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1.0 Introduction

The Evaluation of Intervention with Clusters and Industries in Scotland aims to be a learning evaluation for Scottish Enterprise (SE) on the policy interventions pursued to date. The research objectives for this study – phase I of a broader evaluation scheme - focus on five principal learning areas:

· The appropriateness of cluster and industry policies and strategies.
· The rationale of programme selection and design in the light of strategic intent.
· The efficacy of cluster and industry interventions seeking to improve critical factor inputs.
· Learning lessons and the adaptation and evolution of the approach.
· Broader Scottish Enterprise support and resourcing.
This report is one of the fifteen cluster- and industry-specific reports that have been prepared as background to the main report. It focuses on three main questions:

1 What was the rationale behind Scottish Enterprise involvement in the cluster and was/is the strategy appropriate?

2 How has the cluster work rolled out in practice and in light of expectations?

3 What lessons have been learnt and how should Scottish Enterprise go forward?

This report has been primarily based on a desk review of the individual clusters and industries - collected and collated by Scottish Enterprise and ECOTEC jointly (see Annex 1 for an overview of sources). A total of approximately 15 interviews were then held with appropriate Scottish Enterprise staff, industry representatives, knowledge centres, and intermediate institutes (see Annex 2 for a list of interviewees). Main findings and conclusions have been tested with independent sector experts and reviewed by relevant Scottish Enterprise stakeholders.

2.0 Position and Development of the Cluster/ Industry

2.1 Cluster Description

The Scottish food and drink cluster embraces the food, drinks, agriculture, fishing, aquaculture, science and education base, as well as other supporting organisations.

The following picture illustrates the Food and Drink cluster map as defined during the original consultations. This shows the scope of the supply chain and other supporting institutions. 

Figure 2.1  Scottish Food and Drink Cluster Map -1999

	[image: image1.emf]Universities

Colleges

Research Institutes 

e.g SABRIs

Upgrading & 

Innovative 

Institutions

Training Providers

Auction 

Marts

Farmers

Critical linkage 

Critical linkage 

-

-

strong

strong

Critical linkage 

Critical linkage 

-

-

weak

weak

Weak

Weak

No presence

No presence

Medium

Medium

Strong

Strong

Feed

Basic 

Processing

Customers

End Users

Value Added 

Processing

Fish 

Markets

Consumers

Infrastructure/services

Marketing/ 

Design

Industry 

Bodies

Legislation

Market 

Intelligence

Equipment 

Suppliers

Transport and 

Distribution

Packaging

Rendering/ 

By Products

Scotland

Scotland

’

’

s Food & 

s Food & 

Drink Cluster

Drink Cluster

1999

1999

Abattoirs

Specialist 

Growers

Multiple 

Retailers

Food 

Food 

Brokers

Brokers

Food 

Service

In Mkt 

Agents/ 

Distrib’s

Specialist 

Consultants

Key driver

Key driver

Overseas 

Markets

Value Added 

Ingredients

Imported Commodities/ 

Raw Materials

Cereals

Vegetables

Dairy

Red 

Meat

Prepared 

Meats & Fish

Ready 

Meals

Gourmet 

Foods

Snacks

Bakery & 

Confectionary

Non-Alcoholic 

Drinks

Beer

Whisky

Fishing 

Industry

Fish 

Farming

Fish 

Farming

Breeding 

Co’s

Poultry

Fish

Wholesalers 

Distributors

Discounters

Discounters

Independ’t/ 

Speciality 

Retailers

Further 

Processing 

Outwith 

Scotland

Critical linkage 

Critical linkage 

-

-

medium

medium

Universities

Colleges

Research Institutes 

e.g SABRIs

Upgrading & 

Innovative 

Institutions

Training Providers

Auction 

Marts

Farmers

Critical linkage 

Critical linkage 

-

-

strong

strong

Critical linkage 

Critical linkage 

-

-

weak

weak

Weak

Weak

No presence

No presence

Medium

Medium

Strong

Strong

Feed

Basic 

Processing

Customers

End Users

Value Added 

Processing

Fish 

Markets

Consumers

Infrastructure/services

Marketing/ 

Design

Industry 

Bodies

Legislation

Market 

Intelligence

Equipment 

Suppliers

Transport and 

Distribution

Packaging

Rendering/ 

By Products

Scotland

Scotland

’

’

s Food & 

s Food & 

Drink Cluster

Drink Cluster

1999

1999

Abattoirs

Specialist 

Growers

Multiple 

Retailers

Food 

Food 

Brokers

Brokers

Food 

Service

In Mkt 

Agents/ 

Distrib’s

Specialist 

Consultants

Key driver

Key driver

Overseas 

Markets

Value Added 

Ingredients

Imported Commodities/ 

Raw Materials

Cereals

Vegetables

Dairy

Red 

Meat

Prepared 

Meats & Fish

Ready 

Meals

Gourmet 

Foods

Snacks

Bakery & 

Confectionary

Non-Alcoholic 

Drinks

Beer

Whisky

Fishing 

Industry

Fishing 

Industry

Fish 

Farming

Fish 

Farming

Breeding 

Co’s

Breeding 

Co’s

Poultry Poultry

Fish Fish

Wholesalers 

Distributors

Discounters

Discounters

Independ’t/ 

Speciality 

Retailers

Further 

Processing 

Outwith 

Scotland

Critical linkage 

Critical linkage 

-

-

medium

medium




Source: Scottish Enterprise

The following table details the employment levels in each of the main parts of the food and drink supply chain. Although the data refers to 2001 it is included to illustrate the overall size of the sector and the relative size of the sub-sectors with in it.

Table 2.1  Scottish Food and Drink Employment 

	Sub Sector
	Employees (2001)

	Primary
	76,650

	Manufacturing and Processing
	54,400

	Services
	211,600

	Total Food and Drink Supply Chain
	341,600


Source: Scottish Food and Drink Statistics. DTZ Pieda 2003

The total is some 15% of total employment across all sectors in Scotland. 

