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Executive Summary

1.
This Report was commissioned from GEN Consulting by Scottish Enterprise as part of the background work being undertaken prior to the Business Gateway contract being put out for tender in 2007.

2.
The   work had 2 main aims:-

· To analyse the 2004-05 costs of service delivery across the 12 Business Gateways within the Scottish Enterprise area for the 4 “core” services: Business Start Ups, Business Information, Aftercare and Business Growth. As well as identifying cost variations, attempts were made to explain these. The intention was that this work would then inform the development of the contract tendering process; and

· To undertake a survey of Gateway’s customers for these 4 core services. In total just over 2,000 surveys were undertaken.

Delivering Gateway

3.
Although Business Gateway was marketed as a single brand the way it was delivered varied across the 12 Gateways. Whilst all 12 Local Enterprise Companies (LECs) had a contract management role, in 4 of these the LEC itself delivered the Business Information service. The number of contractors delivering Gateway also varied, from one in 6 Gateways to a maximum of 7 in Edinburgh and the Lothians. In Fife and Tayside the contracts were let non-competitively. The contractors included local authorities, a further education college, companies limited by guarantee that were non-profit distributing and private for profit companies. One contractor (Alba Smart Thinking) delivered the Gateway contract in 3 areas. In total Gateway was delivered by 362 staff across the Scottish Enterprise area who worked for 27 different organisations.

4.
A third of the contracts were output related in 2004-05, a third were not and a third were mixed. However, the differences in practical terms between the different contract types may be minimal.  

Business Information

5.
In 2004-05 the 12 Gateways dealt with 82,044 enquiries. The best explanation for the variations in enquiries across the Network was the number of employees in the local economy. This explained some 40% of the variance in the number of enquiries. The explanation for the remaining variations was likely to reflect such factors as history, with some Gateways being more embedded within their local economy, links with LEC staff (which seem to generate higher Level enquiries) and the efficiency and effectiveness of individual Gateways. 

6.
When the average number of enquiries dealt with per employee was examined, and compared to the Network average, there were considerable variations. This would seem to indicate that some Gateways over-perform and some under-perform relative to the “average”.  This information could be used to specify minimum levels of service (in terms of the total number of enquiries and enquiries at each level) that each contractor would be expected to deliver.

Business Start Ups

7.
In 2004-05 the 12 Gateways helped to start 9,180 businesses. Over this period there were almost 19,000 business starts that opened bank accounts with the 4 Scottish Clearing Banks. If this latter figure was accepted as being the total number of starts then Gateway was dealing with around half of all Scottish starts. Using the Clearing Banks figures, the percentage of starts dealt with by individual Gateways varied from 34% to 67%. Those Gateways that dealt with less than half of the starts in their area may therefore have growth potential.

8.
Although the data was incomplete (largely due to large numbers of non-responses in some Gateway areas) Gateway start up survival rates varied from 36% to 76%, averaging 55%. This was below the VAT registered business survival rate (65%). 

9.
The numbers of start ups was strongly related to size and volume measures such as population and the number of workplaces. When population was controlled for a strong relationship emerged between start up numbers and qualifications and occupational levels.

10.
There was a strong relationship between Gateway expenditure on start ups and the numbers of starts. However, there was an equally strong relationship between start up spend and qualification levels. One interpretation of this could be that start up spend was not being targeted at those areas where there was market failure as those areas with high start up expenditure also had high qualification levels. Accordingly these areas were likely to generate start ups without public intervention. If this argument was accepted then more resources should be allocated to those Gateways where levels of qualifications were below the Network average.

Gateway Cost Analysis

11.
In calculating the costs of delivery attempts were made to identify the “true” costs: not just the money paid to contractors but also such things as the LEC contract management costs and the costs of providing the Business Information service for those LECs that delivered this in-house.

12.
The costs of managing the Gateway contract varied from £44,000 to £144,000. However, 3 Gateways had management costs that were far lower than one would expect given the number of delivery staff. Excluding these, a strong relationship emerged between management costs and the number of delivery staff.

13.
The relationship between management costs and staff numbers for these 9 Gateways can be used to formulate a simple predictive model that, for a given number of delivery staff, can estimate contract management costs.

14.
The total costs of delivering the 4 Gateway core services in 2004-05 were just over £12 million and ranged from £428,000 in Forth Valley to £1.8 million in Glasgow. The proportion of costs allocated to individual core services varied considerably. However, some of the data, especially for Aftercare and Business Growth, may be suspect. Accordingly it may be unwise to read too much into these variations.

Start Up Cost Analysis

15.
The cost of a business start up through Gateway averaged £831, ranging from £366 to £1,490. These costs take no account of survival rates, the sectors being traded in or other factors that might be felt to be important in economic development terms. 

16.
The variations in costs were explored. It proved possible to “explain” 50% of the variance in terms of such factors as the percentage of the area’s population living in the worst 20% of data zones, the total number of start ups and the 3 year VAT business survival rate.  The key explanatory variable was the VAT survival rate, which (subject to a number of caveats) would seem to indicate that the more that is spent upon start ups then the greater the probability that they will survive and indeed grow so that they become VAT registered.

17.
Other work undertaken in 2002 found the average cost of a start up   to be £1,400, a reduction of 16.4% on the previous year. If this annual reduction rate was applied to the intervening years then the 2004-05 start up cost came to £818. Whilst this may be coincidence, it could be seen as validating the results of this research.

Business Information Cost Analysis

18.
Based on data provided by 5 Gateways the costs of servicing the 3 Levels of Business Information enquiry were estimated. These averaged:-

· £12 for Level 1;

· £31 for Level 2; and

· £86 for Level 3.

Business Aftercare and Business Growth Cost Analysis

19.
There was little consistency in the delivery of Aftercare and Business Growth services across the Network. As such it was not possible to develop cost profiles as has been done for the other 2 core services.

20.
Aftercare was interpreted by some Gateways as essentially monitoring. This mainly involved seeing if the business was still trading. Others were more pro-active but left the nature of the aftercare support to the discretion of business advisers.

21.
The amount paid to contractors for delivering the same Business Growth products varied across the Network. These variations were difficult to explain and to justify. Given this there may be scope for cost reductions to the Network average.

The Impact of the Delivery Structure

22.
The relationship between different Gateway delivery structures (using the number of contractors as a surrogate) and a number of measures of effectiveness and efficiency was explored. The only strong relationship   was that between the number of contractors and the cost of contract management. Thus as the number of contractors increased then management costs rose, although this was not a linear relationship.

The Surveys 
23.
Four separate surveys of clients over the 4 core services were undertaken. The initial assumption was that the data bases for the each service would be unique. Once the responses were received this proved not to be the case. There was considerable overlap, with, for example, some of the Business Growth contacts having received start up support. Given this it seems unwise to attribute impacts to specific services as most respondents seem to have received support through more than one core service. Our view is that for each of the surveys a majority of respondents had mainly received support through the indicated service. The others had received a range of support. The main exception to this is start ups, where some three quarters of the respondents had specifically received start up support.
24.
Despite these data problems we present the results of the 4 surveys separately. We have, however, deliberately not compared the results from the different surveys as this is likely to lead to incorrect conclusions being drawn.
Business Start Ups.

25.
The start up survey was based on 500 responses from start-up and trading companies across the 12 Gateway areas. At the time of first contacting Gateway only 11% were trading. When the survey was undertaken 88% were trading.

26.
The respondents were mainly sole traders. Most employed fewer than 3 people, two thirds had a turnover of less than £20,000 a year and 74% were not registered for Value Added Tax. Trading was mainly within the local area and most were involved in some form of service sector activity. Given this displacement is likely to be significant.

27.
Gateway had first been heard about through friends or relatives or by seeing advertising. Contact had been mainly face to face with an adviser.

28.
The main types of support wanted from Gateway were for developing a business idea, financial planning and market research.

29.
Levels of satisfaction were high in that 62% of respondents rated the support received as being Important for their business and 26% Vital. Some support was rated more highly, in particular The Young Person’s Grant (Vital to 44% of respondents) and Financial Planning (Vital to 37%).

30.
Most respondents felt that Gateway had been Very Effective (48%) or Effective (32%) in providing the advice and information wanted for their business.

31.
This advice and information was felt to have an impact on the businesses of 77% of respondents, with 23% assessing this as having been Vital, without which they would not now be in business.

32.
Almost half of the respondents (40%) had used the Gateway website. A small number (39) used it in preference to face to face contact. The services accessed by those using the website tended to be identical to those accessed by other means. The only exception was Sourcing for which greater use was made of the web. 

33.
Web users felt that it had been effective in providing them with the information they wanted.
34.
A variety of suggestions were made for improving the site. These included: adding interactive self teaching tools; better links; and the ability to use the site to book appointments with advisers.

35.
If Gateway had not been used then 65% of respondents claimed that they would not have known who to approach for advice. Given this, Gateway would seem to be filling a market gap.

36.
There is some evidence of a willingness to pay for Gateway services.

37.
The vast majority of respondents (83%) stated that they would make use of Gateway again. Their preferred method of access was face to face with an adviser (75% of respondents) followed by the internet (12%).

Business Information

38.
The Business Information survey was based on 500 responses from Gateway Business Information clients across the 12 Gateway areas.  

39.
Half the respondents were sole traders and just over one third were private limited companies. Forty one percent had been trading for less than 3 years, and one third not yet trading. Although most employed less than 5 people (76%), 12 had more than 40 employees, with the largest company in the sample claiming to employ 20,000. The median annual turnover was under £40,000 (40% of respondents). However, annual turnovers ranged from under £20,000 to £9 million.

40.
Most were trading in service sectors, in particular business activities, retail and personal services. Seven percent were manufacturing companies. Most (57%) saw their main competitors as being within the local area. Given this, displacement locally is likely to be significant.
 

41.
Satisfaction levels with Gateway were generally high. For example, three quarters felt that Gateway had been Effective or Very Effective in providing the information and support wanted.

42.
Eighty seven percent of respondents felt that Gateway was Important, Very Important or Vital to their business. Indeed 14% claimed that without Gateway’s support they would not be in business.
   

43.
Of the 500 respondents over one third had accessed the Gateway website. Of these 16% had used the web in preference to face-to-face or telephone contact. Many of those accessing the web had done this to find out “General” Information. This may indicate that they were accessing it out of curiosity rather than to source specific information.

44.
The services accessed through the web tended to be similar to those wanted by Gateway users generally. The main difference was Sourcing for which greater use was made of the web.

45.
Over two thirds of web users felt that the site was Effective or Very Effective in providing them with the information they wanted (68%). This was lower than for Gateway generally.

46.
In terms of the demand for additional features on the site the key ones were a database of businesses with direct contact details, more information on finance and grants, business plan templates and good practice case studies.


