £1,982,484.
Net Impacts anticipated in two years

1.160 For impacts anticipated in two years time, the profile is as follows:
 £1,752,796 increase in turnover 

 £2,293,221 reduction in cost

 £331,920 increase in profit (not accounted for by cost reduction)

1.161 A discount rate of 3.5% (current HM Treasury guidance) has been used and applied over the two years to calculate the impact at current prices. When assessing future impacts, firms were asked to project the future benefit deriving to their business in 2010 as a result of the SMAS support. Following discussion with Scottish Enterprise, we have assumed that all future projections will be accrued linearly (i.e. 50% of the projected increase will be derived in 2009).  The total future impact is estimated to be the sum of the 2009 and 2010 estimates by firms. As described above, we have used the sales to GVA ratio for manufacturing of 0.36 (from Scottish Government Data) to calculate the net GVA for those firms citing sales benefits as impacts:

 £631,006 (£1,752,796 * 0.36) attributable to turnover growth

 £2,293,221 for cost reduction

 £331,920 from profit increases.

1.162 Thus, the total GVA increase anticipated within two years is £3,256,147.
1.163 A total of 77 Level 4 projects were funded (of which 18 were interviewed).  Therefore, to calculate the impact at the level of the population, we use a scale factor of 4.27 (77/18).

1.164 The population level impacts are summarised in Table 3.13.
	Table 3.13 – Impacts  at the level of the Population

	Measure
	To Date
	Cumulative projected 2008 and 2010

	Sales Increases
	£10,402,558
	£10,621,787

	Cost Reduction
	£4,172,557
	£13,896,713

	Profit Increase
	£563,148
	£2,011,405

	GVA
	£8,480,626
	£19,731,961


Sample Characteristics and Confidence

1.165 The confidence interval depends upon the sample size chosen and its relationship to the population.  There are several key factors that need to be considered:

 Population – the total number of assisted cases over the period which is this case was 77

 Confidence Interval – this is the band within which the population might be expected to choose a specific answer and is calculated below

 Confidence Level – this is how often the true percentage of the population picks an answer that lies within the confidence interval – a Confidence Level of 95% has been used to calculate the Confidence Interval below   

 Percentage – the survey accuracy also depends on the percentage of your sample that picks a particular answer. If 99% of your sample said "Yes" and 1% said "No," the chances of error are remote, irrespective of sample size. However, if the percentages are 51% and 49% the chances of error are much greater. It is easier to be sure of extreme answers than of middle-of-the-road ones. When determining the sample size or confidence intervals, we use the worst case percentage (50%). 

 Sample – this is the sample size used and in the case of SMAS was 18

 A Sample Size Calculator has been used to work out the required Confidence Interval (http://www.surveysystem.com/sscalc.htm).
1.166 Using the on-line calculator, the Confidence Interval was 20.35 for the survey.  This interval is relatively large (as it indicates that we can be 95% certain that a result will be within +/- 20.35% of the quoted level).  However, given this is an interim review rather than a final evaluation, this interval is deemed to be appropriate.
1.167 As per the ITT, it is important to note that the sample selection was aimed to provide indicative feedback on the performance of the SMAS delivery to date and the future focus of delivery for the remainder of the contract and beyond.
Innovation

	Table 3.14 - As a result of your link with SMAS how many of the following benefits have accrued 

	Answer Options
	0
	1
	2
	3
	4
	5+
	Response Count

	New products have been introduced
	15
	1
	0
	0
	0
	0
	16

	New processes have been introduced
	8
	10
	0
	0
	0
	0
	18

	New patents/IPR registrations
	15
	0
	0
	0
	0
	0
	15

	New export markets
	13
	2
	0
	1
	0
	0
	16

	New links with HEI/FE/RTOs
	14
	1
	0
	0
	0
	0
	15

	answered question
	18

	 skipped question
	0


1.168 The most significant contribution to innovation from SMAS is reflected in the number of new processes that have been introduced by client firms.  A total of 10 firms identified a new process while a further two noted entry to a new export market.  One firm built a new link to a higher education institution.

1.169 However, Table 3.14 suggests that in most cases SMAS has had a moderate influence on innovation related activities.  Firms have engaged the team to address the issue that has been identified as constraining growth or productivity improvement.  It has been a focused input which, when delivered, generated a positive return for the business.

Other actions taken by firms as a result of the SMAS input
1.170 Lean manufacturing has been a key focus of firms' actions.  A summary of their responses include:

 Lean

 Employed a "Lean" specialist (2) 

 Development of lean management culture

 Have moved lean manufacturing techniques into other non-manufacturing parts of the business e.g. R&D and Quality

 Parent company has prepared two (and a half) follow-on Lean Programmes that have been applied to different parts of the plant

 Now have a cost review and control culture in the business

 Disseminated learning across the group companies and looking at potential implementation in other areas

 Transfer of lean manufacturing techniques to other aspects of the business. Internal communications are now 'joined-up'.

 Other projects using the 'thinking tools' they were trained to use

 Set up dedicated team to produce product 'samples' which helped win £200k order from a new customer

 Lots around process flow and machine utilisation.
Actions proposed by firms within two years

1.171 Firms put forward a range of measures which they felt would contribute to their on-going growth.  These included:

 Aiming to train more people (~60)

 Move to new premises

 Potential investment in new capital equipment for 'de-bottlenecking'

 SC21 (reducing number of suppliers, driven by customers) engagement
 Our team will 'know how to do the ASDA waste project'.

 Avail of an opportunity to assemble boards into the box - this needs more room and also an MIS – our firm has more confidence to take it on now.

 Expand exports

 Aim to continue to attract investment from Parent and to introduce new plans on a line by line basis

 Further staff training

 Focus on productivity increase.
Overall rating of SMAS support

	Table 3.15 - How would you rate SMAS support

	Answer Options
	1= Poor
	2
	3 = Fair
	4
	5= Excellent
	Rating Average
	Response Count

	Relevance to your company
	0
	0
	0
	9
	9
	4.5
	18

	Quality of work
	0
	0
	0
	9
	9
	4.5
	18

	Delivery
	0
	0
	1
	8
	9
	4.4
	18

	 
	 
	 
	 
	 
	 
	 
	answered question
	18

	 
	 
	 
	 
	 
	 
	 
	skipped question
	0


1.172 The feedback presented in table 3.15 indicates a very high level of satisfaction with the input of the SMAS team.  The average score of 4.5 equates to a satisfaction rating of 90% in terms of:

 Relevance

 Quality

 Delivery.

1.173 This rating is particularly high and we understand supports feedback from satisfaction surveys issued by the SMAS team to clients over the past two years.

Links to other support input

	Table 3.16 Prior to and while working with SMAS, did you receive any of the following forms of support?

	Answer Options
	Response Percent
	Response Count

	Marketing Support
	50.0%
	3

	Internationalisation
	50.0%
	3

	Company Growth
	50.0%
	3

	Innovation (e.g. Small Companies Innovation Scheme)
	33.3%
	2

	Scottish Enterprise Priority Industry Teams
	16.7%
	1

	 
	 
	answered question
	6

	 
	 
	skipped question
	12


1.174 Table 3.16 suggests that SMAS assisted firms are well-connected to the support infrastructure available from SE.  It reinforces and complements the findings above relating to referrals from Account Managers.

1.175 The Account or Client Management input included:

 Access to Changing Point to get Management working as a team

 Research grants

 IIP/Leadership Training

 Part of companies of scale programme - support through this mechanism

 Had a training grant prior to getting an account manager.

 Lean Manufacturing Training

1.176 Separately, engagement of SMAS led three firms to gain access to other forms of support, notably:

 Innovation Support (1 firm)

 Marketing Support (1 firm)

 Company Growth support (1 firm).

1.177 There were two comments indicating that earlier input from Scottish Enterprise was not as valuable as anticipated.

Expansion of SMAS
	Table 3.17 - Should the scope of SMAS be extended to cover any of the following areas

	Answer Options
	Response Percent
	Response Count

	Strategy
	57.1%
	4

	New Product Development
	42.9%
	3

	Marketing
	28.6%
	2

	Other (please specify below)
	28.6%
	2

	 
	 
	answered question
	7

	 
	 
	skipped question
	11


1.178 Just under 40% of respondents suggested that the scope of SMAS should be extended, with Strategy support attracting the most positive response.  By inference, this suggests that 60% of respondents considered that the current scope of SMAS should remain unchanged.  When asked, most firms felt that SMAS differed from other forms of support in that it provided manufacturers with access to specialist consultancy tailored to the needs of manufacturers.  Critically, those providing the advice and input had practical experience of the issues being faced by these firms and this was reflected in the high ratings.