In terms of GVA and export values it is very important to realise the dominance of Whisky which accounts for 35% of the sales, by value, of Scotland’s food and drink industry.

The following table provides Scottish Executive data on the food and drink processing sector. The definition used is food and soft drinks companies, i.e. whisky and other alcoholic drinks are excluded.

Table 2.2  Food and Drink Output and Economic Data

	
	
	1998
	1999
	2000
	2001
	2002
	2003

	Employment (000s)
	Scotland
	47.0
	48.2
	47.5
	44.9
	42.5
	41.7

	 
	UK
	529
	530
	523
	503
	485
	480

	
	UK (excl)
	467.6
	468.4
	459.9
	443.2
	429.5
	427.0

	Businesses
	Scotland
	1312
	1270
	1370
	1266
	1227
	1135

	
	UK
	8181
	8043
	7806
	7617
	7470
	7196

	
	UK (excl)
	6150
	6101
	5910
	5770
	5638
	5473

	Turnover (£m)
	Scotland
	4953
	4693
	4626
	4737
	4741
	-

	
	UK
	70925
	71347
	71439
	72220
	74382
	75912

	GVA (£m)
	Scotland
	1350
	1331
	1249
	1306
	1321
	-

	
	UK
	18366
	19142
	19327
	19386
	19698
	21081

	Cap Expenditure (£m)
	Scotland
	206
	186
	171
	180
	188
	-

	
	UK
	2656
	2639
	2191
	2525
	2024
	2252

	Exports (£m)
	Scotland
	
	
	
	
	710
	660

	
	UK
	6061
	5688
	5497
	5271
	5594
	6114


Source: ONS/ Scottish Executive (ABI); HM Revenue & Customs. 
UK (excl) refers to the UK excluding the South East (As this has a distorting effect in many sectors).
On the export data the UK government (HM Revenue & Customs) do not publish export data at detailed (grouped) industry level for Scotland. Some Scottish specific data for food and drink is available from the Scottish Executive. This is derived from the Global Connections Survey.  Data was collected for the first time in 2003 (for 2002), hence it is only currently available for 2002 and 2003.

The sub sector which has been the main focus for the food and drink strategy to date has been manufacturing and processing (excluding whisky). The latest food and drink operating plan (2005/06) has the following additional information:

The food and drink processing industry in Scotland has a turnover of £7.4bn . Total employment is 55,000, 2.5% of total Scottish employment and 21% of total Scottish manufacturing employment. While many of the industry’s main markets are within the UK, it also operates globally and exports are valued at £2.8bn, 13% of all manufacturing exports.  

GDP growth for food is forecast to increase by 2.3%; drink 2.4% for 2004 (compared to 2.2% for Scotland overall and 1.2% for manufacturing). (source:  Fraser of Allander)  Gross Value Added per employee is £33,400, 9% below average across all manufacturing sectors.  GVA per employee is highest in the drinks sector at almost twice the industry average – productivity rates are lowest in sectors involved in processing of fruit, meat and fish.  

In 2003 there were some 1,135 businesses in the industry in Scotland, and the key sectors in employment terms are the drinks industry and bakery, followed by fish, meat, poultry and dairy. While most  food and drink manufacturing businesses (86%) employ less than 50 employees,  the larger companies account for the majority of people employed within the industry – with companies such as Kettle Produce in Fife,  Belhaven Brewery in Dunbar and Bartletts in Airdrie employing over 700 people each.

The top 50 companies within the food and drink processing sector vary vastly in turnover from Scottish and Newcastle and Grampian Country Food Group (turnovers of £4,535m and £1,205m in 2002 respectively) to companies such as Whitefish and Freshcatch fish processors operating around £20m turnover.
Papers prepared during the strategy development identified three effects from the relatively small average size (in comparison to UK averages) of Scottish food and drink companies: Lack of benefits of scale, lack of equality during sales negotiations with the multiple retailers (supermarkets) and lack of added value. As a sector food and drink is considered to have a large number of relatively long established and family owned companies.

2.2 Cluster / Industry Trends and Changes

In general terms the international trends which affect the food and drink industry are slow moving in comparison to other industries.  The key trends over the last ten to twelve years are as follows:

· Increased levels of eating out - food service remains a key driver, for example it accounts for 33% of the total food spend within the EU and has a growth rate four times that of retail sales in general.

· The growth of the fast food industry which requires a different set of food specifications and attributes in comparison with 'traditional' food service.

· Increased diet scrutiny with a related interest in healthy food, organic and functional foods. 

· There has also been a growth in self indulgence with an increase in conspicuous consumption and obesity, especially in Western markets.

· Increased concern over food safety with public concern over additives, genetically engineered foods, transmission of animal diseases to humans and product traceability.

· An increase in concern over ethical issues with companies coming under pressure over issues such as business profiteering, environmental issues, exploitation of labour and fair trade.

· An increase in the use of convenience foods, especially microwave foods, which generally require significant formulation development.

· A growth in global mobility with a subsequent increase in the preservation of local food customs of migrant communities from around the world.

· Increase in farmed ‘wild’ products, especially fish.

· Increased consumption of exotic foods and more international eating habits with consumers becoming more experimental in terms of trying new more exotic foods.

· Increased international trade and competition - particularly exports from ‘emerging’ countries.

· Ongoing pressure to reduce food production costs - both in western markets and ‘emerging’ producers (such as the new member states of the EU).

· Enlargement of the EU from 15 to 25 members presenting opportunities for a larger market and threats of increased low cost competition.

· Continued restriction on the international free movement of goods - mutual recognition not evenly applied outside EU.

· Growth of large multinational producers (and an increase in the power of the major multiples in UK retailing) with a subsequent perception of declining choice among consumers.

· New channels to consumer - home shopping/delivery, e-commerce etc. 