47.
If Gateway had not been used then 57% (283) of the respondents would not have known who else to approach for business advice and support. Accordingly, Gateway would seem to be filling a market gap.

48.
There is some evidence that clients would be willing to pay for using Gateway services. Indeed some already pay when using business advisers other than Gateway.
49.
Eighty three percent of respondents would use Gateway again. Of these 65% preferred face-to-face contact with an adviser, 15% to use the web and 18% telephone contact.

Business Growth
50.
The Business Growth survey was based on 501 responses from Gateway Business Growth clients across the 12 Gateway areas.  

51.
Just under half of the respondents were private limited companies and over a third were sole traders. Two thirds had been trading for more than 3 years. Although most employed fewer than 5 (61%), 12 had more than 40 employees, with the largest company in the sample employing 1,800. The median turnover was £100,001 to £500,000 a year (32% of respondents).  However, turnovers ranged from under £20,000 to £6 million.

52.
Most were trading in the service sector, in particular business activities and retailing, although 14% were manufacturing companies. Most (56%) saw their main competitors as being within the local area. Given this displacement locally is likely to be significant.

53.
Satisfaction levels with Gateway were generally high. For example 70% felt that Gateway had been Effective or Very Effective in providing the information and support wanted. 
54.
Seventy four percent of respondents felt that Gateway was Important, Very Important or Vital to their business. Indeed 12% claimed that without Gateway’s support they would not be trading.
55.
Of the 501 respondents 27% had accessed the Gateway web site. Of these 21% had used the web in preference to face to face or telephone contact.

56.
Many of those accessing the web had done this to find out “General” information. This may indicate that they were accessing it out of curiosity rather than to source specific information.

57.
The services accessed through the web tended to be more varied than those wanted by Gateway users generally. Finance was the main area of advice and support wanted, accounting for 42% of all responses.  

58. 
Over half of web users felt that the site was Effective or Very Effective in providing them with the information they wanted (57%). This is a lower percentage than for Gateway generally.

59.
In terms of the demand for additional features on the site the key ones were more contact information, more specialised information about specific sectors, ways for site users to interact (for example a bulletin board) and higher level information.

60.
If Gateway had not been used then 274 of the respondents claimed that they would not have know who else to approach for business advice and support. Accordingly Gateway would seem to be filling a market gap.

61.
There is some evidence that clients would be willing to pay for using Gateway services. Indeed some already pay when using business advisers other than Gateway.

62.
Over 80% of respondents would use Gateway again. Of these 67% preferred face to face contact with an adviser, 17% telephone contact and 14% to use the web.

Business Aftercare
63.
The Aftercare survey was based on 505 responses from Gateway Business Aftercare clients across the 12 Gateway areas.  

64.
Over half of the respondents were sole traders and around a third were private limited companies. Two thirds had been trading for less than 3 years. Although most employed fewer than 5 (86%) 9 had more than 40 employees, with the largest company in the sample employing 3,000. The median annual turnover was under £20,000 a year (18% of respondents).  However, annual turnovers ranged from under £20,000 to £30 million.

65.
Most were trading in service sectors, in particular personal services and business activities, although 8% were construction companies. Most (65%) saw their main competitors as being within the local area. Given this, displacement locally is likely to be significant.

66,
  Satisfaction levels with Gateway were generally high. For example, three quarters felt that Gateway had been Effective or Very Effective in providing the information and support wanted. 

67.
Eighty eight percent of respondents felt that Gateway was Important, Very Important or Vital to their business. Indeed one fifth claimed that without Gateway’s support they would not be in business.

68.
Of the 505 respondents 29% had accessed the Gateway website. Of these 10% had used the web in preference to face-to-face or telephone contact.

69.
Many of those accessing the web had done this to find out “General” information. This may indicate that they were accessing it out of curiosity rather than to source specific information.

70.
The services accessed through the web tended to be similar to those wanted by Gateway users generally. The main difference was Sourcing for which greater use was made of the web.

71. 
Nearly two thirds of web users felt that the site was Effective or Very Effective in providing them with the information they wanted (63%). This is a lower percentage than for Gateway generally.
72.
In terms of the demand for additional features on the site the key ones were a checklist on what to do when starting a business, improved links to specific business services, the addition of an “entrepreneurs’ forum” and higher level information, particularly with regards to business legislation.

73.
If Gateway had not been used then 68% (343) of the respondents claimed that they would not have know who else to approach for business advice and support. Accordingly, Gateway would seem to be filling a market gap.
74.
There is some evidence that clients would be willing to pay for using Gateway services. Indeed some already pay when using business advisers other than Gateway.

75.
Over 83% of respondents would use Gateway again. Of these 73% would use face-to-face contact with an adviser, 13% would use the web and 11% telephone contact.

Gateway’s Economic Impact

76.
There are various ways of trying to estimate Gateway’s economic impact on sales and jobs. These are based upon different assumptions on attribution and the extent to which those responding to the survey were representative of the population of Gateway’s   clients. Given this the estimates need to be treated with a degree of caution. The lack of discrete data bases that relate only to specific core services underlines the need for caution in attribution.
77.
Bearing these caveats in mind our estimate is that in 2004/05 for every 1,000 business starts or assists the core services had the impacts outlined in the Table. These figures show net impacts, after allowance has been made for additionality, displacement and multipliers.

 
Net Impact of the Business Gateway Core Services per 1,000 






Starts/Assists

	Impact
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Jobs
	153
	132
	514 
	269

	Sales 
	£2,081,746
	£4,939,122
	£13,328,703
	£4,437,568


  78. 
Of the 4 core services only start ups is amenable to being grossed up so that the Network’s total impact can be assessed. In 2004/05 Gateway claimed 9,180 business starts. Our estimate is that the net impact of these starts on the Scottish economy was:-

· 1,405 jobs; and

· Sales of £19,110,428.

79.
The Network spent £7,631,347 on start ups to gain these benefits. Accordingly:-

· The net cost of creating a net new job through Gateway in a new business is £5,432; and

· For every £1 of Gateway expenditure sales of £2.50 are created.
Recommendations

80.
A   number of Recommendations were made, derived from the cost analysis. The key ones were:-

· The analysis in this paper should used to specify minimum levels of penetration for each Gateway area. We would suggest that the targets should be for each Gateway to deal with:-

· 50% of start ups in its area; and

· An average of 0.04 Business Information enquiries per employee.

· When developing the new contract a realistic start up unit cost should be set, perhaps the Network average of £831. Payment should be phased and would be dependent upon meeting certain survival milestones.

· The amount allocated to business start ups should be positively skewed towards those areas where qualification levels are below the Network norm. 

· When developing the new contract the allowance for Network management costs should be determined by the number of delivery staff.

· When developing the new contract the unit costs of delivering the Business Information service should be based upon the following yardsticks:-

· Between £8 and £16 for servicing a Level 1 enquiry;

· Between £20 and £42 for a Level 2; and

· Between £57 and £116 for a Level 3.

· When developing the new contract there needs to be a clear definition of what is to be delivered, and to which clients, for the Aftercare and Business Growth services.

· When standard services (such as SIRIUS Healthchecks) are delivered as part of the Business Growth service, contractors should be paid the same unit cost for delivery regardless of the Gateway through which the services are being delivered. 

· Aftercare be renamed Start Up Monitoring.

81.
In terms of the individual core services:-
· Consideration should be given to focusing and rebranding Gateway as a service that provides advice and support to business starts and business information to any business.

· Business advice and support services (other than information) should be delivered under a different branding and possibly by a separate organisation or division.

· Consideration should be given to segmenting Gateway’s clients at the point of first contact according to such criteria as the markets they are serving and the activities they are involved in. Those:-

· Serving local markets in sectors where there is likely to be high levels of displacement should be steered towards group and web based activities and support; and

· That fall outwith these criteria should be eligible for one-to-one advice and support.

· The Gateway website should be augmented by the addition of more advanced business tools and other features that can, in part, substitute for face to face contact with an adviser.

· The data bases and record keeping of Gateway clients needs to be improved, in particular ensuring that client records are matched with the specific services they receive.

1.
Introduction

1.1
This Report was commissioned from Scottish Enterprise National (SEN) as part of the restructuring of the Business Gateway contract. It is an analysis of the costs and impact of what are defined as the 4 Gateway “core” services (Start ups, Business Information, Aftercare and Business Growth). The Report falls into 2 main parts:-

· An analysis of the costs of providing Business Gateway services across the Scottish Enterprise Network area based on data for 2004-05; and

· A survey of Business Gateway clients for the 4 “core” services. Some 2,000 clients were interviewed and information collected on their perceptions and the impact of Gateway on their business.  
1.2
The cost analysis involved gathering a variety of information about the costs of delivering the “core” services and then analysing this in an attempt to explain the variations in these costs between different Gateways. In undertaking the work we were reliant upon the Gateway Managers to provide us with the necessary information. We are grateful to them, not only for completing a cost template, but for meeting with us and for answering many telephone and email questions.

1.3
The Report is structured as follows:-

· Chapter 2 gives an overview of the core services, their delivery  and of the current volume of activity across the Scottish Enterprise Network;

· Chapter 3 looks at the wider context within which Gateway services are delivered, covering such things as awareness of Gateway,  analysis of start-up numbers and Business Information requests and   explanations for the variations in these across the Network;

· Chapter 4 examines in greater detail the costs associated with delivering the “core” services. The focus is upon start ups and the Business Information services. Having identified the relevant  costs a  variety of data is analysed in an attempt to explain cost variations in a way that could usefully inform the contract revision process;  
· Chapter 5 gives an overview of the survey of Gateway clients;  

· Chapters 6, 7, 8 and 9 present the detailed survey results for each of the “core” services;

· Chapter 10 looks at the impact of Gateway; and   

· Chapter 11 summarises the main issues arising from the analysis and survey and makes a number of Recommendations. Given the many changes that are underway with Gateway it may be felt to be presumptuous to make Recommendations. However, we feel that this is worthwhile doing if only as a way of stimulating debate about some of the key areas that need to be considered when developing the revised contract.

1.4
Throughout the Chapters a variety of simple statistical tests (chiefly regression analysis) are used to explore relationships between variables. To make the text more readable we have avoided giving statistical detail. However, when relationships are included it can be assumed that they are statistically significant.

2.
Delivering Business Gateway

Introduction

2.1
One of the justifications for establishing Business Gateway was to introduce a consistent standard and range of business support services across the Network area. Given this one might think that there was now a consistent delivery model across the Network. As this Chapter shows this is by no means the case. The starting point is to define what the core services are that this Report is concerned with and to then go on to look at the volume of activity and the way these services were delivered in 2004-05.