1.179 Those suggesting that the service could be expanded, noted:

 You must have good practitioners - source the best consultants from public and private sector 

 New Product Development for new products to existing customers.

 Should stick to the core business

 Should focus on what they do best - perhaps these may be of relevance to smaller/start-up businesses

 Help with export control

 Provide consultancy support to integrate manufacturing strategy with general business strategy

Recommendation

	Table 3.18 Would you recommend SMAS to another (non competitor) firm?

	Answer Options
	Response Percent
	Response Count

	Yes
	94.4%
	17

	No
	5.6%
	1

	 
	 
	answered question
	18

	 
	 
	skipped question
	0


1.180 Just under 95% of firms would recommend SMAS to another manufacturer.  The one firm who would not recommend it was currently in the middle of their project and wanted to wait until its completion before giving a formal positive response.

1.181 Those recommending SMAS identified several key themes in their feedback:

 You get access to individuals who have experience of manufacturing and the issues faced by manufacturers

 you get an external, impartial catalyst for change for your business

 SMAS consultants focus on generating bottom-line performance improvement results

 consultants can bring leading-edge thinking from other industries and apply this to your business.
Other Recommendations

1.182 The bulk of the other recommendations supported the majority view expressed earlier for SMAS to retain its current focus and continue to offer process improvement advice to manufacturers:

 Do not dilute efforts by moving outwith current offerings - key account management (KAM) can cover this

 Good guys well liked by management and staff

 Need to spend more time up-front defining the project. The scope should be kept narrow and focused on short-term results.

 Need a consistent proactive approach from the consultants - not the case with both who have engaged with MAS to date

 SMAS should be accessed by a one-stop shop approach (i.e. SE account manager). This has not always been the case.

 Stick to manufacturing

 Make more available to firms like they do in North East of England (through NEPA)

 Keep delivering current services with the potential addition of strategy support.
1.183 There is an issue of interpretation around the concept of ‘expansion’ and we discuss this in more detail during the following Chapter which presents our discussion, conclusions and recommendations.
Chapter 4

Discussion, Conclusions and Recommendations

Introductions

1.184 The brief requested that this review address four principal objectives:

 assess whether the strategic rationale for the project (including market failures) is being addressed and is still valid within the context of the current Government Economic Strategy

 assess in quantitative terms the impact of the project date

 review the existing market place within which the project is being delivered and assess both its provision of assistance and the nature of firms receiving support highlighting any changes that have occurred

 identify options and issues for consideration by Scottish Enterprise in relation to the scale and scope of the project again in the light of the current Government Economic Strategy.

1.185 We consider each of these objectives below.

Strategic Rationale and Market Failure

1.186 Firms noted that they lacked the in-house skills and resources to undertake the projects on their own.  In many cases, there was a need for an impartial input and fresh set of eyes.  Feedback from manufacturing firms in Scotland mirrors that elsewhere in the UK when they note that they recognise the need to take the action but don't know what to do or don't have the skills in-house.  What's more, the experience of SMAS practitioners adds value to the support offer.  Manufacturing firms typically note that they face a different set of challenges to firms operating within the service sector.  While both sets of firms may require "strategic change" assistance, manufacturers consider that the processes and methods of engaging manufacturing staff must be different due to their very different cultures and operating approaches. SMAS appears to address this need.

1.187 The market failures for small firms are different for those experienced by larger firms. Typically, small firms recognise they have a problem but are not clear how it can be addressed.  This is an example of an information based market failure.  Large firms tend to realise they have a problem and know how to resolve it but have difficulty attracting resources or investment to take the action.  In these cases, it is more of a risk based market-failure (where projects are approved at group level and other projects are deemed less risky for the anticipated return).

1.188 Lean Manufacturing emerged as a key area for firms' attention.  Its adoption tended to be driven by a desire to increase productivity (a key goal of the Government Economic Strategy), in addition to improving product quality and customer service.  Where Lean projects were undertaken, feedback from the assisted firms indicates that the projects tended to lead to an ongoing commitment and investment in cultural change by the firm along with investment in training.  Thus, in these cases it can be concluded that the SMAS input is leading to a sustainable improvement within the business.

Impact 

1.189 The impact of the SMAS delivery is summarised below in Table 4.1
	Table 4.1– Impacts  at the level of the Population

	Measure
	To Date
	Cumulative projected 2008 - 2010

	Sales Increases
	£10,402,558
	£10,621,787

	Cost Reduction
	£4,172,557
	£13,896,713

	Profit Increase
	£563,148
	£2,011,405

	GVA
	£8,480,626
	£19,731,961


1.190 The principal contributor to the relatively high net impact figures was the low levels of Scotland based competition cited by firms in addition to the below average levels of deadweight.
1.191 The data in Table 4.1 relate only to Level 4 activities.  It is likely that future benefits will be derived from firms participating on Level 2 projects alone.
1.192 Given the overall cost to date of the Programme is in the order of £4.68 M including internal SE costs for the full term of the project, the £8.48M net GVA return to date would appear good.
Market-place and Fit

1.193 Thus far, the SMAS offer has been similar to that in England and Wales.  Feedback from assisted firms, where approximately 60% indicated that the scope should remain unchanged, suggests that they value the specialist and targeted focus of the SMAS input.  This echoes feedback from partner consultees. This may reflect the relatively high proportion of referrals from Account Managers (78% of the sample were referred to SMAS by their Account Manager).

1.194 Firms’ principal fear is that SMAS would move to providing more ‘generic’ business support rather than interventions that focus specifically on manufacturing processes and enhancing the strategic performance of manufacturing firms.

1.195 On the basis of this feedback, and given the well-developed and comprehensive support available through Account Managers for general business and strategic development, we consider a strong case for maintaining the current focus of SMAS and not broadening its scope to cover generic business development. However, there is possibly two areas of benefit in strengthening "handover" links between SMAS practitioners and Account Managers so as to ensure that the firm continues to be encouraged to maintain commitment to its change activities.

1.196 Separately, SMAS achieves greatest net impact on GVA through its productivity improvement activities.  There is a danger that these benefits could be diluted if the scope of the service is expanded.
1.197 Recommendation: Retain current focus on productivity improvement measures
1.198 In line with developments south of the Border, we are aware that the SMAS team is considering broadening the scope of the Scotland offer. Discussion with the SMAS Director on the possibility of expanding the service emphasised that any future enhancement would retain a concentration of manufacturing related issues, with specific mention being made for new activity in Lean Leadership, Lean Back-Office and expanded Supply Chain enhancement support.  

1.199 These proposed enhancements would address the concerns expressed by firms regarding dilution of the core service. 

1.200 Given these activities are enhancements to the core SMAS offer, we feel that they are likely to be embraced positively by manufacturers based in Scotland.  As can be seen in Chapter 3, firms’ principal concern was that an expanded SMAS offer would dilute the existing core offer which is highly rated.  The proposal to build SMAS around the existing core offer would appear to be sound.
1.201 Recommendation: Consider expanding SMAS through building the future service around the existing core SMAS offer

Support to pre-start firms
1.202 A small number of the firms interviewed suggested that they would have derived significant value through getting advice on their manufacturing activity in advance of starting their business.  This is at odds with the consensus views of stakeholders (Chapter 2). The firms in favour of pre-start support suggest that it would have helped them to avoid pitfalls and make better investment decisions.  Numbers are likely to be (very) small but the influence of the SMAS team could be significant in these cases.

1.203  Recommendation: Investigate the potential of offering SMAS to pre-start manufacturing operations
Issues for Scottish Enterprise 

SMAS promotion and Team Capacity

1.204 Our consultations with the SMAS team indicated that demand for SMAS services was strong.  This has been reflected in their managed promotion of the service so as to avoid the team being overstretched which could in turn lead to a reduction in the service levels and consequently customer satisfaction.  On review, we consider this cautious approach appropriate during the early phase of delivery.  
1.205 Given that the SMAS product is now well-established, it would be appropriate to consider how the service delivery could be expanded.  We would note that the approach in England has been to engage specialist third party consultants to deliver services on behalf of the contractor and tailored to the needs of their client companies.  We recommend that the SMAS team gives serious consideration as to whether and how this might be done in Scotland.  We anticipate that it may require new procedures for maintaining quality and handover but based upon the experience in England, we do not see this is being excessively challenging.