· Increased emphasis on waste management issues, including EU waste directives, with consequent additional costs to manufacturers.

· New food legislative systems, particularly within the EU - food claims, food and health regulations, genetically modified food and animal feed.

The following table highlights which of the international trends are considered threats and which are considered opportunities for Scotland.

Table 2.3  Opportunities and Threats for the Scottish Food and Drink Industry

	
	Opportunity
	Threat

	Increased levels of eating out
	
	

	Growth of the fast food industry 
	
	

	Increased diet scrutiny
	
	

	Growth in self indulgence
	
	

	Increased concern over food safety.
	
	

	Increase in concern over ethical issues 
	
	

	An increase in the use of convenience foods
	
	

	Increase in farmed ‘wild’ products
	
	

	Exotic foods and international eating habits.
	
	

	Increased international trade and competition 
	
	

	Enlargement of EU
	
	

	Pressure to reduce food production costs.
	
	

	Restriction on the free movement of goods.
	
	

	Multinational producers declining choice.
	
	

	New channels to consumer. 
	
	

	Waste management additional costs 
	
	

	New food legislative systems
	
	


The most important changes for the food and drink industry in Scotland that have occurred between 1999 and 2004 (the approximate lifetime of the food and drink cluster work) are as follows:

· An underlying trend of decline in the fishing industry (though not fish farming) as total tonnages have declined primarily due to increasingly small fish quotas and a shortage of white fish species, despite increases in other fish species. 

· The negative impact on the red meat industry of BSE and foot and mouth.

· A decline in the number of dairy product processors in Scotland.

· Overall an increase in the importance of value added processing, although it is acknowledged that, whilst there are some outstanding exceptions, few companies (with the exception of the whisky sector) are outstanding performers.

· An increase in the importance of retail discounters and the food service sector although the major multiples (supermarkets) remain of key importance.

· An increase in the importance of QA and food safety, together with the generally increasing scrutiny on food and diet by the consumer.

3.0 Intervention Rationale and Evolution of Approach

3.1 Initial Rationale

The original Food and Drink cluster strategy and action plan went through an extensive period of development. This included wide consultation with the industry and the carrying out of detailed research covering issues such as the reasons for successful food and drink clusters in other countries. 

The reasons for intervention as presented and as articulated by those interviewed split into three groups: sector characteristics (that make intervention worthwhile), the presence of opportunities to improve sector performance and the presence of threats to the future of the sector.

Sector characteristics include its large size and the fact that it is a major employer with a major economic output and significant exports.

The opportunities to improve the performance of the sector that were and have been identified include retaining more of the value add available through the processing of raw materials and making more of the positive image that Scotland has, linked to the respect of the quality of the environment in which food and drink is produced. 

Threats to the future prosperity of the sector include the fact that the sector is fragmented (so benefits of a cohesive industry are lost), largely composed of small-scale operations (so benefits of scale are lost) and the fact that the sector is biased towards primary processing (so higher value add opportunities are lost).
The research that informed the original strategy makes specific reference to market failures in the food and drink cluster. By combining the characteristics, opportunities and threats summarised above the SE assessment asserts that without intervention the cluster will continue to be ever-increasingly primary product focused and commodity driven, which will lead to a decline in value added, profitability and employment.

All of those interviewed felt that the market failures and opportunities that were highlighted in the original strategy formulation are still true today although some progress has been made. In some cases the issues have become more prominent (e.g. more fish processing in Grimsby than in the whole of Scotland and the profile of skills agenda has risen).

Another reason for intervention which has been articulated more recently is that food and drink is a long term sustainable industry and a demand for its products will always exist in some form. This implies that the food and drink sector is less cyclical than others and will always be a part of the economy. The hypothesis is that it is a good thing to support a sector because it is a long term part of a diverse economy, 
3.2 Evolution of Approach

The Early years (1991 - 1997)

Food and Drink were separately identified among the thirteen broad clusters identified by Scottish Enterprise and the Monitor consultants in 1993. In the 1996 Scottish Enterprise Board Paper - Cluster Development - ‘Taking the Strategy Forward’ food was classified as a ‘very important’ ‘existing priority’ and drink was classified as an ‘ important’ ‘emerging priority’.

Strategy and Action planning (1997-2000)

Food and Drink was among the four pilot cluster teams established by Scottish Enterprise. The strategy developed for food and drink is described in section 3.3. When the strategy was launched in early 2000 it had; a requested investment of up to  £26.7million over a five year period, a number of proposed actions against each of the six key strategic goals, a cluster team of 9 staff and an early goal of setting up an operational Industry Strategy Group (ISG) comprising unpaid industry representatives.

Implementation and Delivery (2000-2004)

2000 and 2001 saw two years of activities which included a number of early wins such as the establishment of the ISG and setting up web based information service – scottishfoodand drink.com. During this time the red meat industry (a significant exporter) was badly affected by the outbreak of foot and mouth disease in 2001. A major change which occurred in 2002 saw the number of staff in the central cluster team reduce from 9 to 4 and the management of the cluster shift from Scottish Enterprise National to Scottish Enterprise Grampian. This led to a reprioritisation of activities in line with the reduced staff resource availability.

3.3 Strategic Aims 

The original Scottish Food and Drink strategy document, known as ‘The Big Opportunity’ was launched with the support of the Scottish Executive in 2000. The strategy contained the following four targets and six key strategic goals. The wording has remained consistent since the strategy was launched. :

Four targets (increases from 2000 to 2010 - excludes whisky, interim targets for 2005 were added at a later date)
4 Grow processing turnover from £4.2bn to £7.4bn
5 Grow employment from 48,000 to 54,000
6 Triple exports from £0.5 bn to £1.5 bn
7 Increase value added from £1bn to £2.5bn
The targets were recognised as being ambitious, and based on recent actual performance data, are currently being reviewed.