The Core Services

2.2
The Report was to focus upon the 4 Gateway “core” services:-

· Business start ups;

· Business Information;

· Aftercare; and

· Business Growth.

Each of these is defined in some detail in the Business Gateway manual. A short explanation, derived from this, is given here to set the context for the later Chapters.

2.3
The Business Start Up service aims to provide a consistent service to business starts across the Scottish Enterprise area. This service is marketed under a national brand, with local marketing being subject to central approval. The emphasis is upon providing a flexible service to meet the varied needs of entrepreneurs covering: information, advice, learning opportunities, support and funding.   The start up service is structured around 3 Stages:-

· “Think”, covering such things as ideas development and motivation; 

· “Plan” (marketing and planning); and 

· “Do” which deals with resources such as finance and people.

2.4
Delivery takes a number of forms including one-to-one sessions with advisers, group workshops and seminars, web based services and self help work books. The extent to which Gateway is pro active depends both on the client and upon Gateway’s categorisation of the business. For example, less support will be given to businesses that are classed as “life style” than to those that are felt to have growth potential.

2.5
Business Information aims to provide start up and existing businesses with information that will do such things as enable them to identify opportunities, improve competitiveness in existing markets and enhance growth potential. Support comes through Business Information Officers (BIOs) based in a Business Information Centre of which there is to be one within each Local Enterprise Company (LEC) area. Support comes through a range of core service products, such as electronic and hard copy data bases dealing with company profiles and product sourcing. The enquiries are classified according to their complexity. Thus Level 1 enquiries are those that are answered by giving or sending out a standard leaflet. Level 2 enquiries are those that require more time or resources (for example a data base search or assistance from an outside agency), whilst Level 3 are more complex requiring tailored in-depth research using multi-source information searches.

2.6
Aftercare, as defined in the Gateway Manual, deals with both monitoring of start ups and more pro active interventions. Monitoring, to see if the business is still trading and to see if Gateway can offer any help, is undertaken at 12, 24 and 36 monthly intervals after the business started. In a number of Gateways this is sub-contracted to call centre operators. More pro active interventions are to come through Gateway Business Advisers who are to contact all start ups after 3 and again after 6 to 9 months. At these (and also the monitoring contacts) Gateway has a variety of Business Review Diagnostic tools that can be used as well as referrals to other specialists.

2.7
Business Growth services have 4 support levels:-

· Provision of information alone;

· Support from a Business Adviser;

· A Business Health Check that involves half a day one-to-one counselling to undertake a  Health Check which results in the production of an Action Plan; and

· A Business Development Review which is essentially offered to companies that have growth potential and takes a day of an advisor’s time. In its turn this may result in more intensive support being provided.

2.8
The levels of activity for these services are recorded and monitored for each Gateway. For start ups each Gateway has annual targets that are broken down by both target group (for example women and young people) and geography, such as Social Inclusion Partnership (SIP) areas. 

2.9
Having outlined the key activity areas the next section looks at the volume of activity across the 12 Gateway areas.

Activity by Gateway Area

2.10
The Gateway areas are contiguous with the areas of the LECs. Table 2.1 looks at the volume of activity across the 12 Gateways within the Scottish Enterprise area for 2 of the “core” services: Business Information and Business Start Ups. Volumes vary significantly across the Network. For example:-

· For Business Information, Glasgow, Edinburgh and Tayside   deal  with 15% or more of total contacts, whilst areas such as Forth Valley and Borders deal respectively with 2% and 3% of total contacts; and

· Edinburgh deals with over a fifth of start ups, followed by Grampian, Lanarkshire and Glasgow which deal with 10% or more. At the other extreme Borders and Dumfries and Galloway deal with 2% and 3% of total Network start up activity.

TABLE 2.1

   Business Information Contacts and Business Starts April 




2004 to March 2005 by Gateway Area 

	Gateway
	Contacts to Business Gateway Information Service
	Business starts (excluding High growth and spin-outs)

	
	Number 

 
	Percentage of Network total 
	Number 
	Percentage of Network total  

	Borders
	2,317
	3
	199
	2

	Dumfries and Galloway
	5,564
	6
	296
	3

	Grampian
	7,437
	8
	920
	10

	Forth Valley
	1,873
	2
	562
	6

	Renfrewshire
	6,093
	7
	590
	6

	Fife
	6,036
	7
	693
	8

	Tayside
	13,1551
	15
	681
	7

	Ayrshire
	4,739
	5
	651
	7

	Dunbartonshire
	6,500
	7
	549
	6

	Lanarkshire
	6,915
	8
	1,000
	11

	Edinburgh and the Lothians
	15,044
	17
	1,924
	22

	Glasgow
	13,083
	15
	1,115
	12

	TOTAL
	88,756
	100
	9,180
	100


Source: Scottish Enterprise

Note:-

1.
This figure is the total number of enquiries, rather than contacts as the raw contact data was incomplete. An enquiry is a distinct type of question, whereas a contact represents the number of individuals making contact with Gateway, rather than the number of questions asked. A fuller explanation is given in Footnote 6.
2.11
The explanations for these varying volumes of activity are explored in some detail in Chapter 3.
Delivering Gateway Services

2.12
Table 2.2 looks at the details of Gateway delivery in the 12 LEC areas. It can be seen that:-

· Delivery varies between one agency (6 LEC areas) to as many as 7 in the case of Edinburgh and the Lothians;

· Of the 12 areas 2 have contracts for the delivery of the vast majority of Gateway services that are   let non-competitively to a single agency (Fife and Tayside). The   rest let the Gateway contract or contracts  competitively;

· Delivery is by a total of 27 agencies. Of these, 4 are LECs who deliver Business Information. The others are a mixture of:-

· Local councils;

· Private, for profit, companies;  

· Companies limited by guarantee that are non-profit distributing; and

· The commercial arm of a further education college.

There is one contractor, the Glasgow based Alba Smart Thinking (AST), that delivers Gateway in 3 areas (Ayrshire, Dumfries and Galloway and Dunbartonshire). This is the only agency that delivers Gateway in more than one area;

· Delivery is by a total of 362 staff, an average of 30 per Gateway, ranging from 11 in Dumfries and Galloway to 65 in Glasgow;

· Delivery is generally through a network of offices spread across the operational area. This seems to reflect political factors (keeping all of the various Gateway partners happy), historical delivery patterns and the need to service sparsely populated areas efficiently. Often all 3  reasons overlap; and

· Of the contracts in 2004-05, a third were output related (that is payment was made against the attainment of agreed targets), a third were not output related and a third were mixed, with some elements of the contracts being output related. However, we would argue that the distinction between output and non-output related contracts is often academic. All contracts that are not output related have targets that are monitored and action is taken if it seems as if these will not be met. Given this, the distinction between contract types is probably often more apparent than real. 

2.13
The contracts fall into 2 main groups:-

· “Clean”, where the LEC has no involvement in delivering any of the “core” services but contracts with one or more agencies for delivery and then manages and monitors this; and

· “Muddy” where the LEC is itself involved in the delivery of the Business Information service (4 LECs) and then contracts for the delivery of the other 3 core services. As with the “Clean” category the LEC manages and monitors the delivery of the other 3 services. 

2.14
However, there are many other subtle contract variations within these broad categories. For example, some contractors:-

· Are also delivering client management services on behalf of the LEC; and

· Deliver Business Information from within the LEC’s premises for which they pay a market or subsidised rent.

TABLE 2.2


     Gateway Contract Details
	Gateway
	Number of agencies delivering Gateway  
	Total staff involved in delivery (FTEs)
	Number of outlets used
	 Contract terms (output related or not)
	 LEC delivery of core services?

	Borders
	1
	12.5  
	1 plus 2 unmanned local offices
	Not output related in 2004. Start-ups output related in 2005
	No

	Dumfries and Galloway
	2  
	11  
	2 plus 3 local access points
	Output related
	Business Information

	Grampian
	2
	30  
	5 branded outlets plus 5 satellites
	Output related for 1 contractor – only a proportion of the other contract is
	No 

	Forth Valley
	2  
	32.5  
	4
	Not output related in 2004-05 – small output related item added in 2005/06
	 Business Information

	Renfrewshire
	4  
	25  
	2  plus a satellite drop in facility
	Output related
	 Business Information

	Fife
	1 (not let competitively)
	29  
	1 main office plus 4 spokes (unmanned)
	Not output related
	No

	Tayside
	1 (not let competitively) plus 2 other smaller contracts
	32  
	3
	Not output related
	No

	Ayrshire
	1
	18.5  
	3 plus 3 satellite offices
	A proportion of the contract is output related
	No

	Dunbartonshire
	1
	23  
	5
	Output related
	No

	Lanarkshire
	1
	23.5  
	1 plus 2 satellite offices
	A proportion is output related, the main aspect being start-up.
	No

	Lothian
	7  
	60  
	11
	Output related
	 Business Information

	Glasgow
	2 (although 1 is a small contract)
	65  
	6, plus presence in each Local Development Company
	2/3 output related, 1/3 management fees
	No


 Conclusion

2.15
What seems clear is that, although Gateway is marketed nationally as a single brand, its delivery is far from uniform when such things as the nature of the contracts and the number of agencies involved in delivery are considered. We will now explore some of these differences in greater detail in Chapter 3.  
3.
Business Gateway - The Context

Introduction

3.1
The purpose of this Chapter is to explore some of the contextual issues related to Gateway and to see to what extent some of the variations in performance between differing Gateways can be explained statistically. We start by looking at Gateway’s penetration of the business community and perceptions of satisfaction levels and then consider the 2 main services for which comparative information is available: Business Information and Start-Ups.

Use of Business Gateway

3.2
The Annual Survey of Small Businesses in Scotland
 provides some information, albeit often contradictory, on the extent to which small businesses (less than 250 employees) make use of sources of information, advice and support such as Gateway. In terms of:-

· Advice on regulations, Gateway was cited by only 1.5% of interviewees, being far less important than trade and business associations, accountants and the internet. It equated with such sources as solicitors and banks (2.3% and 2% of interviewees respectively). Despite this, firms with turnovers of less than the VAT threshold, ones based in rural areas and those under 3 years old were more likely to make use of Gateway. Those using Gateway were also far more satisfied than those using other advice sources, with Gateway being second only to banks in terms of client satisfaction; and

· In terms of general business advice and information Gateway was cited by only 2.4% of respondents. Although, predictably, small firms (under 49 employees and with turnovers under £56,000) were more likely to make use of Gateway, those involved in production and exporting were also more likely to use it. In terms of satisfaction Gateway was not as highly rated as for advice on regulations, being ranked behind accountants, solicitors, banks and chambers of commerce.