1.206 Recommendation: the SMAS team should investigate the use of specialist third party consultants to deliver services on their behalf and increase the effective capacity of the SMAS team.
Level 3 Activities
1.207 Level 3 activities (events and seminars) have been used very effectively within the English Regions as a means of developing Supply Chain collaborations and building both MAS brand awareness and understanding of good practice.

1.208 Recommendation: the SMAS team should consider greater use of Level 3 activities and a more formalised programme of events.
SMAS fit

1.209 SMAS is being actively used by Account Managers.  Referral from Account Managers was cited as the single most significant source of engagement by firms.  It would appear that Account Managers generally appreciate the specialist nature of the service available although in the small number of cases where Account Managers had not used SMAS, doubts over practitioner quality, effective delivery and handover appear to prevail.  We recommend that these comments are seen in context - just four of the 35 respondents (11%) indicated they had not referred a manufacturing client for SMAS support.

1.210 However, Account Managers have typically referred just one third of their manufacturing clients to SMAS and we feel that this proportion could be increased.  There appears to be some reticence among Managers to use SMAS as it is seen as being a narrowly focused intervention.

1.211 Recommendation: the SMAS team should encourage Account Managers to promote SMAS more actively to their manufacturing clients.
1.212 Feedback from partner consultations (for example with Chambers of Commerce) were broadly positive and considered the SMAS intervention is a key element of the overall support to manufacturing.  They did not see it as competing with existing public or private provision.

1.213 From a different perspective, it is valuable to note that the feedback from firms identified the cost effectiveness, bottom-line contribution, and impartiality of the SMAS practitioners as being three key strengths of the SMAS offer

Geographic Coverage (Rural)

1.214 Limited rural coverage is likely to limit the expanded delivery of the service in the Highlands & Islands.  It would be appropriate to review resource allocation to this area.
1.215 Recommendation: Expand geographic coverage and delivery in the Highlands and Islands, recognising the particular logistical challenges being faced by practitioners in the Region. Performance targets and activity levels set by SMAS for their Highlands & Islands based practitioners should be adjusted accordingly.

GVA reporting

1.216 Our review of the management information reported by the SMAS team notes that GVA projections are made in most cases.  We have reviewed the SMAS spreadsheet for calculating GVA contributions.  Broadly speaking it appears to be a good application of the seven QCD measures and is an efficient way of utilising data for performance recording to calculate the value added effect of their input.

1.217 That said, we have some doubts over the rationale of the benefit calculation for On Time Delivery and Stock Turns.  More generally, there would be merit in both the SMAS team and Scottish Enterprise's Research Team reviewing the current approach and agreeing a consistent methodology and set of calculations for the remainder of the current contract.

1.218 Recommendation: the SMAS team and SE Research Team should review the GVA methodology for each of the seven QCD metrics and agree a common standard for future performance measurement.
1.219 When undertaking our interviews with firms, most appeared to be unaware of the existence of an attributed GVA figure and all were unaware of how it was calculated. 

1.220 Recommendation: Discuss and agree the GVA attributable to the SMAS intervention and the methodology used to calculate the quantum
 Transferable Lessons
1.221 There are a number of lessons that can be drawn from the review that may help to inform SE’s other business support activities:
 Support focused on addressing a specific business area is valued

 SMAS Practitioners who have direct experience of introducing ‘change’ in manufacturing adds weight both to their credibility and that of the brand
 There is a focus (on performance improvement e.g. cash saving, profitability) – the SMAS offer ‘does what it says on the tin’

 Subsidised consulting that focuses on adding value to bottom line performance rather than developing a plan etc is valued by the firm – SMAS practitioners can engage actively and directly with the firm to address a problem which is in contrast to other forms of consultancy input and Account Management
 SMAS is independent of but closely aligned to SE

 The credibility of SMAS is high precisely because its focus is tight

 Manufacturing is a somewhat Cinderella sector but is still important – are there other initiatives that could help it?

 Implements proven techniques to improve competitiveness

SMAS Brand
1.222 The SMAS brand would appear to be strong, both among consultees and firms.  This is a similar finding to MAS in England & Wales.  Among the firms we contacted, SMAS was seen to target Manufacturers and be for Manufacturers.  Given that Manufacturers tend to feel under-supported by Government policies, this image of SMAS being tailored to the specific needs of the sector is one of the factors that enhances its value.  
1.223 Brand credibility depends on the practitioners and how well they engage with client firms and deliver results.  To date, this appears to be a strength of the SMAS approach.  However, it goes without saying that if practitioners let you down, the brand is likely to suffer badly as a result.
1.224 This suggests that engagement of third party practitioners needs to be managed carefully with appropriate appraisal and follow-up. 
1.225 Recommendation: Engagement of third party contractors should be managed carefully with sound appraisal and follow-up processes

Customer Satisfaction

1.226 National guidance has been prepared by East Midlands Development Agency setting out processes for measuring customer satisfaction.

1.227 On review, we consider there is scope for SMAS to undertake more formalised customer satisfaction reviews so as to gain feedback on their project support.  This review work should be undertaken separately from an evaluation review.

1.228 Recommendation: There is scope to introduce a more formalised customer satisfaction process.
Market Penetration

1.229 Market Penetration rates at the time of survey appear relatively low, especially for Level 4 projects.  We would note that experience in England and Wales suggests that MAS needed at least two years to build brand image in the market so the observed levels are not surprising.

1.230 Recommendation: Greater emphasis should be placed on facilitating firms to undertake Level 4 projects.
Appendix 1

Impact Analysis


[image: image2.emf]Impacts to Date  Impacts to Date  Impacts to Date  Impacts to Date  Impacts to Date  Impacts to Date 

Case 1 Case 2 Case 3 Case 4 Case 5 Case 6 Case 7 Case 8 Case 9 Case 10 Case 11 Case 12 Case 13 Case 14 Case 15 Case 16 Case 17 Case 18

Type of Additionality Full Scale Timing Timing Timing Timing Likelihood Full Scale Scale Zero Full Scale Scale Timing Scale Timing Timing

Timing Add.y Adjustment 1.00 1.00 0.50 1.58 0.50 1.58 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.58 1.00 0.50 0.50

Additionality [%] 100 19 100 100 100 100 63 100 63 63 0 100 19 19 100 38 100 100

Deadweight [%] 0% 82% 0% 0% 0% 0% 37% 0% 37% 37% 100% 0% 81% 81% 0% 62% 0% 0%

Displacement Scotland 0% 38% 20% 25% 0% 20% 13% 0% 0% 0% 0% 0% 0% 13% 0% 0% 0% 90%

Multiplier 1.5 1.6 1.7 1.7 1.6 1.6 1.5 1.7 1.6 1.6 1.6 1.8 1.4 1.5 1.5 1.8 1.7 1.8

Turnover

Gross Impact £700,000 £0 £100,000 £0 £42,813 £791,667 £300,000 £0 £0 £0 £0 £100,000 £0 £0 £0 £0 £0 £0

Leakage 5% £665,000 £0 £95,000 £0 £40,672 £752,083 £285,000 £0 £0 £0 £0 £95,000 £0 £0 £0 £0 £0 £0

Displacement £665,000 £0 £76,000 £0 £40,672 £601,667 £247,950 £0 £0 £0 £0 £95,000 £0 £0 £0 £0 £0 £0

Substitution 5% £631,750 £0 £72,200 £0 £38,638 £571,583 £235,553 £0 £0 £0 £0 £90,250 £0 £0 £0 £0 £0 £0

Multiplier £947,625 £0 £122,740 £0 £61,821 £914,533 £353,329 £0 £0 £0 £0 £162,450 £0 £0 £0 £0 £0 £0

Reference Case

Deadweight £0 £0 £0 £0 £0 £0 £111,000 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Leakage £0 £0 £0 £0 £0 £0 £105,450 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £91,742 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Substitution £0 £0 £0 £0 £0 £0 £87,154 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £130,732 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Additionality £947,625 £0 £122,740 £0 £61,821 £914,533 £222,597 £0 £0 £0 £0 £162,450 £0 £0 £0 £0 £0 £0

Cost

Gross Impact £0 £0 £0 £158,333 £0 £0 £0 £5,000 £0 £28,000 £0 £0 £0 £0 £237,500 £645,000 £25,000 £12,500

Leakage 5% £0 £0 £0 £150,417 £0 £0 £0 £4,750 £0 £26,600 £0 £0 £0 £0 £225,625 £612,750 £23,750 £11,875

Displacement £0 £0 £0 £112,813 £0 £0 £0 £4,750 £0 £26,600 £0 £0 £0 £0 £225,625 £612,750 £23,750 £1,188