Six key original strategic goals:

8 To develop and grow leading suppliers and processors of food and drink. 
9 To build our reputation as suppliers to the premium, sophisticated retail and food service markets of the UK and Europe.
10 To grow advantage through innovation, including our exploitation and application of technology. 
11 To build on our leading standards in quality, service and food safety. 
12 To develop an efficient, responsive infrastructure and enhanced customer service.
13 To develop the capabilities of our people, working together, active in local and global networks. 
The strategic goals have been reviewed and updated over time but the general flavour has been retained.

The targets and strategic goals of the strategy correspond well to the failings/needs of the cluster identified in the various external reports and consultation process. All of the projects and programmes which have been supported have been classified under one of the six strategic goals.

3.4 Main Findings

In terms of rationale for intervention, the following points can be made:

· The reasons that SE had and that people now think they had for wishing to intervene in the food and drink cluster appear sound and to still be true.

· The opportunities that were identified in the strategy were based on sound research and extensive industry consultation. 

· Developments and trends in the sector since the strategy was launched have illustrated the accuracy of the predictions made in the research and the relevance of the subsequent strategy.

· The involvement of Scottish Executive in the original strategy is positive and their continued involvement has enabled good policy alignment between SE and Scottish Executive with both agencies funding projects in the food and drink sector.

· Since the original strategy was developed the idea of supporting sectors due to their long term sustainability and the wish to maintain and support a diverse economy into the future has been articulated. This raises an interesting question over the duration and nature of support that SE want to provide to sectors as this implies long term support rather than problem focussed, time limited intervention. 

There have been no major industry wide shocks during the life of the Food and Drink strategy.  Some parts of the industry have been subjected to very disruptive events, in particular the red meat industry with the outbreak of foot and mouth disease and the continued influence of BSE and the fishing industry with the cuts in quotas.  Both of these sub-sectors have been the subject of cluster related projects but other agencies have led in terms of providing assistance to respond to the disruptive events.

4.0 Inputs, Support and Resourcing
4.1 Financial Resources 

In terms of funding levels over time the original Strategy and Action plan requested investment of up to £26.65m over a 5 year period. An early (2002) external evaluation by EKOS found that there was considerable underspend. The table below shows the budget data we have identified.

Table 4.1  Food and Drink Cluster Budget and Spend

	
	Planned Budget
	Actual Expenditure

	2002/3
	2,940,900
	2,828,720

	2003/4
	2,439,000
	2,621,063

	2004/5
	2,437,900
	2,376,457

	2005/6
	2,260,000
	


Source: Scottish Enterprise (1) Annual operating plans - national team only

4.2 Team / Operational Structure

From the time of the strategy launch to mid 2002 the central cluster team had 9 staff based at SE National. There was also staff in the LECs with an involvement in delivering Food and Drink projects.

From 2002 onwards the central cluster team was moved to SE Grampian, although retained its national focus, reduced in size to 4 staff and came under their direct management but retained the same budget.

The national cluster team are responsible for a number of projects and for the maintenance and development of the central strategy. They also manage the consultants who deliver some of the nationally available projects. 

The central cluster team make considerable efforts to keep the wider LEC delivery staff informed of the Strategy and the projects and programmes which are available for industry via group events and presentations. Account managers of food and drink companies were reported as gaining a lot from meeting others who account manage companies in the sector and to appreciate the hard work of the central team in trying to make food and drink delivery consistent across LECs.

The role of the Industry Strategy Group (ISG) in reviewing the strategic direction and delivery of the strategy is important. Their role is to ensure the strategy stays in line with industry requirements and market opportunities. This is done in part through their input in suggesting areas of research to the cluster team but is also done through quarterly meetings where progress from the array of projects and programmes is presented and discussed. Each year the ISG will also input (via cluster team facilitated meetings) into the direction and content of the strategy. ISG members are free to suggest any areas where they feel intervention would be warranted though this does not guarantee that interventions will be developed. For example if they conflict with or duplicate other areas of Scottish Enterprise work / strategy they will not go forward.  

The current arrangement has 3 levels of SE staff involvement.

· Core team of 4 full time staff, managed from SE Grampian. 

· Staff (not full time on food and drink) the 'Network delivery team' - includes staff who deliver national (i.e. projects and programmes available across the whole of the SE network) food and drink projects

· Wider network group(only a small apart of their time involves food and drink work) includes food and drink champions (who are well briefed on the SFD programme by the core team, and are tasked with keeping account managers well informed of the projects and programmes on offer) plus all those LEC and Business Gateway staff who account manage and/or advise food and drink companies. There were 186 account managed food and drink companies in January 2005.

· SDI staff delivers the international element of the strategy.

Individual LECs have varying numbers of Food and Drink companies in their area. In January 2005 this varied from 3 companies in SE Renfrewshire to 35 in SE Glasgow. 

The fact that some of the nationally available projects are managed at a LEC level implies a good connection to local priorities. This is further enhanced by the efforts that the cluster team make to communicate the Strategy aims and actions to the network of LEC account managers.  

The Board of SE Grampian have taken an active role in the Food and Drink cluster work both from a governance and strategic viewpoint. The make up of the board has changed to reflect the importance of the sector.

4.3 Staffing

The central cluster team has four full time staff, the cluster director, a manager and two executive level staff. There are 4 contractors who manage projects for the core team and a further 4 who manage LEC delivered national projects. This number has grown over the last few years.

The interviews returned a high opinion of the cluster team. The opinions collected indicate that the cluster team and the director in particular need to have industry credibility and the ability to network.  The point was also made that this profile takes time to build and when senior people change the profile of cluster activity will be negatively affected. The current team are a good match with the requirements as described. 

4.4 Main Findings

In terms of financial resources the original strategy and action plan had much larger spending projections in place than occurred. However there were no reports of budgetary constraints restricting activity and the budget has remained relatively static over the last four years.