3.3
However, the survey contained a specific section asking about awareness and use of Business Gateway. This found that:-

· Just over half (51%) knew of Business Gateway and a further 31% recognised the name when prompted;  

· Over a quarter of respondents had made use of Gateway. The difference between this response and the responses volunteered to the questions about the use of Gateway for either regulatory or general business advice (1.5% and 2.4% of interviewees, Paragraph 3.2) is considerable. The consultants explanation for this is that “only a small minority of businesses would automatically think of Business Gateway as somewhere to get help”
, 
 ; and

· Satisfaction levels were high, with 59% of respondents being Satisfied or Very Satisfied with the services that Gateway provided. Almost 60% would recommend Gateway to others.    

3.4
However, there is evidence that Gateway is associated with providing support to start-ups, rather than being a service that supports businesses at all development stages. For example, research undertaken by Scottish Enterprise in early 2004
 found that, although there was good awareness of Business Gateway, awareness of the markets that it was targeted at varied. Thus:-

· 62% of respondents associated Gateway with helping to set up a business;

· 21% were aware that it provided business information ; and

· 3% were aware that it offered advice to existing businesses.

It may be that these perceptions are a reflection of advertising, which tends to concentrate upon the start-up services, and of Gateway’s former designation as Small Business Gateway.

3.5
Overall it can be concluded that:-

· Awareness of Gateway is high, although perhaps more could be done to try to make it the first point of call for business and to sell it as a service that is for the whole of the business community;

· Gateway’s penetration amongst the Scottish business community (in terms of usage) is good; and

· Satisfaction levels are high.  

Business Information

3.6
In 2004/2005 the various Gateways dealt with 82,044 Business Information enquiries (Table 3.1). The data shows a marked periodicity, although gaps in the data from some Gateways means that the exact extent of this is not always clear. However, overall it seems that demand:-

· Is low over the Christmas and New Year months;

· Picks up in the Spring and early Summer;

· Tends to fall slightly over the summer holiday period; and

· Rises again in the Autumn and early Winter.

TABLE 3.1


Business Information Enquiries
 by Level – 2004-05
	GATEWAY
	 Level 1
	Level 2
	Level 3
	Total Enquiries

	Borders
	1,261
	788
	68
	2,117

	Dumfries and Galloway
	1,756
	3,489
	292
	5,537

	Grampian
	 2,225
	4,720
	492
	7,437

	Forth Valley
	812
	1,023
	38
	1,873

	Renfrewshire
	2,413
	3,602
	78
	6,093 

	Fife
	2,635
	3,157
	244
	6,036

	Tayside
	4,270
	7,929
	956
	13,155

	Ayrshire
	3,009
	1,789
	169
	4,967

	Dunbartonshire
	3,466
	2,813
	199
	6,478

	Lanarkshire
	5,977
	1,211
	118
	7,306

	Edinburgh and the Lothians
	5,914
	3,219
	202
	9,335

	Glasgow
	7,964
	2,468
	1,278
	11,710

	TOTAL
	41,702
	36,208
	4,134
	82,044


3.7
The pattern for individual Gateways often deviates from this general picture. This may reflect such things as local holidays but may also relate to the month that enquiries are logged.

3.8
The Gateways can be grouped into 4 categories according to the volume of Business Information requests they deal with (Table 3.1):-

· The 2 that deal with around 2,000 enquiries (Borders, and  Forth Valley);
· Seven Gateways that dealt with approximately between 5 and 7 thousand enquiries (Ayrshire, Dumfries and Galloway, Dunbartonshire, Fife, Grampian, Lanarkshire and Renfrewshire);

· 2 (Glasgow and Edinburgh and the Lothians) that handled some 9 to 12,000 enquiries each; and

· Tayside that dealt with over 13,000 enquiries, 16% of total enquiries.  

What Determines the Number of Enquiries?

3.9
It could be assumed that the number of enquiries in each Gateway area will be a function of the number of workplaces, number of employees or the population. As Table 3.2 shows the variable that gives the “best” explanation is the number of employees followed by the number of workplaces. However, individually these are only explaining   less than half of the variance in the total number of enquiries.

TABLE 3.2   

Linear Regression Results – R Squared Values

	Independent variable
	Dependent Variable - Number of Business Information Enquiries - R2

	Population
	0.352

	Number of employees
	0.414

	Number of Workplaces
	0.392


3.10
Graph 3.1 plots the relationship between the number of Business Information enquiries and the number of employees for linear and cubic “best fit” regression lines.  The cubic regression line gives the best fit, a slightly improved  R2 value of 0.456 The reason for this, as the Graph shows, is that a number of Gateways have either greater or less than expected numbers of enquiries in relation to the numbers of employees they contain. For example, Edinburgh has less than expected, whilst Dumfries and Galloway and Dunbartonshire have more than expected. If these 3 outlying cases are excluded then the linear regression R2 value increases to 0.487. 

3.11
Given that there is a degree of unhappiness about the Level 1 enquiries, largely as they can be very mundane and may have limited bearing on business development, the relationship between the numbers of higher level enquiries (2s and 3s) has been explored. The results are shown in Table 3.3. It can be seen that there are no strong relationships, with the strongest being that between the number of employees and the number of Level 3 enquiries. However, this only accounts for 24% of the variance in the data. Given this another explanation has to be sought for the variations in the numbers of Business Information enquiries.

GRAPH 3.1

The Best Fit Lines Between the Number of Gateway 




        Enquiries and Number of Employees
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TABLE 3.3

Linear Regression Results – R Squared Values

	Independent variable
	Dependent Variables  - R2

	
	Level 2 enquiries
	Level 3 enquiries
	Total Level 2 and 3

	Population
	 0.008
	0.080
	0.017

	Number of employees
	0.013
	0.237
	0.036

	Number of Workplaces
	0.032
	0.160
	0.053


3.12
One explanation might be the amount of money that is spent on the Business Information Service in each Gateway. Exploration of a number of possible hypotheses found that the strongest relationships were:-

· An R2 of 0.336 for the relationship between total costs and total numbers of enquiries; and

· A value of 0.448 when this was modelled as a cubic relationship.

3.13
A multiple regression model was then used. With the total number of enquiries as the dependent variable and 4 independents (population, number of employees, number of workplaces and total Business Information costs) a R2 value of 0.464 resulted.  However, the key explanatory variable was still the number of employees, with the others adding relatively little to the explanation
.

3.14
Given this it would seem that it is possible to explain 46% of the variance in the number of Business Information enquiries in terms of such factors as the number of workplaces and the amount spent on the service. The remaining 54% would seem to reflect a number of factors including:-

· Classification of enquiries in different ways, something that most interviewees felt happened, despite there being definitions of each level;

· History, with some Gateways, because of their origins, being more deeply embedded into their local economies and business support infrastructure than others. For example, this might reflect why Tayside has such a high volume of enquiries;  

· Links that some Gateways have with Local Enterprise Company (LEC) staff. Often these are improved by physical proximity. The general view seems to be that if the Business Information service is physically visible, being located within the LEC, then this will generate more requests from LEC staff; and

· The efficiency and effectiveness of Business Information staff. In its turn this might reflect management initiatives, for example the use of administrative staff to deal with all Level 1 enquiries, as is the case in some Gateways.

There may be other explanations that have not been explored.  

Deviations from the “Average” Number of Enquiries

3.15
An alternative analysis is to look at the single most significant explanatory determinant of enquiries (the number of employees (Table 3.2)) and examine the number of enquiries per employee. Table 3.4 looks at the number of business enquiries per employee and the extent to which the Gateways deviate from the Scottish Enterprise area average of 0.04. It can be seen that the Gateways fall into 4 groups:-

· Dumfries and Galloway, Dunbartonshire,  and Tayside that  each receive at least   twice  the Enterprise area average;

· Borders, Fife,  and Renfrewshire that are slightly above the average;

· Ayrshire which sits on the average;

· Glasgow, Grampian and Lanarkshire  which receive three quarters of the average; and

· Edinburgh and Forth Valley which receive 50% of the average.

TABLE 3.4     Business Information Requests per Employee by Gateway 

	GATEWAY
	Business Information enquiries per employee
	Deviation from Scottish Enterprise area average1

	Borders
	0.05
	1.25

	Dumfries and Galloway
	0.10
	2.5

	Grampian
	0.03
	0.75

	Forth Valley
	0.02 
	0.50

	Renfrewshire
	0.05
	1.25

	Fife
	0.05
	1.25

	Tayside
	0.08
	1.86

	Ayrshire
	0.04
	1.00

	Dunbartonshire
	0.10
	2.5

	Lanarkshire
	0.03
	0.75

	Edinburgh and the Lothians
	0.02
	0.50

	Glasgow
	0.03
	0.75

	Scottish Enterprise area average
	0.04
	1


Note:-

1.
The deviations are calculated by dividing the Gateway Business Information enquiries per employee by the Scottish Enterprise area average. A figure of 1 indicates that the average number of enquiries in the Gateway area is the same as the average for the Enterprise area. Figures above 1 indicate that a greater than Enterprise area average number of enquiries is being dealt with, a figure below 1 a less than average number.

3.16
Given this it could be argued that those Gateways that are dealing with a below average number of enquiries per employee have scope to increase the volume of business they do. This would seem to be particularly the case for Edinburgh and Forth Valley where the service has not penetrated into the local economy as deeply as it has elsewhere. 

The Mix of Gateway Enquiries

3.17
When the distribution of Gateway enquiries over the 3 Levels is analysed the 12 Gateways fall into 4 distinct groups (Table 3.1):-

· Pyramidal, where there are most Level 1 enquiries, fewer Level 2 and even fewer Level 3
. This model  accounts for 4 Gateways;

· The Flat Pyramid (Lanarkshire) where over 80% of enquiries were Level 1, giving a far more skewed distribution than the earlier category;   

· The Obese Pyramid, where over half of enquiries were Level 2
 (6 Gateways); and

· The Tall Pyramid (Glasgow) which is unique in that it is the only Gateway having more than 10% of its enquiries at Level 3 (11%).
3.18
A number of possible explanations for these differing distributions were explored statistically, including the size breakdown of workplaces and the industrial mix in the Gateway areas. None offered even a partial explanation.

3.19
Accordingly what drove the mix of enquiries was explored in the interviews with Gateway managers. Three factors emerged:-

· The classifications of enquiries by Gateway staff, with there being differing interpretations of the definitions  between individual Gateways and between Gateways and SEN (see Paragraph 3.14);  

· The possibility that some Business Information services had marketed themselves   more effectively than had others, especially to staff within the Network. This might have resulted in more higher level enquiries being generated; and

· Glasgow’s responsibility for delivering a Scotland-wide Business Information service for the food and drink sector. This would seem to be responsible for Glasgow having 11% of enquiries at Level 3.   