Substitution 5% £0 £0 £0 £107,172 £0 £0 £0 £4,513 £0 £25,270 £0 £0 £0 £0 £214,344 £582,113 £22,563 £1,128

Multiplier £0 £0 £0 £182,192 £0 £0 £0 £7,671 £0 £40,432 £0 £0 £0 £0 £321,516 £1,047,803 £38,356 £2,031

Reference Case

Deadweight £0 £0 £0 £0 £0 £0 £0 £0 £0 £10,360 £0 £0 £0 £0 £0 £399,900 £0 £0

Leakage £0 £0 £0 £0 £0 £0 £0 £0 £0 £9,842 £0 £0 £0 £0 £0 £379,905 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £0 £0 £0 £9,842 £0 £0 £0 £0 £0 £379,905 £0 £0

Substitution £0 £0 £0 £0 £0 £0 £0 £0 £0 £9,350 £0 £0 £0 £0 £0 £360,910 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £0 £0 £0 £14,960 £0 £0 £0 £0 £0 £649,638 £0 £0

Additionality £0 £0 £0 £182,192 £0 £0 £0 £7,671 £0 £25,472 £0 £0 £0 £0 £321,516 £398,165 £38,356 £2,031

Profit

Gross Impact £0 £0 £0 £0 £0 £0 £0 £0 £80,000 £0 £100,000 £0 £152,000 £100,000 £0 £0 £0 £0

Leakage £0 £0 £0 £0 £0 £0 £0 £0 £76,000 £0 £95,000 £0 £144,400 £95,000 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £0 £0 £76,000 £0 £95,000 £0 £144,400 £82,650 £0 £0 £0 £0

Substitution £0 £0 £0 £0 £0 £0 £0 £0 £72,200 £0 £90,250 £0 £137,180 £78,518 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £0 £0 £115,520 £0 £144,400 £0 £192,052 £117,776 £0 £0 £0 £0

Reference Case

Deadweight £0 £0 £0 £0 £0 £0 £0 £0 £29,600 £0 £100,000 £0 £123,120 £81,000 £0 £0 £0 £0

Leakage £0 £0 £0 £0 £0 £0 £0 £0 £28,120 £0 £95,000 £0 £116,964 £76,950 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £0 £0 £28,120 £0 £95,000 £0 £116,964 £66,947 £0 £0 £0 £0

Substitution £0 £0 £0 £0 £0 £0 £0 £0 £26,714 £0 £90,250 £0 £111,116 £63,599 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £0 £0 £42,742 £0 £144,400 £0 £155,562 £95,399 £0 £0 £0 £0

Additionality £0 £0 £0 £0 £0 £0 £0 £0 £72,778 £0 £0 £0 £36,490 £22,377 £0 £0 £0 £0



 EMBED Excel.Sheet.8  [image: image3.emf]Impacts in 2 Years  Impacts in 2 Years  Impacts in 2 Years  Impacts in 2 Years  Impacts in 2 Years  Impacts in 2 Years 

Case 1 Case 2 Case 3 Case 4 Case 5 Case 6 Case 7 Case 8 Case 9 Case 10 Case 11 Case 12 Case 13 Case 14 Case 15 Case 16 Case 17 Case 18

Additionality [%] 100 19 100 100 100 100 63 100 63 63 0 100 19 19 100 38 100 100

Deadweight [%] 0% 82% 0% 0% 0% 0% 37% 0% 37% 37% 100% 0% 81% 81% 0% 62% 0% 0%

Displacement Scotland 0% 38% 20% 25% 0% 20% 13% 0% 0% 0% 0% 0% 0% 13% 0% 0% 0% 90%

Multiplier 1.5 1.6 1.7 1.7 1.6 1.6 1.5 1.7 1.6 1.6 1.6 1.8 1.4 1.5 1.5 1.8 1.7 1.8

Turnover

Gross Impact £700,000 £0 £0 £0 £0 £0 £300,000 £0 £0 £0 £0 £50,000 £0 £0 £0 £0 £0 £0

Leakage 5% £665,000 £0 £0 £0 £0 £0 £285,000 £0 £0 £0 £0 £47,500 £0 £0 £0 £0 £0 £0

Displacement £665,000 £0 £0 £0 £0 £0 £247,950 £0 £0 £0 £0 £47,500 £0 £0 £0 £0 £0 £0

Substitution 5% £631,750 £0 £0 £0 £0 £0 £235,553 £0 £0 £0 £0 £45,125 £0 £0 £0 £0 £0 £0

Multiplier £947,625 £0 £0 £0 £0 £0 £353,329 £0 £0 £0 £0 £81,225 £0 £0 £0 £0 £0 £0

Reference Case

Deadweight £0 £0 £0 £0 £0 £0 £111,000 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Leakage £0 £0 £0 £0 £0 £0 £111,000 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £96,570 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Substitution £0 £0 £0 £0 £0 £0 £96,570 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £144,855 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0

Additionality £947,625 £0 £0 £0 £0 £0 £208,474 £0 £0 £0 £0 £81,225 £0 £0 £0 £0 £0 £0

Cost

Gross Impact £0 £750,000 £50,000 £750,000 £0 £5 £0 £0 £0 £0 £0 £0 £112,500 £645,000 £12,500 £6,250

Leakage 5% £0 £712,500 £0 £47,500 £0 £712,500 £0 £5 £0 £0 £0 £0 £0 £0 £106,875 £612,750 £11,875 £5,938

Displacement £0 £441,750 £0 £35,625 £0 £570,000 £0 £5 £0 £0 £0 £0 £0 £0 £106,875 £612,750 £11,875 £594

Substitution 5% £0 £419,663 £0 £33,844 £0 £541,500 £0 £5 £0 £0 £0 £0 £0 £0 £101,531 £582,113 £11,281 £564

Multiplier £0 £671,460 £0 £57,534 £0 £866,400 £0 £8 £0 £0 £0 £0 £0 £0 £152,297 £1,047,803 £19,178 £1,015

Reference Case

Deadweight £0 £611,250 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £399,900 £0 £0

Leakage 5% £0 £580,688 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £379,905 £0 £0

Displacement £0 £360,026 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £379,905 £0 £0

Substitution 5% £0 £342,025 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £360,910 £0 £0

Multiplier £0 £547,240 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £649,638 £0 £0

Additionality £0 £124,220 £0 £57,534 £0 £866,400 £0 £8 £0 £0 £0 £0 £0 £0 £152,297 £398,165 £19,178 £1,015

Profit

Gross Impact £0 £0 £0 £80,000 £0 £400,000 £0 £300,000 £400,000 £0 £0 £0 £0

Leakage 5% £0 £0 £0 £0 £0 £0 £0 £0 £76,000 £0 £380,000 £0 £285,000 £380,000 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £0 £0 £76,000 £0 £380,000 £0 £285,000 £330,600 £0 £0 £0 £0

Substitution 5% £0 £0 £0 £0 £0 £0 £0 £0 £72,200 £0 £361,000 £0 £270,750 £314,070 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £0 £0 £115,520 £0 £577,600 £0 £379,050 £471,105 £0 £0 £0 £0

Reference Case

Deadweight £0 £0 £0 £0 £0 £0 £0 £0 £29,600 £0 £400,000 £0 £243,000 £324,000 £0 £0 £0 £0

Leakage 5% £0 £0 £0 £0 £0 £0 £0 £0 £28,120 £0 £380,000 £0 £230,850 £307,800 £0 £0 £0 £0

Displacement £0 £0 £0 £0 £0 £0 £0 £0 £28,120 £0 £380,000 £0 £230,850 £267,786 £0 £0 £0 £0

Substitution 5% £0 £0 £0 £0 £0 £0 £0 £0 £26,714 £0 £361,000 £0 £219,308 £254,397 £0 £0 £0 £0

Multiplier £0 £0 £0 £0 £0 £0 £0 £0 £42,742 £0 £577,600 £0 £307,031 £381,595 £0 £0 £0 £0

Additionality £0 £0 £0 £0 £0 £0 £0 £0 £72,778 £0 £0 £0 £72,020 £89,510 £0 £0 £0 £0


� (� HYPERLINK "http://www.scotland.gov.uk/Topics/Statistics/16170/Manu2004" ��http://www.scotland.gov.uk/Topics/Statistics/16170/Manu2004�)