With regard to the way the cluster activity has been managed and run no negative comments were recorded on the shift to SE Grampian and the support that they have provided the national team received praise. Some interviewees felt that some additional SE central support to the food and drink activities (e.g. attendance by senior central SE staff at the food and drink awards) would help demonstrate central SE commitment and interest.
The Industry Strategy Group (ISG) has played a central role in the Food and Drink cluster work, a number of points emerged about this during the interviews:
· Enthusiastic and knowledgeable members with real commitment.

· Do provide a good industry steer.

· Lacking membership from some major (largest) food and drink companies and whole food chain (this is recognised by them).

· If more was done to publicise the activities and membership of the ISG the, albeit isolated, perception of group exclusivity would be reduced.  
· Membership turnover was low though recent efforts have been made to refresh it

· Some feel that it is hard to get people onto it who are capable of seeing  / suggesting what is best for the sector as a whole - often too entrenched in their company / sub-sector.

· ISG can forget that they are spending SE resources and need to fit in with SE wider policies – need to be reminded and sometimes requests are not suitable.

· Scottish Executive felt to have increased respect for SFD due to ISG.

With regard to staff resources assigned to the cluster the increase in contracting out delivery has pros and cons.  On the positive side consultants bring their own contacts onto programmes, they do provide additional extra resource and they have specialist credibility. On the down side some feel that consultant delivery costs more however the value for money question is important to consider here.
The reduction in the size of central team in 2002 had a number of impacts. The ISG was not impressed, they saw the change as a loss of resourcing and hence interest from SE. It led to a refocusing (and reduction) of activities. Overall this had a negative effect but the projects which were retained were felt to be the best ones and this has helped the profile of cluster activity to recover since then. 

The cluster team pointed out that the cap on their staff resources means that they don’t have the flexibility to address missing areas. The ideal staff members they need will have creditability in more than one specialist area. For example they have recently recruited an individual with a very good combination of skills (R&D, innovation/ life sciences) but such people are rare and hard to recruit. The small size of the central team puts a constraint on what can be delivered centrally. This has lead to a shorter prioritised list of projects, an increase in partner delivery and an increase in the contracting out of project delivery.

The cluster team is well respected by the industry. This credibility is linked to the profile of key individuals and this credibility takes time to establish. During the consultation interviews some industry personnel felt the devolution of delivery to LECs had made delivery more complex.  However they also felt that pro-active companies would still seek out the help best suited to them, possibly via contact with the central team. This may not be the case for less motivated companies.

The lessons that can be derived from these findings are:
· Industry involvement is felt to be genuine and strengthens the credibility and quality of the Strategy.

· The close integration of relevant Scottish Executive departments and their spend in the Strategy is a major positive.

· The central team make extensive efforts to make LEC level delivery staff aware of the Strategy. These efforts are appreciated by LEC account managers

· Industry credibility is strongly linked to the profile of key individuals - retaining and valuing these staff is therefore of high importance.

5.0 Intervention Efficacy
5.1 Activities and Interventions

As previously noted the activities that are delivered in support of Scottish Food and Drink, include those funded by organisations other than Scottish Enterprise.  The following table summarises the activities and interventions in the 05/06 activities.  

Table 5.1  Scottish Food and Drink Activities 2005/06

	Strategic Goal and Activities

	1)  
Develop and grow leading processors of food and drink

Branding project

Improving productivity

Scottishfoodanddrink.com

Industry foresight

SEERAD processing and marketing capital grants

SEERAD market development scheme

	2)    Exploit the premium retail and foodservice markets of the UK and Europe

UK Premium Market Development

Food/tourism opportunities

International Premium Market Development

	3)       Grow advantage through innovation and exploiting technology

Food Innovation Support

Health-Enhancing Foods

Technology transfer

Inward Investment

	4)
Develop an efficient supply chain

Scottish Seafood
Supply chain projects – red meat, organics, risk management 
Logistics

	5)
Develop the capabilities of our people

SF&D recruitment project

Leadership development



	6)
Communicate the need for collaboration

SF&D Forums (Grampian, Borders, Dumfries & Galloway, Highlands & Islands, West, East)

Conference Series

SF&D Awards


The projects and programmes are all reported in the progress reports to the quarterly ISG meetings. This in itself is clear evidence of continued and ongoing consultation with industry. It is apparent that the ISG have a genuine input to the direction and content of the food and drink cluster activities. This is supplemented by research carried out and/or commissioned by the cluster team. Some of this research is commissioned as a result of ISG requests or suggestions. Much of the original strategy development was informed by an examination of best practice activities in other countries, this continues to be the case as support remains in place for learning journeys for companies to benefit from overseas expertise and Scottish Enterprise facilitate access to globally renowned expertise (e.g. access to world class expertise on health enhancing foods is supported under that programme).

Some parts of the of the food and drink sector are expected to access more generic support from Scottish Enterprise. For example when questioned on the availability of Scottish Enterprise help for individual farm businesses many felt that the most appropriate route for them would be via Business Gateways. Though it should be said that Quality Meat Scotland and other partners within the Strategy do offer support suitable for individual farm businesses and parts of their work are supported by Scottish Enterprise.

5.2 Outputs and Results

The following table shows data provided on the recorded outputs from food and drink cluster activities.