Business Information - Conclusions

3.20
Analysis of Business Information enquiries with a view to finding some explanation for the varying volumes of business across the network found that the    single most significant factor was the number of employees, although this was closely correlated with the number of workplaces. 

3.21
Given this, an alternative approach is to look at deviations from the Network “average” for enquiries per employee. When looked at in this way it can be seen that some Gateways seem to over-perform and others under-perform. It might be that this information could be used to specify minimum levels of service in terms of the total number of enquiries, and the numbers at each level, that a contractor would be expected to deliver. A more sophisticated model would factor in the number of employees to such an equation.

Start-ups - Volumes

3.22
In 2004/05 the 12 Gateways were involved in setting up 9,180 businesses. What percentage of total business starts this represented is hard to know. For example, over this time in the 12 Gateway areas, there were:-

· 10,745 registrations for Value Added Tax; and

· 18,734 business starts that opened bank accounts with the 4 Scottish Clearing banks
.

3.23
The last of these 2 figures is taken as being more likely to represent the total number of business starts
, given that it is not based solely on company turnover.   Accordingly Gateway seems to be dealing with, on average, 50% of business starts. The Gateways can be classed into 4 groups according to the percentage of start-ups they accounted for in 2004/05, with the total number of starts per Gateway area being taken from the Scottish Clearing banks’ figures:-

· Borders, where Gateway accounted for 34% of starts in the area;

· The 6 Gateways that accounted for between 41% and 48% of start-ups (Forth Valley, Glasgow, Grampian, Lanarkshire, Renfrewshire and Tayside);

· Four that accounted for 52% to 58% (Dumfries and Galloway, Edinburgh, Fife and Ayrshire); and

· Dunbartonshire that accounted for 67%. 

3.24
If there is any lesson coming from these figures it may be that those Gateways that are dealing with less than 50% of starts may have growth potential. This does, however, assume that the objective is to produce start-up volume rather than go for greater targeting of starts that have growth potential.

Start-ups – Periodicity

3.25
Analysis of the 2004-05 start up figures shows that they exhibit marked periodicity (Table 3.5). Thus:-

· Start ups peak in Spring (March and April which account  for 25% of the start ups in the year)
;

· There is then a fall over the summer months;

· A new peak is reached in October-November (17% of the year’s starts);

· A fall in December; and

· A new, albeit smaller, peak in January and February (18% of starts).

Individual Gateways roughly follow this pattern, although there are some deviations which may reflect local factors and local marketing initiatives. Generally the pattern would seem to be what one would expect.

Start-ups – Survival Rates

3.26
The 3 year Gateway volume starts survival rate
 averages 55% across the 12 Gateways and ranges from 36% in Dumfries and Galloway to 76% in Grampian
. Comparators for VAT registered businesses are not available for the same dates, but the Scottish 3 year VAT survival rate for businesses registering in 1999 was 65% and ranged, in the Scottish Enterprise area, from 58% in Glasgow to 73% in Dumfries and Galloway.

TABLE 3.5


Start up Periodicity- 2004/05
	Month
	Total Scottish Enterprise area starts
	Deviation from Scottish Enterprise area monthly average1

	April
	1,132
	1.49

	May
	648
	0.85

	June
	668
	0.88

	July
	507
	0.67

	August
	588
	0.77

	September
	573
	0.75

	October
	845
	1.11

	November
	725
	0.95

	December
	634
	0.83

	January
	816
	1.07

	February
	847
	1.11

	March
	1,157
	1.52

	Monthly average
	762
	1


Note:-

1.
The deviations are calculated by dividing the monthly number of starts by the Scottish Enterprise area monthly average. A figure of 1 indicates that the number of starts in the month is the same as the monthly average in the Enterprise area. Figures above 1 indicate that there were a greater than average number of monthly starts, whilst figures below 1 a less than average number.

3.27
The percentage of non-contacts in the Gateway survival data makes comparisons difficult. However, one can argue that the survival rate for Gateway volume starts is likely to be worse than that for VAT registered businesses as they are  smaller (something borne out by the start up survey, Chapter 6) and therefore potentially less viable. Given this, the Gateway rate looks reasonable, with the caveat that the large number of non-contacts could skew the figures significantly. 

What Influences the Number of Start Ups?

3.28
The Enterprise Network has undertaken a considerable amount of analysis looking at the influences on start-up numbers. It is not the intention to try to replicate this. What we have done is to look at the relationships between the number of start-ups in each Gateway area and a number of other factors that one can hypothesise might influence these. The ones selected are:-

· A number of volume measures, such as population, numbers of employees and workplaces, with the hypothesis being that the numbers of starts are dependent upon the total volume of activity in a local economy; and 

· A number of factors that might reflect entrepreneurial activity such as VAT    registrations, the numbers of self employed and qualification and skill levels. 

Table 3.6 shows the results of a number of regression calculations.

TABLE 3.6

Factors Influencing the Number of Start-ups

	1
	2
	3

	Independent Variable
	Dependent variable – start-up numbers – R2
	Dependent variable – start-up numbers, controlling for population – R2

	Population
	0.898
	N/A

	Number of employees
	0.873
	0.467

	Number of workplaces
	0.898
	0.473

	Number of self employed
	0.198
	0.536

	NVQ41 +
	0.973
	0.867

	SOC 1-32
	0.960
	0.812

	VAT registrations
	0.916
	0.541


Notes:-

1.
National Vocational Qualifications (NVQs) and the Scottish equivalent (SVQs) define particular levels of competency. Level 4 is defined as competences involving the application of knowledge in a broad range of complex, technical or professional work activities.

2. 
The Standard Occupational Classification (SOC) categorises occupations according to a variety of criteria. SOC 1 to 3 covers Managers and Senior Officials, Professional Occupations and Associated Professional and Technical Occupations.

3.29
From the Table it can be seen that:-

· There seem, as column 2 of the Table shows, to be large correlations between the numbers of start-ups and all of the variables with the exception of the numbers of self employed. The largest correlation is with those having qualifications at NVQ Level 4 and above
;

· However, what is evident when the data is examined in detail is the importance of size: for example the greater the population the more start-ups and the more employees the more start-ups. In its turn this means that all of the variables are highly correlated with one another. Accordingly, the correlations were recalculated controlling for the key size determinant: population;

· The final column of the Table shows the recalculated correlation coefficients. What emerges strongly is:-

· The importance of qualifications and status, as measured by NVQs and those in Major Groups 1 to 3 of the Standard Occupational Classification;

· This is then followed by the 2 factors that one might expect to be associated with entrepreneurial activity: self employment and VAT registration; and

· The reduced importance of the size variables such as the number of employees.

3.30
A step-wise multiple regression model was also tested. Only one variable entered: this, NVQs of Level 4 or above. Once again this seems to indicate the importance of education as a driver of business start-ups.

3.31
Is there any relationship between the absolute amount spent by Gateways on the start-up service and the numbers of start-ups? There is, there being a R2 value of 0.743 between the 2 variables, so that expenditure on start-up services accounts for almost three quarters of the variance in the number of start-ups. This implies that the more that is spent on start up support then the more start ups there will be. However, there is an equally strong relationship between start-up spend and qualification levels (NVQ Level 4s and above) across the Gateways. Accordingly, it could be argued that expenditure on business start-ups is not being targeted at those areas where there is market failure. Expenditure shows a strong relationship with areas where a significant proportion of the population have  qualification levels that are likely to mean that they have a greater propensity to set up in business regardless of public support through Gateway or other initiatives.    

3.32
Table 3.7 looks at the qualification levels across the Gateways and the extent to which these deviate from the Enterprise area average. It can be seen that:-

· Four Gateways (Grampian, Renfrewshire, Dunbartonshire and Edinburgh and the Lothians) have above average qualification levels;

· Three (Forth Valley, Tayside and Glasgow) have average levels; and

· The remaining 5 have levels below the Enterprise area average.

TABLE 3.7


Qualifications by Gateway Area
	GATEWAY
	Percentage of population having qualifications at NVQ Level 4 and above  
	Deviation from Scottish Enterprise area average1

	Borders
	15
	0.88

	Dumfries and Galloway
	14
	0.82

	Grampian
	19
	1.12

	Forth Valley
	17
	1

	Renfrewshire
	20
	1.18

	Fife
	16
	0.94

	Tayside
	17
	1

	Ayrshire
	14
	0.82

	Dunbartonshire
	20
	1.18

	Lanarkshire
	14
	0.82

	Edinburgh and the Lothians
	22
	1.29

	Glasgow
	17
	1 

	Scottish Enterprise area average
	17
	1


Note:-

1.
The deviations are calculated by dividing the percentage of the Gateway’s population having NVQs of Level 4 and above by the Scottish Enterprise area average. A figure of 1 indicates that the qualification levels in the Gateway area are the same as the average for the Enterprise area. Figures above 1 indicate that a greater than Enterprise area average percentage of the population has an NVQ of Level 4 or above, whilst   a figure below 1 a less than average percentage.

3.33
If the argument advanced earlier is accepted (Paragraph 3.31) then a case could be made for allocating proportionately more start-up resources to those 5 Gateways (Borders, Dumfries and Galloway, Fife, Ayrshire and Lanarkshire) where qualification levels are below the Enterprise area average.   The reverse argument could also be used: less money is needed in areas such as Edinburgh as there will be a greater tendency for people to start-up in business without public support.  Accordingly expenditure in these areas is likely to show greater levels of deadweight than in those areas where qualifications are not so high
.

What Determines the Resources Allocated to Start-up Support?

3.34
There is a strong relationship between the amount spent on start-up support across the 12 Gateways and a number of size related economic variables as Table 3.8 shows. The strongest relationship is with the numbers of the economically active in each area. Given this, it seems that it is possible to provide a convincing explanation for the geographical distribution of start-up expenditure, albeit that this takes no account of market failure or the deadweight possibilities that were highlighted earlier.  

TABLE 3.8

Factors Influencing Start-up Expenditure

	Independent Variable
	Dependent variable – start-up expenditure – R2

	Total economically active
	0.719

	Number of workplaces
	0.673

	Total population
	0.635

	Number of employees
	0.603


Start-ups - Conclusions

3.35
It seems that Gateway deals with around half of all business starts in Scotland, with the proportions varying between 34% and 67% across individual Gateways. Those Gateways that deal with less than half of the starts in their areas may have potential for growth.

3.36
Although the data is incomplete, the Gateway business survival rate seems to be respectable, given the characteristics of the starts.

3.37
Spending on start ups seems to be driven by size variables, there being, for example,  strong relationships with factors such as the numbers of economically active in an area and the number of workplaces.