� Scottish Input Output Tables, 2004, Scottish Government  





_1292055410.xls
Sheet1

		Firm				Additionality		Deadweight		Disp Scotland		Multiplier		Turnover		Cost		Profit		Jobs		Jobs Safeguarded		2Y Turnover		2Y Cost		2Y Profit		2Y Jobs		2Y Jobs Safeguarded

														£		£		£		number				£		£		£		number

		Case 1		Full		100		0%		0%		1.5		700000		0		0		0				700000		0		0		0

		Case 2		Scale		19		82%		38%		1.6														750000

		Case 3		Timing		100		0%		20%		1.7		200000

		Case 4		Timing		100		0%		25%		1.7				100000										200000

		Case 5		Timing		100		0%		0%		1.6		85625

		Case 6		Timing		100		0%		20%		1.6		500000												1000000

		Case 7		Likelihood		63		37%		13%		1.5		300000		0		0		0				300000		0		0		0

		Case 8		Full		100		0%		0%		1.7		0		5000		0		0				0		5		0		0

		Case 9		Scale		63		37%		0%		1.6		0		0		80000		0				0		0		80000		0

		Case 10		Scale		63		37%		0%		1.6		0		28000		0		0				0		0		0		0

		Case 11		Zero		0		100%		0%		1.6		0		0		100000		0				0		0		400000		0

		Case 12		Full		100		0%		0%		1.8		100000		0		0		0				50000		0		0		0

		Case 13		Scale		19		81%		0%		1.4		0		0		152000		0				0		0		300000		0

		Case 14		Scale		19		81%		13%		1.5		0		0		100000		0				0		0		400000		10

		Case 15		Timing		100		0%		0%		1.5		0		150000		0		1				0		150000		0		1

		Case 16		Scale		38		62%		0%		1.8		0		645000		0		0				0		645000		0		0

		Case 17		Timing		100		0%		0%		1.7		0		50000		0		0				0		50000		0		0

		Case 18		Timing		100		0%		90%		1.8		0		25000		0		0				0		25000		0		0

								0.2869444444		0.1216666667				£1,885,625		£1,003,000		£432,000						£1,050,000		£2,820,005		£1,180,000

		Detailed Impact Calculations

		Impacts to Date								Impacts to Date						Impacts to Date						Impacts to Date								Impacts to Date								Impacts to Date

								Case 1		Case 2		Case 3		Case 4		Case 5		Case 6		Case 7		Case 8		Case 9		Case 10		Case 11		Case 12		Case 13		Case 14		Case 15		Case 16		Case 17		Case 18

		Type of Additionality						Full		Scale		Timing		Timing		Timing		Timing		Likelihood		Full		Scale		Scale		Zero		Full		Scale		Scale		Timing		Scale		Timing		Timing

		Timing Add.y Adjustment						1.00		1.00		0.50		1.58		0.50		1.58		1.00		1.00		1.00		1.00		1.00		1.00		1.00		1.00		1.58		1.00		0.50		0.50

		Additionality [%]						100		19		100		100		100		100		63		100		63		63		0		100		19		19		100		38		100		100

		Deadweight [%]						0%		82%		0%		0%		0%		0%		37%		0%		37%		37%		100%		0%		81%		81%		0%		62%		0%		0%

		Displacement Scotland						0%		38%		20%		25%		0%		20%		13%		0%		0%		0%		0%		0%		0%		13%		0%		0%		0%		90%

		Multiplier						1.5		1.6		1.7		1.7		1.6		1.6		1.5		1.7		1.6		1.6		1.6		1.8		1.4		1.5		1.5		1.8		1.7		1.8

		Turnover

		Gross Impact						£700,000		£0		£100,000		£0		£42,813		£791,667		£300,000		£0		£0		£0		£0		£100,000		£0		£0		£0		£0		£0		£0

		Leakage				5%		£665,000		£0		£95,000		£0		£40,672		£752,083		£285,000		£0		£0		£0		£0		£95,000		£0		£0		£0		£0		£0		£0

		Displacement						£665,000		£0		£76,000		£0		£40,672		£601,667		£247,950		£0		£0		£0		£0		£95,000		£0		£0		£0		£0		£0		£0

		Substitution				5%		£631,750		£0		£72,200		£0		£38,638		£571,583		£235,553		£0		£0		£0		£0		£90,250		£0		£0		£0		£0		£0		£0

		Multiplier						£947,625		£0		£122,740		£0		£61,821		£914,533		£353,329		£0		£0		£0		£0		£162,450		£0		£0		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£105,450		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£91,742		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£87,154		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£130,732		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Additionality						£947,625		£0		£122,740		£0		£61,821		£914,533		£222,597		£0		£0		£0		£0		£162,450		£0		£0		£0		£0		£0		£0		£2,431,767				£875,436.01

																																												£10,402,558		Population

		Cost

		Gross Impact						£0		£0		£0		£158,333		£0		£0		£0		£5,000		£0		£28,000		£0		£0		£0		£0		£237,500		£645,000		£25,000		£12,500

		Leakage				5%		£0		£0		£0		£150,417		£0		£0		£0		£4,750		£0		£26,600		£0		£0		£0		£0		£225,625		£612,750		£23,750		£11,875

		Displacement						£0		£0		£0		£112,813		£0		£0		£0		£4,750		£0		£26,600		£0		£0		£0		£0		£225,625		£612,750		£23,750		£1,188

		Substitution				5%		£0		£0		£0		£107,172		£0		£0		£0		£4,513		£0		£25,270		£0		£0		£0		£0		£214,344		£582,113		£22,563		£1,128

		Multiplier						£0		£0		£0		£182,192		£0		£0		£0		£7,671		£0		£40,432		£0		£0		£0		£0		£321,516		£1,047,803		£38,356		£2,031

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£0		£10,360		£0		£0		£0		£0		£0		£399,900		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,842		£0		£0		£0		£0		£0		£379,905		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,842		£0		£0		£0		£0		£0		£379,905		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,350		£0		£0		£0		£0		£0		£360,910		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£0		£14,960		£0		£0		£0		£0		£0		£649,638		£0		£0

		Additionality						£0		£0		£0		£182,192		£0		£0		£0		£7,671		£0		£25,472		£0		£0		£0		£0		£321,516		£398,165		£38,356		£2,031		£975,403

																																												£4,172,557		Population

		Profit

		Gross Impact						£0		£0		£0		£0		£0		£0		£0		£0		£80,000		£0		£100,000		£0		£152,000		£100,000		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£95,000		£0		£144,400		£95,000		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£95,000		£0		£144,400		£82,650		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£72,200		£0		£90,250		£0		£137,180		£78,518		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£115,520		£0		£144,400		£0		£192,052		£117,776		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£29,600		£0		£100,000		£0		£123,120		£81,000		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£95,000		£0		£116,964		£76,950		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£95,000		£0		£116,964		£66,947		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£26,714		£0		£90,250		£0		£111,116		£63,599		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£42,742		£0		£144,400		£0		£155,562		£95,399		£0		£0		£0		£0

		Additionality						£0		£0		£0		£0		£0		£0		£0		£0		£72,778		£0		£0		£0		£36,490		£22,377		£0		£0		£0		£0		£131,645

																																												£563,148		Population

																																												GVA TO DATE SAMPLE -				£1,982,484.03

		Impacts in 2 Years								Impacts in 2 Years						Impacts in 2 Years						Impacts in 2 Years								Impacts in 2 Years								Impacts in 2 Years

								Case 1		Case 2		Case 3		Case 4		Case 5		Case 6		Case 7		Case 8		Case 9		Case 10		Case 11		Case 12		Case 13		Case 14		Case 15		Case 16		Case 17		Case 18

		Additionality [%]						100		19		100		100		100		100		63		100		63		63		0		100		19		19		100		38		100		100

		Deadweight [%]						0%		82%		0%		0%		0%		0%		37%		0%		37%		37%		100%		0%		81%		81%		0%		62%		0%		0%

		Displacement Scotland						0%		38%		20%		25%		0%		20%		13%		0%		0%		0%		0%		0%		0%		13%		0%		0%		0%		90%

		Multiplier						1.5		1.6		1.7		1.7		1.6		1.6		1.5		1.7		1.6		1.6		1.6		1.8		1.4		1.5		1.5		1.8		1.7		1.8

		Turnover

		Gross Impact						£700,000		£0		£0		£0		£0		£0		£300,000		£0		£0		£0		£0		£50,000		£0		£0		£0		£0		£0		£0

		Leakage				5%		£665,000		£0		£0		£0		£0		£0		£285,000		£0		£0		£0		£0		£47,500		£0		£0		£0		£0		£0		£0