Table 5.2  KMIS Data on Food and Drink Outputs

	a) LEC managed
	
	
	

	
	2002/3
	2003/4
	2004/5

	Increase in sales Total
	1500
	
	

	No. business assists Total
	53
	227
	39

	No. businesses assisted Total
	266
	152
	

	No. businesses attending events Total
	215
	733
	506

	No. businesses executing business develop. plans 
	29
	
	

	No. businesses showing demonstrable improvement 
	7
	
	

	No. graduates placed into businesses in key sectors Total
	
	15
	

	No. individuals attending events Total
	196
	609
	534

	No. managers undertaking management development activity Total
	230
	
	

	No. new participants in the cluster (Cluster Team reported) Total
	170
	248
	265

	No. new products/services launched and processes implemented Total
	188
	56
	8

	No. projects Total
	5
	17
	

	No. individuals with key skills retained or attracted (pilot) Total
	16
	
	

	No. organisations expanding their use of e-business Total
	
	3
	

	No. owner managers/SME managers starting on a formal course 
	7
	
	

	No. SMEs with workforce development plans Total
	
	13
	

	No. collaborative Cluster Networks Total
	
	
	11

	b) National Team managed
	
	
	

	.
	2002/3
	2003/4
	2004/5

	Increase in sales Total
	327000
	
	

	No. attendees at events Total
	64
	24
	

	No. businesses assisted Total
	10
	29
	93

	No. businesses attending events Total
	218
	481
	314

	No. individuals attending events Total
	235
	650
	289

	No. managers undertaking management development activity Total
	52
	
	

	No. new participants in the cluster (Cluster Team reported) Total
	3
	117
	

	No. organisations marketing and transacting on-line Total
	4
	
	

	No. work based pilots Total
	19
	
	

	No. new Forward Strategy aligned business processes piloted/introduced 
	12
	6
	

	No. owner managers/SME managers starting on a formal course 
	16
	
	

	No. projects Total
	
	6
	

	No. businesses participating in environmental activities
	2
	
	


Source: Scottish Enterprise

There are a number of interesting points that can be made about this table:

· There are some impressive figures in the data, for example there are high number s of business assists and high numbers of businesses and individuals attending events.

· There are a number of outputs that only appear in one year and some large variation in data between years for some other outputs. This is illustrative of changes in reporting or definition which are not helpful for monitoring progress.

· It is not possible from this data to assign outputs to individual projects and hence budgets - a requirement if projects are to be benchmarked on a cost per output basis.

· Partner delivered outputs will not be captured in this reporting, this is understandable as the budgets responsible for delivering them are not under the control of Scottish Enterprise, however Scottish Enterprise facilitation has played and important role in aligning these partner programmes. 

· The data serves as a tool to monitor implementation of the yearly operating plans but it is insufficient to measure overall progress (impact level) against the high level industry targets. 

5.3 Main Findings

In terms of the overall delivery strategy the following points have emerged:

· The cluster has effectively become ‘Scottish Food and Drink (SFD)’ this is viewed as (and evidence suggests this is justified) as bigger than the Scottish Enterprise funded food and drink cluster activity.

· SFD is described as ‘Industry owned, SE facilitated and delivered by a combination of SE and other partners’. This description was felt to be fair by most of those who had clear knowledge of SFD.  There are a number of reasons for this:

· The Industry Strategy Group (ISG) do review the on the ground activity. They also make the SE cluster team aware of trends / developments / opportunities etc. that SE can help make the most of. 

· SE facilitate through the contacts they are able to draw on, also through the provision of funding.

· Partner delivery has become increasingly important. SFD is seen as a good way of unifying the policies of a number of bodies and as a good way to promote policy alignment and lever in funds e.g. Scottish Executive Environment and Rural Affairs Department (SEERAD) badge their fish and meat processing capital grants as being part of SFD and the work of Quality Meat Scotland (well placed to benefit / target the red meat industry) is supported by SE. 

· Partner delivery is a type of exit strategy for SE - i.e. devolve / hand over parts of the work to other partners. This is working well with skills where new sector skills council has had a lot of its ground work done by SE and can ‘pick up the ball running’. 

· In the opinion of those interviewed a downside of partner delivery is the ‘politics’. E.g. using partners means their constraints become those of SE. This is not necessarily a bad thing but something that needs to be borne in mind. 

· There are mixed opinions on whether there is a need to continually promote the big aims of the strategy. Some feel that these definitely should be promoted but others say that industry is not interested as sector wide targets are not relevant to individual businesses. A single headline target (as in other sectors) has been suggested as a means to help simplify promotion.

In terms of the range of projects and programmes on offer, the following points have emerged;
· The programme of activities has evolved over time - this is a result of ISG steer, resource and delivery route / method changes and research identifying trends.  The group have undertaken numerous prioritisation exercises used a Boston Matrix approach

· There are some very successful (and prescient) programmes - e.g. health enhancing foods is highly praised and reflects a major trend in the sector over the last 5 years.

·  Programmes which aim to open company's minds to upcoming trends are seen as an important and positive aspect of the work. These are felt to have positive results in that they start the companies on the way to exploit market opportunities they otherwise would have missed. 

· The view was expressed by some that certain projects might benefit from more proactive facilitation, though the resource constraint issue is recognised as the reason this doesn’t occur.

·  It appears (and this hypothesis was agreed with by the majority of those interviewed) that some cluster activities have not been the main focus of activities, e.g. links to academics/research, links to specific supply chain elements (e.g. packaging, manufacturing equipment).  This is primarily seen as an issue of lack of resources (mainly staff) within SE.
· The networking events which are led by SE are in general very well regarded (e.g. food forums).  Most questioned recognised that promoting networking in the food and drink sector is a slow process to build (due to the structural nature of the industry).

· KMIS has a number of outputs that only appear in one year and some large variation in data between years for some other outputs. This is illustrative of changes in reporting or definition which are not helpful for monitoring progress.

In terms of industry buy in to the programme the following points have emerged;
· There are still some problems of industry buy in. In part this is attributed to the industry structure with lots of small family run businesses who are difficult to involve / convince.

· An area of limited involvement is whisky. Though some small companies have benefited the general view is that the big (international drinks) companies are seen as ‘not needing’ SE.  The ISG and the cluster team have tried, and are trying, to involve main whisky trade association. There has been some recent progress and the hope is that they can both learn from each other. 

· Some of the big retailers (e.g. Tesco) have got involved and see the benefits of involvement to themselves and Scottish food and drink companies. However other big retailers are less involved (partly as a result of their structure (less devolution to Scotland).