3.38
There is a strong relationship between the numbers of start ups and vocational qualifications. There is also a strong relationship between Gateway start up spend and qualifications. Given this, it can be argued that spending start up resources in areas where qualification levels are above average is likely to result in greater deadweight than if these resources were spent in other areas. At the very least this might repay further investigation.   

Recommendations

3.39
On the basis of the above analysis of Business Information and start ups it would seem to be worthwhile thinking about:-

· Using the analysis of Business Information enquiries to specify minimum levels of enquiries at each level that contractors are expected to deliver; and

· Ensuring that start up resources are used in a way that minimises deadweight. One way of doing this might be to allocate proportionally more resources to those Gateway areas where qualification levels are below the Network area average.

4.
Gateway Cost Analysis

Introduction
4.1
The cost information for the 4 core Gateway services was gathered in the following way:-

· A cost template was prepared and distributed to each Gateway;

· Once this had been completed and returned each Gateway was visited and  areas of uncertainty about the information  supplied clarified;

· This information was then used as the basis for 2 presentations to various groups of staff involved in managing the delivery of Gateway. One outcome of this was that questions were raised as to the accuracy of some of the data provided;

· Accordingly all Gateway managers were circulated by email asking for confirmation that the information   provided on such things as staffing levels and the costs of managing the Gateway contract was accurate. As a result of this request a number of changes to the data were made, some of which were quite substantial
; and

· In addition a considerable amount of clarification was sought from individual managers about the details of the information provided. Again, at times, this resulted in substantial changes to the figures originally provided.

4.2
What seems clear, when reflecting on the process, is that when managers were presented with comparative costs or queries were raised with them, they were then stimulated to make changes to the cost estimates already provided. One reason for doing this may have been to bring their costs nearer to what they perceived to be the Network average. In effect there may have been a process of trying to “second guess” the results of the analysis so that the costs for their Gateway did not stand out. Unfortunately we have no way of knowing if this has happened or if the revised data was a more realistic reflection of the resources needed to deliver Gateway services. Given this, the information given in this Chapter needs to be treated as a “best estimate”.

The Cost Data

4.3
The aim of the cost analysis was to collect comparative cost data for what were defined as the 4 “core” Gateway services:-

· Business start-up support;

· Business Information;

· Business Aftercare; and

· Business Growth, excluding High Growth.

4.4
Once the data collection exercise got underway it became apparent that data for the last 2 of these “core” services was often difficult to compare across the Gateways as the services were interpreted differently. For example:-

· Aftercare was seen as monitoring in some Gateways, involving the use of a call centre to contact start ups to see if they were still trading. Others took a more pro-active stance, providing additional support if monitoring identified  a need; and

· Business Growth services were interpreted permissively, with the services a company could expect to receive under this heading varying across the Network. The boundaries between what Gateway and LEC staff delivered in terms of Growth services also varied so that in some areas Gateway contract staff were delivering services that in other areas were offered by LEC staff. 

4.5
Given these variations, it is difficult to look at the different efficiencies of Gateways in delivering these 2 services, as like is not being compared with like. These variations in effect mean that it is misleading to describe Aftercare and Business Growth as Gateway “core” services. Despite this, we have undertaken analyses of costs. However, these tend to concentrate upon the unit costs paid to contractors rather than the comparisons of the cost efficiencies of different Gateways.

4.6
One consequence of this is that the accuracy and comparability of the data tends to be most robust for Start-ups and Business Information.  

4.7
In deriving cost data the aim has been to try to identify the real costs of service delivery. Accordingly, as well as the direct costs of delivery, we have also tried to obtain:-

· The direct costs that are in addition to salary, in particular the costs of National Insurance and pensions. Where a contractor is paid an overall fee these have not been disaggregated. However, they are needed to provide  accurate costs of   Gateway contract management by the LEC and for  LEC delivery of the Business Information service which occurs in a number of instances;

· The costs of accommodating staff. In some instance these costs were included in the value of the Gateway contract and were not identified separately. However, as with salary oncosts,  they were needed for Gateway services that were delivered by the LEC (Business Information) and to add to the costs of contract management, given that accommodation is a “real” cost that needs to be factored into the cost comparisons; and

· The staff costs to the LEC of managing the contract.

We start by looking at the salary oncosts
.

Salary Oncosts

4.8
Using information provided by Scottish Enterprise we have assumed that the additional costs of National Insurance and pensions of employing someone within the Network are 27% of gross salary costs
.  

Accommodation Costs

4.9
For those contracts and services  where Gateway services are provided from the contractors own premises no estimate of accommodation costs has been made as these are assumed to be included within the overall price paid to the contractor.

4.10
Costs calculations for the other contracts and services that are provided by LECs and contract management, have been difficult for a number of reasons:-

· Only 4 Gateways provided the information that was sought; 

· Some of the information was partial, in that it included only part of the costs of accommodation, for example it did not include maintenance or utilities; and

· At least one Gateway (Fife) operates from premises that the LEC owns and therefore no rent is paid.

4.11
Despite these difficulties we have tried to calculate a per capita cost of accommodation based on:-

· Rent;

· Rates;

· Building structure insurance;

· Utilities; and

· Maintenance.

4.12
In calculating the final 3 factors, based on Scottish Enterprise’s cost for running Atlantic Quay, we have assumed that:-

· The cost of insurance is 4% of   the combined rent and rates bill;  

· The cost of utilities are 11% of  the combined rent and rates; and

· The cost of maintenance and cleaning is 35% of combined rent and rates.

Overall it is therefore assumed that these 3 additional items amount to some 50% of combined rent and rates.

4.13
Table 4.1 shows   the costs of accommodating a member of staff (based on the 5 items listed in Paragraph 4.11) for Atlantic Quay and 4 LECs. It can be seen that these vary from £3,260 (Fife) to £7,476 (Renfrewshire). The mean is £4,606. Given the assumptions made this is a very approximate figure. In particular the assumptions made about SE Fife’s office rental may be far too low whilst the Atlantic Quay oncosts may be atypical of the Network generally.   

TABLE 4.1

Enterprise Network Per Capita Accommodation Costs




	Accommodation Cost Centre
	Per capita accommodation cost

	Atlantic Quay1
	£3,674

	SE Dumfries and Galloway2
	£3,475

	SE Dunbartonshire3
	£5,144

	SE Fife4
	£3,260

	SE Renfrewshire5
	£7,476

	Average
	£4,606


Note:-

1.
This figure is based on annual costs of rent, rates, insurance, utilities and maintenance/cleaning of £2,043,000 and the design capacity of Atlantic Quay for 556 staff.

2.
This is based on a total rent, rates and utilities bill of £125,000 for a building that houses 50 staff, a per capita cost of £2,500. Adding insurance, maintenance and cleaning gives   £3,475.

3.
This is based on Scottish Enterprise Dunbartonshire’s estimate of the cost of rent and rates being £3,429 per head. Adding the other oncosts gives a figure of £5,144.

4.
This is based in the rates figure of £147,807. As the building is owned by SE Fife we have assumed that the market rental would be at least equivalent to this. We have then added the 50% oncosts and divided by the number of staff based in Kingdom House (136). This gives the per capita figure of £3,260.

5.
This is based on a total rent and rates bill of £368,626 for a building that houses 74 staff. This gives a per capita average of £4,981 which rises to £7,472 when the oncosts are added.

4.14
We therefore propose to use the average per capita accommodation figure of £4,606 when calculating:-

· The costs incurred by the Network in managing the Gateway contracts; and

· The costs of delivering Business Information services for those LECs where this is done in-house.

Contract Management Costs

4.15
Each Gateway manager was asked to estimate the costs to the LEC of managing the contract. Table 4.2 gives the details for each contract. The key findings are that:-

· The estimated numbers of staff involved in contract management range from 0.8 Full Time Equivalent (FTEs) to 2.7; and

· Total contract management costs (including salaries, salary oncosts and accommodation costs (based on the £4,606 figure given in Paragraph 4.14) range from £44,606 in Grampian to £144,000 in Lothian.

The extent to which these variations can be explained in terms of the size and complexity of the contract is something that is explored more fully below.

TABLE 4.2


Contract Management Cost Details
	Gateway
	Full time equivalent contract management staff1 
	Staff management costs (including salary oncosts)
	Accommodation Costs

(£4,606 per FTE staff member)
	Total Management Costs

	Borders
	1.3
	£60,000
	£5,988
	£65,988

	Dumfries and Galloway
	1.4
	£54,356
	£6,448
	£60,804

	Grampian
	1 
	£40,000
	£4,606
	£44,606

	Forth Valley
	0.9
	£43,815
	£4,145
	£47,960

	Renfrewshire
	2.5
	£105,000
	£11,515
	£116,515

	Fife
	1.1
	£70,000
	£5,067
	£75,067

	Tayside
	2
	£101,600
	£9,212
	£110,812

	Ayrshire
	1.5
	£60,000
	£6,909
	£66,909

	Dunbartonshire
	1.65
	£68,781
	£7,600
	£76,381

	Lanarkshire
	2.3
	£90,000
	£10,594
	£100,594

	Lothian
	2.7
	£132,000
	£12,436
	£144,436

	Glasgow
	0.8
	£44,903
	£3,685
	£48,588


Note:-

1.
The number of staff involved in contract management was either provided by the Gateway managers or was estimated based on the contract management cost.

4.16
Having outlined the details of contract management we will now look at the details of the individual contracts.  

Management Cost Variations

4.17
Table 4.2 looked at the costs of managing the Gateway contracts. Using the number of delivery staff (Table 2.2) as a surrogate for the contract complexity we have explored the relationship between contract management costs and staff numbers, with staff numbers being the independent variable, costs the dependent. Graph 4.1 shows this relationship. The linear R2 value is 0.050, whereas the R2 value for a cubic relationship is 0.149. Examination of the plotted observed values shows why this is the case:-

· The Glasgow Gateway (in the bottom right of the graph) has management costs that are far lower than would be predicted given the number of staff delivering the contract; and

· Two other Gateways (Forth Valley and Grampian) (in the bottom centre of the graph) have management costs that are again lower than would be predicted given their staff numbers.

4.18
Accordingly the regression equations were recalculated, first removing Glasgow and secondly removing the other 2 “outliers”. The results are shown in Table 4.3. It can be seen that as the outliers are excluded then the “explanation” increases and the differences between the R2 values for the linear and cubic relationships narrow. The plot for the 9 Gateways is shown in Graph 4.2.