		Displacement						£665,000		£0		£0		£0		£0		£0		£247,950		£0		£0		£0		£0		£47,500		£0		£0		£0		£0		£0		£0

		Substitution				5%		£631,750		£0		£0		£0		£0		£0		£235,553		£0		£0		£0		£0		£45,125		£0		£0		£0		£0		£0		£0

		Multiplier						£947,625		£0		£0		£0		£0		£0		£353,329		£0		£0		£0		£0		£81,225		£0		£0		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£96,570		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£96,570		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£144,855		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0				Future T/O @Current Prices

		Additionality						£947,625		£0		£0		£0		£0		£0		£208,474		£0		£0		£0		£0		£81,225		£0		£0		£0		£0		£0		£0		£1,237,324		£1,752,796				£631,006.52

																																														£7,498,071		Population

		Cost

		Gross Impact						£0		£750,000				£50,000				£750,000		£0		£5		£0		£0		£0		£0		£0		£0		£112,500		£645,000		£12,500		£6,250

		Leakage				5%		£0		£712,500		£0		£47,500		£0		£712,500		£0		£5		£0		£0		£0		£0		£0		£0		£106,875		£612,750		£11,875		£5,938

		Displacement						£0		£441,750		£0		£35,625		£0		£570,000		£0		£5		£0		£0		£0		£0		£0		£0		£106,875		£612,750		£11,875		£594

		Substitution				5%		£0		£419,663		£0		£33,844		£0		£541,500		£0		£5		£0		£0		£0		£0		£0		£0		£101,531		£582,113		£11,281		£564

		Multiplier						£0		£671,460		£0		£57,534		£0		£866,400		£0		£8		£0		£0		£0		£0		£0		£0		£152,297		£1,047,803		£19,178		£1,015

		Reference Case

		Deadweight						£0		£611,250		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£399,900		£0		£0

		Leakage				5%		£0		£580,688		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£379,905		£0		£0

		Displacement						£0		£360,026		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£379,905		£0		£0

		Substitution				5%		£0		£342,025		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£360,910		£0		£0

		Multiplier						£0		£547,240		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£649,638		£0		£0				Future Cost @Current Prices

		Additionality						£0		£124,220		£0		£57,534		£0		£866,400		£0		£8		£0		£0		£0		£0		£0		£0		£152,297		£398,165		£19,178		£1,015		£1,618,817		£2,293,221

																																														£9,809,889		Population

		Profit

		Gross Impact						£0												£0		£0		£80,000		£0		£400,000		£0		£300,000		£400,000		£0		£0		£0		£0

		Leakage				5%		£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£380,000		£0		£285,000		£380,000		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£380,000		£0		£285,000		£330,600		£0		£0		£0		£0

		Substitution				5%		£0		£0		£0		£0		£0		£0		£0		£0		£72,200		£0		£361,000		£0		£270,750		£314,070		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£115,520		£0		£577,600		£0		£379,050		£471,105		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£29,600		£0		£400,000		£0		£243,000		£324,000		£0		£0		£0		£0

		Leakage				5%		£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£380,000		£0		£230,850		£307,800		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£380,000		£0		£230,850		£267,786		£0		£0		£0		£0

		Substitution				5%		£0		£0		£0		£0		£0		£0		£0		£0		£26,714		£0		£361,000		£0		£219,308		£254,397		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£42,742		£0		£577,600		£0		£307,031		£381,595		£0		£0		£0		£0				Future Profit @Current Prices

		Additionality						£0		£0		£0		£0		£0		£0		£0		£0		£72,778		£0		£0		£0		£72,020		£89,510		£0		£0		£0		£0		£234,307		£331,920

																																														£1,419,880		Population

														Assume linear growth in future benefit																														GVA Future		£3,256,147

		Benefits At Level of Population						to Date		2 Years				Discounted future benefit is …

		Turnover						£10,402,558		£7,498,071				£10,621,787

		Cost						£4,172,557		£9,809,889				£13,896,713

		Profit						£563,148		£1,419,880				£2,011,405

		GVA						£8,480,626		£13,929,074				£19,731,961
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Timing Benefit halved as assumed it is brought forward in time so it is the difference of what would have happened earlier

Donal O'Herlihy:
Timing Benefit halved as assumed it is brought forward in time so it is the difference of what would have happened earlier



Sheet2

		





Sheet3

		






_1292055484.xls
Sheet1

		Firm				Additionality		Deadweight		Disp Scotland		Multiplier		Turnover		Cost		Profit		Jobs		Jobs Safeguarded		2Y Turnover		2Y Cost		2Y Profit		2Y Jobs		2Y Jobs Safeguarded

														£		£		£		number				£		£		£		number

		Case 1		Full		100		0%		0%		1.5		700000		0		0		0				700000		0		0		0

		Case 2		Scale		19		82%		38%		1.6														750000

		Case 3		Timing		100		0%		20%		1.7		200000

		Case 4		Timing		100		0%		25%		1.7				100000										200000

		Case 5		Timing		100		0%		0%		1.6		85625

		Case 6		Timing		100		0%		20%		1.6		500000												1000000

		Case 7		Likelihood		63		37%		13%		1.5		300000		0		0		0				300000		0		0		0

		Case 8		Full		100		0%		0%		1.7		0		5000		0		0				0		5		0		0

		Case 9		Scale		63		37%		0%		1.6		0		0		80000		0				0		0		80000		0

		Case 10		Scale		63		37%		0%		1.6		0		28000		0		0				0		0		0		0

		Case 11		Zero		0		100%		0%		1.6		0		0		100000		0				0		0		400000		0

		Case 12		Full		100		0%		0%		1.8		100000		0		0		0				50000		0		0		0

		Case 13		Scale		19		81%		0%		1.4		0		0		152000		0				0		0		300000		0

		Case 14		Scale		19		81%		13%		1.5		0		0		100000		0				0		0		400000		10

		Case 15		Timing		100		0%		0%		1.5		0		150000		0		1				0		150000		0		1

		Case 16		Scale		38		62%		0%		1.8		0		645000		0		0				0		645000		0		0

		Case 17		Timing		100		0%		0%		1.7		0		50000		0		0				0		50000		0		0

		Case 18		Timing		100		0%		90%		1.8		0		25000		0		0				0		25000		0		0

								0.2869444444		0.1216666667				£1,885,625		£1,003,000		£432,000						£1,050,000		£2,820,005		£1,180,000

		Detailed Impact Calculations

		Impacts to Date								Impacts to Date						Impacts to Date						Impacts to Date								Impacts to Date								Impacts to Date

								Case 1		Case 2		Case 3		Case 4		Case 5		Case 6		Case 7		Case 8		Case 9		Case 10		Case 11		Case 12		Case 13		Case 14		Case 15		Case 16		Case 17		Case 18

		Type of Additionality						Full		Scale		Timing		Timing		Timing		Timing		Likelihood		Full		Scale		Scale		Zero		Full		Scale		Scale		Timing		Scale		Timing		Timing

		Timing Add.y Adjustment						1.00		1.00		0.50		1.58		0.50		1.58		1.00		1.00		1.00		1.00		1.00		1.00		1.00		1.00		1.58		1.00		0.50		0.50

		Additionality [%]						100		19		100		100		100		100		63		100		63		63		0		100		19		19		100		38		100		100

		Deadweight [%]						0%		82%		0%		0%		0%		0%		37%		0%		37%		37%		100%		0%		81%		81%		0%		62%		0%		0%

		Displacement Scotland						0%		38%		20%		25%		0%		20%		13%		0%		0%		0%		0%		0%		0%		13%		0%		0%		0%		90%

		Multiplier						1.5		1.6		1.7		1.7		1.6		1.6		1.5		1.7		1.6		1.6		1.6		1.8		1.4		1.5		1.5		1.8		1.7		1.8

		Turnover

		Gross Impact						£700,000		£0		£100,000		£0		£42,813		£791,667		£300,000		£0		£0		£0		£0		£100,000		£0		£0		£0		£0		£0		£0

		Leakage				5%		£665,000		£0		£95,000		£0		£40,672		£752,083		£285,000		£0		£0		£0		£0		£95,000		£0		£0		£0		£0		£0		£0

		Displacement						£665,000		£0		£76,000		£0		£40,672		£601,667		£247,950		£0		£0		£0		£0		£95,000		£0		£0		£0		£0		£0		£0

		Substitution				5%		£631,750		£0		£72,200		£0		£38,638		£571,583		£235,553		£0		£0		£0		£0		£90,250		£0		£0		£0		£0		£0		£0