· There was some feeling that the engagement with agriculture could be done on a larger scale. However it was recognised that there are other sources of help available. Within the SFD strategy as it stands most of the assistance is via partner funded activity. 

6.0 Results and Impacts
6.1 Results / Outcomes

When considering the results that are intended to flow from the outputs described in the previous section it is relatively straightforward to construct a number of output - result chains. Some examples of these are given below:

· Sector identity strengthened - through the existence and influence of the ISG, through networking events, through the existence of a sector wide strategy and Scottish Food and Drink identity.

· Collaboration between firms and universities - through promotion of links to academia. 

· Improved business environment - through networking events and through policy alignment.

· Higher confidence in the future - through improving image of the cluster. 

· Image improvement - through promoting the strengths of the industry (e.g. via award schemes, via work in schools).

It is important to note that all of the results described above are qualitative. Later on in this section more quantitative results derived from evaluations of specific projects are discussed. 

6.2 Impacts

In the same way as it is possible to construct output - result chains, it is also possible to construct result - impact chains links from the results described above. 

· New market opportunities seized - This is seen as a major positive impact of a number of the projects, for example health enhancing foods has encouraged companies to diversify their product range to enter this new and growing market opportunity. Projects such as meet the buyer can lead to direct seizing of market opportunities (i.e. small producers selling to retailers they would otherwise have had major difficulty getting access to).

· Growing businesses. - This impact is enabled by virtually all of the results described above

· Inward investment - This does not appear to have been a major area of activity in food and drink but there are some good examples of activity such as the putting together of prospects which highlight the existence of specialist skill set clusters (e.g. in potato breeding and cultivating) in Scotland.

· Attracting targeted people - This is helped directly through the graduates into food project but is also enabled by all the industry image improvement outcomes.

A recent review of the strategy has considered how the cluster has progressed since 1999. This has shown a number of interesting findings.

Table 6.1  Status of 2010 Targets

	
	1999 Baseline (£bn)
	2010 Target (£bn)
	Implied target growth rate (%p.a.)
	Recently achieved growth rate (%p.a.)
	Re-calibrated growth rate (% p.a.)

	Sales
	4.2
	7.4
	6
	2
	8

	GVA
	1.0
	2.5
	9
	2
	7

	Exports
	0.5
	1.5
	12
	2-10 (3)
	11

	Employment (000s)
	48
	54
	1
	4 (2)
	-


Source: Scottish Enterprise, Fraser of Allander
Notes. (1) from 2002/03. (2) 1998 vs. 2001 (3) range of annual growth rates over most recent 4 quarters. 

The table illustrates that the growth rates required to meet the 2010 targets are rather ambitious. The ISG has now revised the macro targets and propose to set a GVA growth rate of 4% per annum as a target for 2010 – which is considered ambitious but realistic .
6.3 Monitoring and Evaluation

There is some information captured in the KMIS data (see table 5.1) which can be classified as result and impact level data, e.g. increased sales and net jobs.

The ISG have recently formalised three levels of measurement and monitoring. These are as follows: 

· Macro economic performance - turnover, GVA, employment and exports.

· Impact - top 50 company data (turnover, profitability, return on capital employed and employment) and impact of projects (GVA – from sales increases and cost efficiencies).

· Engagement - depth and breadth of participation in strategy (company participation in events, projects and networks.
The food and drink cluster activity / strategy as a whole has been the subject of a previous evaluation. EKOS consultants were commissioned to evaluate three of the four pilot clusters, of which food and drink was one, and the report was published in 2002.  
The report did note a number of positive outcomes. These were of a qualitative rather than a quantitative nature.  
Overall, while the review remarked that the Framework had made some progress, this was difficult to assess. The review made several important recommendations, which could generally be summarised as improving the way in which progress is measured – making it more robust and reliable.  The review also argued for a revision of cluster targets given interim market developments. Additionally, it was noted that while industry representatives had a strong sense of ‘ownership’ of the cluster plans, linked to the formation of the industry steering group, there is a strong sense that the ‘public sector’ continues to take a dominant role in forums and exchanges.  

A summary of the review on Food and Drink Strategy – Four Years in produced in August 2003 (by a number of consultancies for the ISG) highlighted many of the same issues as well as successes as the previous evaluation.  
There have been a large number of evaluations of individual projects and distinct aspects of the food and drink cluster work. Some examples of the findings of these evaluations are provided below:

· An evaluation was completed on the Food and Drink Skills Group part of the cluster in February 2005 by SQW Limited.  The report concluded that several projects have made important contributions to the development of a cluster skills and learning infrastructure. Of these the ‘Create Interest’ project had been highlighted as being particularly successful.  Concern was raised however, about the shortcomings in terms of industry involvement.  The issue of setting measurable targets and monitoring them was raised, as was the necessity of the activities to mitigate the problem of a shortfall in skilled workers to meet the demands of the sector.  
· An external interim evaluation of the scottishfoodanddrink.com the web based industry information service was published in November 2004.  Findings were generally positive, and the evaluation contained a cost-benefit analysis which concluded that the service cost around £200,000 per year while providing an estimated additional turnover for companies who use it of £850,000 among the 1,127 businesses registered on the site.  The evaluation found that the main strength of sfd.com was its ability to combine a wide range of sources of marketplace information and research and make it available to those who need it.
· An evaluation of the Health Enhancing Foods Project completed in May 05 included the following conclusions. Since its inception in 2001 92 companies from across Scotland have participated. In terms of qualitative impacts nearly all the companies surveyed felt that the project was a unique offering, some had repositioned existing products to capture new market opportunities, other benefits included networking opportunities, awareness raising and information provision.  In terms of hard outcomes the appraisal concluded the project had led to £859k of additional sales (with potential for another £1m and led to 12.8 new jobs with potential for another 10. In summary it is described as a well targeted relatively low cost project which achieved excellent results.