GRAPH 4.1
The Relationship between Staff Numbers and Contract Management 
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TABLE 4.3


            Regression Coefficients  



Relationship Between Gateway Staff Numbers (Independent variable)  



and Contract Management Costs (dependent)

	
	R2
	R2

	
	Linear
	Cubic

	12 Gateways
	0.050
	0.149

	11 Gateways (excluding Glasgow)
	0.362
	0.522

	9 Gateways (excluding Glasgow, Grampian and Forth Valley)
	0.737
	0.751


GRAPH 4.2
The Relationship between Staff Numbers and Contract Management 





Costs – 9 Gateways

[image: image4.emf]160000.00 140000.00 120000.00 100000.00 80000.00 60000.00 60.00 50.00 40.00 30.00 20.00 10.00 Number of delivery staff Cubic Linear Observed Cost of managing the contract


 4.19
So what can we conclude about the costs of managing the Gateway contracts? Assuming that staff numbers are an accurate surrogate for the complexity of the contract then it seems that:-

· For most Gateways there is a strong (and statistically significant (0.01 level)) linear relationship between management costs and Gateway staff numbers. Thus the more staff the greater the costs involved in contract management; and
· Three Gateways (Glasgow, Grampian and Forth Valley) have management costs that are quite far removed from the “norm”, as Table 4.4 shows. Glasgow, in particular, has per capita management costs that are around a quarter of the Network’s average. To what extent this reflects management efficiencies, data errors or other factors is unclear
.       
 TABLE 4.4

             Average Contract Management Costs
	Gateway
	Management costs per delivery staff member
	Percentage of   the Network average ((£2,658)

	Glasgow
	£747
	 28%

	Forth Valley
	£1,476
	 55%

	Grampian
	£1,487
	 56%


 4.20
The calculations for the 9 Gateways can be used to give a simple predictive linear regression model using the formula:-

y = a + bx
where:- 

y =   the contract management cost;

a =   the intercept (46,595), that is the value of y where the regression line crosses the y axis; 

b = the regression coefficient (1,698); and

x = the numbers of staff.

Using this formula it is possible to predict management costs for a defined number of delivery staff. Thus for 30 staff the predicted management costs are:-

y = 46,595 + (1,698 X 30)

y = £97,535 +/- £16,259 at the 0.05 significance level,

4.21
It might be that this simple predictive model could be used to calculate contract management costs when the new contract is rolled out. At the very least it gives a baseline against which any intended efficiency savings could be measured.

Gateway Core Service Costs

4.22
Having looked at management costs we will now focus upon the costs of delivering the “core” Gateway services. Table 4.5 summarises the cost information, excluding contract management costs. As the footnotes make clear we have tried to ensure that the costs for the individual Gateways are comparing like with like. As such the costs may not be the same as those supplied initially by Gateway managers. The reasons for any differences are, however, made clear in the footnotes.

4.23
As was made clear earlier (Paragraph 4.4) we have some reservations about the figures supplied for Aftercare and Business Growth. We feel that the data is often very suspect and there are likely to be considerable differences between Gateways as to what is included, despite the circulation of definitions on more than one occasion. Given this, we feel that the data for Start-ups and Business Information is robust, that for the other 2 services far less so. Indeed some Gateways appear to do very little in the way of Aftercare. Given this, the focus on the core costs analysis is upon the first 2 services. However, in order to make sense of the cost distributions across services, we have included the costs of Aftercare and Growth in some of the tabulations. When interpreting these, the reservations outlined here need to be borne in mind. 
4.24
Table 4.6 looks at the cost information (excluding management costs) in more detail. From the Table it can be seen that:-

· The total costs of providing the 4 core services across the Network are just over £12 million and range from £428,000 in Forth Valley to £1.8 million in Glasgow;

· The percentage of total costs spent on start ups averages 58%, ranging from 37% in Borders to 84% in Dumfries and Galloway;

· Business Information costs average 16%, ranging from 9% in Lanarkshire to 36% in Tayside;

· Aftercare, for the Gateways that provided this information, ranges from 4% of total costs in Edinburgh and the Lothians to 31% in Forth Valley; and

· Growth costs average 16%, ranging from 3% in Edinburgh and the Lothians to 38% each in Borders and Lanarkshire.

In interpreting these costs variations the caveats in Paragraph 4.23 need to be borne in mind especially as they relate to the Aftercare and Growth costs. Having given an overview of costs we will now look at the unit costs, concentrating upon start-ups and Business Information.

TABLE 4.5


Gateway Core Service Cost Breakdown 

	1
	2
	3
	4
	5
	6

	Gateway
	  Start up costs
	 Business Information costs
	 Aftercare costs
	 Business Growth costs
	TOTAL

	Borders1
	£200,000
	£134,750
	Included in start-up costs
	£208,500
	£543,250

	Dumfries and Galloway2
	£390,000
	£75,720  
	Included in start-up costs
	Included in Growth contract
	£465,720

	Grampian3
	£783,840
	£216,532
	£195,960
	£190,000
	£1,386,332

	Forth Valley4
	£185,000
	£92,158  
	£135,000
	£16,620
	£428,778

	Renfrewshire5
	£730,000
	£230,030  
	£280,000
	£60,000
	£1,300,030

	Fife6
	£579,173  
	£147,286  
	£56,914  
	£206,200  
	£989,669

	Tayside7
	£396,041
	£296,979
	£40,624
	£91,373
	£825,017

	Ayrshire
	£456,000
	£67,000
	Included in start-ups costs
	£209,000
	£732,000

	Dunbartonshire
	£305,900
	£113,400
	£91,000
	£25,000
	£535,300

	Lanarkshire
	£700,000
	£115,000
	Limited support given
	£500,000
	£1,315,000

	Edinburgh and the Lothians8
	£1,428,745
	£209,471
	£70,000
	£60,000
	£1,768,216

	Glasgow9
	£916,092  
	£222,719
	£322,438  
	£432,806  
	£1,894,055

	TOTAL
	£7,070,791
	£1,921,045
	£1,191,936
	£1,999,499
	£12,183,275


Notes:-

1.
A total of £75,000 (£45,000 contractor’s management costs and £30,000 rental costs) have been apportioned across the services on a pro rata basis. 

2.
Salary oncosts were added to the gross salaries of the Business Information staff.

3.
In 2004-05 the start-up and aftercare costs were not separated out. In 2005-06 they were split    80:20. This ratio has been applied to the 2004-05 figures to obtain the split shown here.

4.
The Business Information costs have been increased by the addition of office costs (3 staff X £4,606).

5.
The Business Information costs have been increased by the addition of office costs (5 staff X £4,606).

6.
A total of £448,574 (£23,000 for the rental of 4 office spokes, £100,000 spent on event promotion, £192,000 spent by the contractor on management and a notional office rental figure of £133,574  (29 staff X £4,606))   have been apportioned across the services on a pro data basis.

7.
A total of £289,000 (£225,000 office rental and £64,000 reception costs) has been apportioned across the services on a pro rata basis.

8.
The Business Information costs have been increased by the addition of office costs (6 staff X £4,606).

9.
A total of £562,942 (£243,293 office rental, £231,222 contractor management costs, £77,719 reception staff and £10,708 local events and promotion) has been apportioned across the services on a pro rata basis.

TABLE 4.6

Gateway Percentage Core Service Cost Breakdown 

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Gateway
	  Start up costs
	% of total core costs
	 Business Information costs
	% of total core costs
	 Aftercare costs
	% of total core costs
	 Business Growth costs
	% of total core costs
	Total core costs

	Borders 
	£200,000
	37
	£134,750
	25
	Included in start-up costs
	-
	£208,500
	38
	£543,250

	Dumfries and Galloway 
	£390,000
	84
	£75,720  
	16
	Included in start-up costs
	-
	Included in Growth contract
	-
	£465,720

	Grampian 
	£783,840
	56
	£216,532
	16
	£195,960
	14
	£190,000
	14
	£1,386,332

	Forth Valley 
	£185,000
	43
	£92,158  
	22
	£135,000
	31
	£16,620
	4
	£428,778

	Renfrewshire 
	£730,000
	55
	£230,030  
	18
	£280,000
	22
	£60,000
	5
	£1,300,030

	Fife 
	£579,173  
	58
	£147,286  
	15
	£56,914  
	6
	£206,200  
	21 
	£989,669

	Tayside 
	£396,041
	48
	£296,979
	36
	£40,624
	5
	£91,373
	11
	£825,017

	Ayrshire
	£456,000
	62
	£67,000
	9
	Included in start-ups costs
	-
	£209,000
	29
	£732,000

	Dunbartonshire
	£305,900
	57
	£113,400
	21
	£91,000
	17
	£25,000
	5
	£535,300

	Lanarkshire
	£700,000
	53
	£115,000
	9
	Limited support given
	-
	£500,000
	38
	£1,315,000

	Edinburgh and the Lothians 
	£1,428,745
	81
	£209,471
	12
	£70,000
	4
	£60,000
	3
	£1,768,216

	Glasgow 
	£916,092  
	48
	£222,719
	12
	£322,438  
	17
	£432,806  
	23
	£1,894,055

	TOTAL/
AVERAGE
	£7,070,791
	58
	£1,921,045
	16
	£1,191,936
	10
	£1,999,499
	16
	£12,183,275


Unit Costs for Business Starts  

4.25
In calculating the unit costs of a start up each Gateway’s contract management costs have been apportioned on the basis of the percentage of core service costs that the start-up costs account for, as shown in Table 4.6
.  The resultant figure has then been divided by the number of start ups in 2004/05 to get a cost per start-up figure (Table 4.7).

4.26
The unit costs will include (in some cases) a profit or surplus element to the contractor. We have not teased this out as currently this is an integral part of   contract costs. It may, however, have an impact upon the unit cost figures as some contractors may be more commercial than others, in that some are private companies, whereas others are companies limited by guarantee and are therefore not profit distributing.  

4.27
Table 4.7 looks at the start up unit costs, which range from £366 to £1,490, averaging £831. The Gateways fall into 5 groups:-

· Forth Valley at £366 per start up is the cheapest of the Gateways;    

· 2 (Dunbartonshire and Tayside) where the unit costs are between £600 and £700;

· 2 (Lanarkshire and Ayrshire) with costs of around £750-£760;

· 4 (Edinburgh and Lothian, Glasgow, Grampian and Fife) where a start up costs between £800 and £900; and

· 3 (Borders, Dumfries and Galloway and Renfrewshire) that have unit costs ranging from £1,128 to £1,490.   