		Multiplier						£947,625		£0		£122,740		£0		£61,821		£914,533		£353,329		£0		£0		£0		£0		£162,450		£0		£0		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£105,450		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£91,742		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£87,154		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£130,732		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Additionality						£947,625		£0		£122,740		£0		£61,821		£914,533		£222,597		£0		£0		£0		£0		£162,450		£0		£0		£0		£0		£0		£0		£2,431,767				£875,436.01

																																												£10,402,558		Population

		Cost

		Gross Impact						£0		£0		£0		£158,333		£0		£0		£0		£5,000		£0		£28,000		£0		£0		£0		£0		£237,500		£645,000		£25,000		£12,500

		Leakage				5%		£0		£0		£0		£150,417		£0		£0		£0		£4,750		£0		£26,600		£0		£0		£0		£0		£225,625		£612,750		£23,750		£11,875

		Displacement						£0		£0		£0		£112,813		£0		£0		£0		£4,750		£0		£26,600		£0		£0		£0		£0		£225,625		£612,750		£23,750		£1,188

		Substitution				5%		£0		£0		£0		£107,172		£0		£0		£0		£4,513		£0		£25,270		£0		£0		£0		£0		£214,344		£582,113		£22,563		£1,128

		Multiplier						£0		£0		£0		£182,192		£0		£0		£0		£7,671		£0		£40,432		£0		£0		£0		£0		£321,516		£1,047,803		£38,356		£2,031

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£0		£10,360		£0		£0		£0		£0		£0		£399,900		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,842		£0		£0		£0		£0		£0		£379,905		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,842		£0		£0		£0		£0		£0		£379,905		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£0		£9,350		£0		£0		£0		£0		£0		£360,910		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£0		£14,960		£0		£0		£0		£0		£0		£649,638		£0		£0

		Additionality						£0		£0		£0		£182,192		£0		£0		£0		£7,671		£0		£25,472		£0		£0		£0		£0		£321,516		£398,165		£38,356		£2,031		£975,403

																																												£4,172,557		Population

		Profit

		Gross Impact						£0		£0		£0		£0		£0		£0		£0		£0		£80,000		£0		£100,000		£0		£152,000		£100,000		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£95,000		£0		£144,400		£95,000		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£95,000		£0		£144,400		£82,650		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£72,200		£0		£90,250		£0		£137,180		£78,518		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£115,520		£0		£144,400		£0		£192,052		£117,776		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£29,600		£0		£100,000		£0		£123,120		£81,000		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£95,000		£0		£116,964		£76,950		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£95,000		£0		£116,964		£66,947		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£0		£0		£26,714		£0		£90,250		£0		£111,116		£63,599		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£42,742		£0		£144,400		£0		£155,562		£95,399		£0		£0		£0		£0

		Additionality						£0		£0		£0		£0		£0		£0		£0		£0		£72,778		£0		£0		£0		£36,490		£22,377		£0		£0		£0		£0		£131,645

																																												£563,148		Population

																																												GVA TO DATE SAMPLE -				£1,982,484.03

		Impacts in 2 Years								Impacts in 2 Years						Impacts in 2 Years						Impacts in 2 Years								Impacts in 2 Years								Impacts in 2 Years

								Case 1		Case 2		Case 3		Case 4		Case 5		Case 6		Case 7		Case 8		Case 9		Case 10		Case 11		Case 12		Case 13		Case 14		Case 15		Case 16		Case 17		Case 18

		Additionality [%]						100		19		100		100		100		100		63		100		63		63		0		100		19		19		100		38		100		100

		Deadweight [%]						0%		82%		0%		0%		0%		0%		37%		0%		37%		37%		100%		0%		81%		81%		0%		62%		0%		0%

		Displacement Scotland						0%		38%		20%		25%		0%		20%		13%		0%		0%		0%		0%		0%		0%		13%		0%		0%		0%		90%

		Multiplier						1.5		1.6		1.7		1.7		1.6		1.6		1.5		1.7		1.6		1.6		1.6		1.8		1.4		1.5		1.5		1.8		1.7		1.8

		Turnover

		Gross Impact						£700,000		£0		£0		£0		£0		£0		£300,000		£0		£0		£0		£0		£50,000		£0		£0		£0		£0		£0		£0

		Leakage				5%		£665,000		£0		£0		£0		£0		£0		£285,000		£0		£0		£0		£0		£47,500		£0		£0		£0		£0		£0		£0

		Displacement						£665,000		£0		£0		£0		£0		£0		£247,950		£0		£0		£0		£0		£47,500		£0		£0		£0		£0		£0		£0

		Substitution				5%		£631,750		£0		£0		£0		£0		£0		£235,553		£0		£0		£0		£0		£45,125		£0		£0		£0		£0		£0		£0

		Multiplier						£947,625		£0		£0		£0		£0		£0		£353,329		£0		£0		£0		£0		£81,225		£0		£0		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Leakage						£0		£0		£0		£0		£0		£0		£111,000		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£96,570		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Substitution						£0		£0		£0		£0		£0		£0		£96,570		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£144,855		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0				Future T/O @Current Prices

		Additionality						£947,625		£0		£0		£0		£0		£0		£208,474		£0		£0		£0		£0		£81,225		£0		£0		£0		£0		£0		£0		£1,237,324		£1,752,796				£631,006.52

																																														£7,498,071		Population

		Cost

		Gross Impact						£0		£750,000				£50,000				£750,000		£0		£5		£0		£0		£0		£0		£0		£0		£112,500		£645,000		£12,500		£6,250

		Leakage				5%		£0		£712,500		£0		£47,500		£0		£712,500		£0		£5		£0		£0		£0		£0		£0		£0		£106,875		£612,750		£11,875		£5,938

		Displacement						£0		£441,750		£0		£35,625		£0		£570,000		£0		£5		£0		£0		£0		£0		£0		£0		£106,875		£612,750		£11,875		£594

		Substitution				5%		£0		£419,663		£0		£33,844		£0		£541,500		£0		£5		£0		£0		£0		£0		£0		£0		£101,531		£582,113		£11,281		£564

		Multiplier						£0		£671,460		£0		£57,534		£0		£866,400		£0		£8		£0		£0		£0		£0		£0		£0		£152,297		£1,047,803		£19,178		£1,015

		Reference Case

		Deadweight						£0		£611,250		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£399,900		£0		£0

		Leakage				5%		£0		£580,688		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£379,905		£0		£0

		Displacement						£0		£360,026		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£379,905		£0		£0

		Substitution				5%		£0		£342,025		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£360,910		£0		£0

		Multiplier						£0		£547,240		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£0		£649,638		£0		£0				Future Cost @Current Prices

		Additionality						£0		£124,220		£0		£57,534		£0		£866,400		£0		£8		£0		£0		£0		£0		£0		£0		£152,297		£398,165		£19,178		£1,015		£1,618,817		£2,293,221

																																														£9,809,889		Population

		Profit

		Gross Impact						£0												£0		£0		£80,000		£0		£400,000		£0		£300,000		£400,000		£0		£0		£0		£0

		Leakage				5%		£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£380,000		£0		£285,000		£380,000		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£76,000		£0		£380,000		£0		£285,000		£330,600		£0		£0		£0		£0

		Substitution				5%		£0		£0		£0		£0		£0		£0		£0		£0		£72,200		£0		£361,000		£0		£270,750		£314,070		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£115,520		£0		£577,600		£0		£379,050		£471,105		£0		£0		£0		£0

		Reference Case

		Deadweight						£0		£0		£0		£0		£0		£0		£0		£0		£29,600		£0		£400,000		£0		£243,000		£324,000		£0		£0		£0		£0

		Leakage				5%		£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£380,000		£0		£230,850		£307,800		£0		£0		£0		£0

		Displacement						£0		£0		£0		£0		£0		£0		£0		£0		£28,120		£0		£380,000		£0		£230,850		£267,786		£0		£0		£0		£0

		Substitution				5%		£0		£0		£0		£0		£0		£0		£0		£0		£26,714		£0		£361,000		£0		£219,308		£254,397		£0		£0		£0		£0

		Multiplier						£0		£0		£0		£0		£0		£0		£0		£0		£42,742		£0		£577,600		£0		£307,031		£381,595		£0		£0		£0		£0				Future Profit @Current Prices

		Additionality						£0		£0		£0		£0		£0		£0		£0		£0		£72,778		£0		£0		£0		£72,020		£89,510		£0		£0		£0		£0		£234,307		£331,920

																																														£1,419,880		Population

														Assume linear growth in future benefit																														GVA Future		£3,256,147

		Benefits At Level of Population						to Date		2 Years				Discounted future benefit is …

		Turnover						£10,402,558		£7,498,071				£10,621,787

		Cost						£4,172,557		£9,809,889				£13,896,713

		Profit						£563,148		£1,419,880				£2,011,405

		GVA						£8,480,626		£13,929,074				£19,731,961



Donal O'Herlihy:
Was £2M but this seemed overly optimistic so reduced to £1M

Donal O'Herlihy:
Was £2M but this seemed overly optimistic so reduced to £1M

Timing Benefit halved as assumed it is brought forward in time so it is the difference of what would have happened earlier

Donal O'Herlihy:
Timing Benefit halved as assumed it is brought forward in time so it is the difference of what would have happened earlier
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		Key facts:

		* Turnover in the manufacturing sector amounted to £34 billion in 2005.  This compares with sales of £99 billion in services (excluding the financial sector and

		some of the public sector), £24 billion in the oil and gas sector and £13 billion in the construction sector.