· An Impact assessment of the International Food Exhibition Programme (Jan 2001 to December 2003) published in May 2004 had generally positive findings and suggested that support should continue.  It contained a number of recommendations on promoting take up, charging companies to take part and the choice of exhibitions. An impact assessment calculated that the project had generated £14.5m net sales per annum and 145 net jobs at a cost per job of £10,300.

A very recent (July 2005) discussion paper prepared by SE Grampian for the SE Board combined the estimated GVA impacts of 9 independently evaluated projects
 to illustrate a £20m contribution to incremental GVA for a total annualised investment of £1.2m. This contribution to GVA is 10% of the total incremental GVA for Food and Drink companies between 2000 and 2004.

6.4 Main Findings

In terms of the outcomes and impacts of the food and drink cluster work to date the following main findings emerge:

· There are clear routes through which the outputs from the projects supported through the food and drink strategy could lead to positive results and impacts.

· A number of specific projects have been evaluated in detail. In general these evaluations have been able to link outputs to results and impacts and show good value for money in achieving these.

· Not all of the positive results enabled by Scottish Enterprise work will be captured. This is a result of the role it plays in facilitating partner delivery and in the difficulties of capturing results such as new sales brought about through events such as two companies meeting at a networking event.

· Not all of the individual projects appear to be evaluated. Of those that are it is not clear if they are done on a consistent basis and the results do not appear to be compiled.

· Until recently there was some difficulty in measuring and reporting progress against the industry level goals that the strategy originally set itself.  This was linked to the baseline definitions and the time lag in getting sector data. This has recently been improved.

· All of the evaluations that have been reviewed appear to indicate that there have been positive outputs, results and impacts from the projects supported. 

· It is not possible to identify the impact that the entire suite of Scottish Enterprise supported or facilitated activities in the food and drink sector have had. Though the recent paper combining the GVA improvement figures estimated for 9 projects indicate that 10% of the incremental GVA between 2000 and 2004 relates to SFD supported projects and that this £20m/yr increase has been achieved for an annualised investment of £1.2m. This indicates a genuine and highly cost effective contribution.  

· All of the project evaluations and the evaluations of the food and drink cluster work as a whole have positive comments on qualitative and quantitative outputs and outcomes - from which positive impacts should result. If the activities had not taken place (i.e. the counterfactual) it is highly likely that these would either not have occurred at all or would have occurred on a much smaller scale.

7.0 Conclusions and Learning Points

7.1 Conclusions

The reasons originally articulated for getting involved in supporting food and drink are sound and remain so.

The original policy development process was detailed and comprehensive and led to a strategy with ambitious targets, sensible goals and a series of sensible interventions aligned with these goals. The Strategy has taken on a life of its own beyond the work directly funded by Scottish Enterprise. This has been achieved through involving other (mainly public sector) delivery bodies and aligning and badging their activities with those directly supported by Scottish Enterprise.  This policy alignment and partner delivery has taken time to develop but continues to improve. Extending partner delivery demonstrates a change of role for SE involvement in Food and Drink from leading to supporting and facilitating. 

At individual project and intervention level there is clear evidence of evolution. This has resulted from a combination of Industry Strategy Group involvement / guidance and resource constraints imposed by cluster team reductions which demanded a prioritisation of work. 

There are a number of very well regarded projects and programmes, these include: Networking events; Work on taking new market opportunities; and the work on skills. The food and drink sector is very large and diverse. Certain parts of the sector (e.g. manufacturing) and certain clustering type activities (e.g. networking) have received more attention (in terms of number of interventions) than others (e.g. agriculture and university industry links to promote innovation). There are a number of reasons for this which include lack of staff resources (within SE) to address every part of the sector and every type of activity, strategic choices to concentrate resources where it is felt the greatest benefits can be achieved and the availability of other sources of support for certain parts of the sector.

Industry awareness of the strategy as a whole could be higher. However this is not necessarily a problem as at the level of companies accessing support there is a general feeling that those companies who want to are capable of getting the help they require.

The restricted size of the central cluster team has limited the scope of activities they can undertake and has required them to outsource projects and programmes to other staff within partners and external consultants. This outsourcing has resource implications - managing the consultants and trying to ensure consistent delivery. The lack of resources made it to difficult to meet the industry expectations of rapid and major action created by the consultation and policy development process. 

7.2 Learning Points

· The model of policy alignment and buy in from other partner organisations (SFD going beyond SE) is seen as a success and a potential exit strategy. 

· Industry ownership / influence is very evident and positive. It has taken time for the trust required for this to develop and work.

· Some very well regarded projects and programmes however some parts of the sector and some activities do receive less input. Not necessarily a problem but expectations need to be managed following a consultation and initial strategy which had a wider scope.

· Lots of positive appraisals / evaluations of individual projects which identify and quantify outcomes. Some work has been undertaken to quantify impacts but more could be done.

· Lack of strategic overlap with other clusters / industries where there are common opportunities - e.g. quality of raw materials links to one of the elements being promoted in tourism. (Though this is a key action area for this years operating plan. E.g. plan is to actively pursue links to tourism and life sciences). The cluster team   have engaged in joint working where it merited attention and where there was mutual benefit.

· Additional resources, especially staff, would allow more of the activities identified in the original research and strategy to be pursued with vigour.

· When looking for the impacts of the cluster work it is important to give these a reasonably long time to develop and manifest themselves. This implies a need for a long term resource commitment by SE.

7.3 Further Research Questions

· Should the strategy attempt to broaden its scope of activities to more fully encompass the whole of the food and drink sector? 

· Are the potential benefits large enough to justify the resources?

· Could an extension of partner delivery / alignment partially achieve this?

· Can output, outcome and impacts result links be more formally established and monitored?

· How well are the planned activities to link with other clusters working?
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