		* Gross value added in the Scottish manufacturing sector increased slightly (less than 1%) between 2000-2004 (from £11.3 bn to £11.4 bn) compared to UK fall of around 2%  (from £148.8 bn to £146.5 bn).

		In the same period, gross value added in Scotland increased in the services sector by £12.2 billion (51%) and also rose in the construction sector by £1.4 billion (37%).

		* Scottish manufacturing accounts for 7.3% of total UK manufacturing in terms of turnover and 7.8% in terms of GVA.

		* The three largest gross value added figures in manufacturing are in the food & drinks industry (£2.9 billion), manufacture of fabricated metal products (£0.9 billion)

		and manufacture of machinery and equipment nec (£0.8 billion).

		* In manufacturing, 6% of business sites are abroad-owned and account for 34% of turnover and gross value added in the sector.

		* Productivity (gross value added per employee) in foreign owned manufacturing firms is 60% higher than in Scottish owned firms.

		By comparison, productivity in foreign owned service sector firms is only 25% higher than in Scottish owned firms.

		* In manufacturing, only 2% of business sites employ 250 or more people. However, these units account for 42% of gross value added and 50% of turnover in the sector.

		By comparison, in the service sector, less than 1% of  units employ 250 or more people. These business sites account for only around 25% of turnover and gross value added.

		* The top 4 local authority areas in terms of gross value added - Glasgow City (11%), Fife (8%), Edinburgh City (8%) and South Lanarkshire (7%) -

		together account for around 30% of total turnover and gross value added in the manufacturing sector.

		* Average gross value added per employee (£49,600) in the manufacturing sector is around 70% higher than that found in the service sector (£29,700).

		Whilst average labour costs per employee (£27,000) are 60% higher in manufacturing compared to the service sector (£17,300). In part this reflects the higher level

		Outputs & Employment

				Scottish Manufacturing figures

				Totals								Per Employee						As % of UK Manufacturing sector

														Gross Value		Employment

						Total		Gross Value		Total		Turnover		Added		Costs		Total		Gross Value		Total

		Year		No.of Units		Turnover		Added		Employees		Per Employee		Per Employee		Per Employee		Turnover		Added		Employees

						£m		£m				£		£		£		%		%		%

		1998		11,500		41,000		12,700		324,900		126,200		39,000		20,500		8.9		8.4		7.5

		1999		11,400		41,100		11,400		313,400		131,300		36,500		21,000		8.9		7.6		7.4

		2000		11,000		41,100		11,300		299,100		137,300		37,800		21,800		8.8		7.6		7.3

		2001		11,000		40,000		11,100		283,700		141,100		39,000		23,400		8.7		7.6		7.3

		2002		10,700		34,700		11,500		263,100		131,700		43,600		23,500		7.7		8.0		7.1

		2003		10,300		32,900		11,300		242,700		135,500		46,700		24,600		7.3		8.0		7.0

		2004		10,000		33,600		12,200		235,300		142,700		52,000		26,000		7.3		8.2		7.0

		2005		10,100		34,300		11,400		229,000		149,700		49,600		27,000		7.3		7.8		7.1

		Shares of gross value added by sector and ownership, 2005

		Analysis by size of business site (2005)

		No.of employees at												Gross Value		Employment

		business site				Total		Gross Value		Total		Turnover		Added		Costs				Total		Gross Value		Total

		(e.g. a plant, factory, shop etc)		No.of Units		Turnover		Added		Employees		Per Employee		Per Employee		Per Employee		No.of Units		Turnover		Added		Employees

						£m		£m				£		£		£		%		%		%		%

		<50		9,160		7,000		2,900		68,900		101,800		41,500		22,300		91		20		25		30

		50-249		790		10,300		3,700		82,500		124,600		45,100		25,400		8		30		33		36

		250+		150		17,000		4,800		77,600		218,900		61,500		33,000		2		50		42		34

		ALL SIZEBANDS		10,100		34,300		11,400		229,000		149,700		49,600		27,000		100		100		100		100

		Geographical split: Top 6 local authorities in 2005 in terms of shares of Gross Value Added

														Gross Value		Employment

						Total		Gross Value		Total		Turnover		Added		Costs				Total		Gross Value		Total

		Local Authority		No.of Units		Turnover		Added		Employees		Per Employee		Per Employee		Per Employee		No.of Units		Turnover		Added		Employees

						£m		£m				£		£		£		%		%		%		%

		GLASGOW,CITY OF		1,040		3,050		1,190		23,400		130,300		50,800		28,000		10.3		8.9		10.5		10.2

		FIFE		630		2,530		860		19,100		132,400		44,800		27,800		6.2		7.4		7.5		8.4

		EDINBURGH,CITY OF		720		1,940		850		12,800		151,500		66,200		30,000		7.2		5.7		7.5		5.6

		SOUTH LANARKSHIRE		620		2,560		790		17,800		143,700		44,400		29,500		6.2		7.5		7.0		7.8

		RENFREWSHIRE		330		1,880		690		11,000		172,000		63,400		29,600		3.2		5.5		6.1		4.8

		ABERDEEN CITY		560		1,540		640		12,500		122,600		50,800		28,500		5.5		4.5		5.6		5.5

		SCOTLAND		10,100		34,280		11,360		229,000		149,700		49,600		27,000		100		100		100		100





Manu profile

		Basic Chemicals / Pesticides etc.		Basic Chemicals / Pesticides etc.

		Paints, varnishes etc.		Paints, varnishes etc.

		Pharmaceuticals etc.		Pharmaceuticals etc.

		Soap, detergents etc.		Soap, detergents etc.

		Other chemical products / Man-made fibres		Other chemical products / Man-made fibres



Chemicals Sector 2000:  Shares of Gross Value Added

Other chemical products /           Man-made fibres
13%

402.11517

402.11517

21.651903

21.651903

397.728499

397.728499

83.672014

83.672014

139.673633

139.673633



Notes

		Manufacturing		Manufacturing		Manufacturing

		Construction		Construction		Construction

		Services		Services		Services



Scotland

UK (exc Scotland)

Abroad

44.7

20.9

34.4

78.4

17.1

4.5

59.8

25.7

14.5



		

		Standard Industrial Classification (SIC) definitions

		SIC11 - Extraction of crude petroleum and natural gas; service activities incidental to oil and gas extraction excluding surveying

		SIC15 to SIC37 - Manufacturing

		SIC45 - Construction

		SIC50 to SIC93 - Services (excluding the financial and some of the public sector)

		Source

		The statistics come from the Annual Business Inquiry (ABI) conducted by the Office for National Statistics (ONS).

		Please note that changes in one or two large companies can have a major impact, particularly on sectoral and local authority figures, from one year to the next.

		Variable definitions

		Number of Units

		This relates to the number of individual business sites e.g. a plant, factory, shop etc.

		Total turnover

		Turnover is defined as Total sales and work done.

		Gross Value Added at Basic Prices

		Approximate gross value added represents the income generated by businesses out of which is paid wages and salaries,

		the cost of capital investment and financial charges, before arriving at a figure for profit.

		For expanded GVA definition, please use following link:										http://www.scotland.gov.uk/Topics/Statistics/16170/4380

		Employment Costs

		This represents the total cost to employers of employing staff.

		This includes gross wages & salaries  and also employers' National Insurance contributions and contributions to other pension and welfare schemes.

		Total employees

		This is the point in time estimate of full and part time employees on the payroll on a set day in December.



http://www.scotland.gov.uk/Topics/Statistics/16170/4380