TABLE 4.7
 Start Up Unit Costs – Gateways Ranked from Cheapest to Most 





      Expensive
	1
	2
	3
	4
	5
	6
	7

	Gateway
	Total contract management costs
	Start ups share of contract management   costs (%)

(Column 3, Table 4.6)
	Start ups share of contract management   costs (£) 

(Column 2 X 3 / 100)
	Total Start up costs 

 (start up costs (Table 4.6, Column 2)) plus share of contact management costs (column 3) 
	Total starts 2004/05
	Unit cost

(Column 5/6)

	Forth Valley
	£47,960
	43  
	£20,623
	£205,623
	562
	£366

	Dunbartonshire
	£76,381
	57  
	£43,537
	£349,437
	549
	£636

	Tayside
	£110,812
	48 
	£53,190
	£449,231
	681
	£660

	Lanarkshire
	£100,594
	53  
	£53,315
	£753,315
	1,000
	£753

	Ayrshire
	£66,909
	62  
	£41,484
	£497,484
	651
	£764

	Edinburgh and the Lothians
	£144,436
	81  
	£116,993
	£1,545,738
	1,924
	£803

	Glasgow
	£48,588
	48 
	£23,322
	£939,414
	1,115
	£843

	Grampian
	£44,606
	56
	£24,979
	£808,819
	920
	£879

	Fife
	£75,067
	58  
	£43,539
	£622,712
	693
	£899

	Borders
	£65,988
	37  
	£24,416
	£224,416
	199
	£1,128

	Renfrewshire
	£116,515
	55  
	£64,083
	£794,083
	590
	£1,346

	Dumfries and Galloway
	£60,804
	84  
	£51,075
	£441,075
	296
	£1,490

	TOTAL/AVERAGE
	 £958,660
	 59
	 £560,556
	£7,631,347
	9,180 
	£831 


Note:

1.
The columns may not equate to the total/averages due to rounding errors.

4.28
Table 4.4 highlighted the fact that 3 Gateways have contract management costs   below the Network average. If the equation for calculating contract management costs (Paragraph 4.20) is used then revised unit start up costs (that may be more realistic) can be calculated. The results are shown in Table 4.8. It can be seen that:-

· Forth Valley’s unit cost increases by 11% but it still remains the cheapest by a large margin;

· Glasgow’s unit cost increases by 6% but its relative position in Table 4.8 remains the same; and

· Grampian’s cost increases by 4% which means that it now becomes more expensive than Fife, although the difference is slight.

Overall, even when alternative contract management costs are factored in, they have minimal impact on the Gateways’ start up cost profiles.

TABLE 4.8

Revised Start Up Costs for Gateways with Lower than 





Average Contract Management Costs
	1
	2
	3
	4
	5
	6
	7

	Gateway
	Revised contract management cost

(see formula in Paragraph 4.20)
	Start ups share of contract management   costs (%)
	Start ups share of contract management   costs (£) 

(Column 2 X 3 / 100)
	Total Start up costs

(Column 4 plus Column 2 Table 4.6)
	Total starts 2004/05
	Revised

Unit cost

(Column 5/6)

	Forth Valley
	£101,780
	43  
	£43,765
	£228,765
	562
	£407

	Glasgow
	£156,965
	48
	£75,432
	£991,524
	1,115
	£889

	Grampian
	£97,535
	56
	£54,620
	£838,460
	920
	£911 


4.29 
Table 4.7 shows that start up costs vary considerably between Gateways. A number of hypotheses can be formulated that might explain these cost variations. These include:-

· Population density, with areas with lower densities having higher costs (the rural premium);

· Higher costs resulting in improved  survival rates;

· Socio-economic structures resulting in higher costs, so that in those areas with high levels of   deprivation start up costs are higher; and

· Economies of scale, with unit costs being lower in Gateways having a greater number of starts.

4.30
All of these hypotheses were tested using a variety of regression models and variables. Table 4.9 shows the linear and cubic R2 values for those variables that provided the “best” explanations of variance in start up costs.  What can be seen is that:-

· The linear regression explanations are generally poor, with the exception of the VAT registered business survival rate; and

· Cubic regressions generally show a far better explanation. However, as with all curve fitting, the difficulty is providing a simple explanation of what the relationship is showing. Graph 4.3 shows the relationship between start up costs and the VAT registered business survival rate. What this would seem to show is that there is a strong relationship between start up costs and the survival rate, but that as costs rise so the improvement in the survival rate begins to level off: that is diminishing returns begin to set in. 

4.31
To see if it was possible to get a “better” explanation of start up costs, 3 of the 5 variables shown in Table 4.9 (excluding population density and the Gateway survival rate both of which added little to the explanation) were input into a multiple regression model. An R2 value of 0.503 resulted. 

TABLE 4.9


R2 Values for Linear and Cubic Regression
	Independent Variable
	Dependent variable – start up costs – R2

	
	Linear 
	Cubic

	Population density
	0.002
	0.002

	3 year Gateway survival rate
	0.001
	0.109

	3 year VAT registered business survival rate
	0.273
	0.449

	Percentage of population living in the worst 20% data zones
	0.022
	0.134

	Total Gateway start-ups
	0.087
	0.295


Note:

1.
The dependent variable is Gateway start up costs.

 GRAPH 4.3
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4.32
Given this it would seem that:-

· The variations in the costs of start-ups are not totally random but can be explained in terms of:-

· The percentage of a Gateway area’s population living within the worst 20% of data zones, indicating that where levels of deprivation are higher then Gateways may find it harder (and more expensive) to persuade residents to go into business;  

· The total number of start ups, which may be evidence of economies of scale; and

· The 3 year VAT registered business survival rate. This might indicate that the more that is spent on start up support then the greater the probability that businesses will survive.

However, it needs to be stressed that the key explanatory variable is the VAT survival rate which provides almost half of the “explanation”. As was mentioned earlier (Paragraph 3.23) Gateway seems to be dealing with around half of all business starts, by no means all of which, as the start up survey shows (Chapter 6), are VAT registered. There is also a time difference between the VAT and the start up data as they relate to different years. However, if we assume that the relative spending patterns between Gateways have been reasonably constant over time then it could be argued that the more that is spent upon start ups then the greater the probability  that they will survive;  and

· Around 50% of the variations in start up spending patterns are not explained by the explanatory data. It may be that this represents such things as varying levels of efficiency and historical cost structures that bear little relationship to the true costs of delivering a start-up.

4.33
Assuming that the costs of a start reflect a normal statistical distribution then we can say that overall 68% of Gateway starts will cost between £520 and £1,142, that is +/- 1 Standard Deviation (£311) from the average cost of £831.

Start-up Unit Cost Comparisons

4.34
How realistic are these figures? The main Network-wide comparative piece of work is that undertaken in 2002 by Second City
. This study is hedged around with a variety of caveats. These mainly arise from the fact that Second City analysed the data but did not collect it. Given this, the consultants argued that the figures should be treated as an initial benchmark, against which to measure future assessments.

4.35
The calculations that Second City undertook showed that:-

· The average cost to the Network of a start-up in 2001/02 was £1,400; and

· There was an 80% probability that costs ranged from £1,000 to £1,600.

4.36
There is a small overlap between these costs and the costs we have calculated. However, our average cost is considerably lower. Second City claim that the 2001/02 costs represented a 16.4% reduction on the previous year. If this annual rate of reduction was applied to the intervening years (2002/03, 2003/04 and 2004/05) then the resultant average cost is £818. This is very close to the average we have calculated (£831). Whether this is coincidence is hard to know. Yet between 2001/02 and 2004/05 there have been major changes in the delivery of start-up services, specifically the move from Small Business Gateway to Business Gateway. It is also the case that the amount that contractors are paid for each start-up (which does not include LEC management and office overheads but does include some element of profit or surplus) is not too dissimilar to the average we have calculated. For example:-

· Two Gateways pay their contractors £500 per start-up;

· Two pay £650;

· One pays £700; and

· One pays £620 or £1,200 if the start-up is aspirational.

4.37
Given this we feel our average cost seems validated by other data. It does, however, need to be remembered that this is the cost to the Network of a start-up that takes no account of:-

· Survival rates;

· Start-up size;

· The sector being traded in (which may impact upon displacement and the multiplier impact); nor 

· Other support that some start-ups may receive from   public and private sectors sources.

Unit Costs for Business Information

4.38
It is more difficult to work out the unit costs for Business Information as contracts do not differentiate between Levels when paying the contractor. Some even pay a flat fee per enquiry regardless of Level.

4.39
Despite this, some Gateways (Borders, Dunbartonshire, Glasgow, Grampian and Tayside) made an attempt to identify either:-

· The differing costs incurred in  dealing with each Level; or 

· The different amounts of time spent dealing with each Level.

However, although some cost estimates were given, when these costs were multiplied by the numbers of enquiries dealt with at each Level in 2004/05 the total did not equate to the total cost of providing the Business Information service. Indeed in one instance it exceeded it by over 80%. 

4.40
Accordingly the approach we have taken to work out the costs of servicing each Level of enquiry is as follows:-

· For each Gateway the ratios (based either on money or time) between each Level have been worked out, with Level 1 being equated to unity (Table 4.10);

· These  ratios have then been averaged across the 5 Gateways for each Level (Table 4.10, Column 7);

· The averages have been multiplied by the total number of actual enquiries dealt with at each Level in the 5 Gateways in 2004/05. In effect this process weights each Level according to the differing amounts of money or time that have to be spent dealing with them. The weighted figures for each level have then been totalled (Table 4.11);

· The total cost of providing the Business Information service in these 5 Gateways was then calculated (£1,069,777
)  and divided by the total weighted volume of enquiries (from Table 4.11). This gives the unit costs of servicing one   Business Information enquiry, in effect the cost of servicing a Level 1 enquiry
; and

· The costs of servicing the other 2 Levels were then calculated by multiplying the Level 1 cost by the average ratios shown in Table 4.10.  The resultant costs at each Level are shown in Table 4.12 (Column 4).
TABLE 4.10
Ratios Between Cost and/or Time Spent Dealing with Business            

Information Enquiries at the Different Levels
	1
	2
	3
	4
	5
	6
	7

	
	 Gateway 1
	Gateway 2
	Gateway 3
	Gateway 4
	Gateway 5
	Average

	Level 1
	1
	1
	1
	1
	1
	1

	Level 2
	4
	3
	2.6
	2.4
	0.98
	2.6

	Level 3
	7.5
	8
	4.6
	5.2
	10.8
	7.2


TABLE 4.11

Total Business Information Enquiries and Ratio Weightings
	1
	2
	3
	4

	Level
	Total enquiries at each level
	Average ratio

(from Table 4.10)
	Multiply ratio by volume of enquiries

(Column 3 X 4)

	Level 1
	19,186
	1
	19,186

	Level 2
	18,718
	2.6
	48,667

	Level 3
	2,993
	7.2
	21,550

	TOTAL 
	40,897  
	
	89,403


TABLE 4.12

Unit Costs for Servicing Different Levels of Enquiries
	1
	2
	3
	4

	
	Ratio Weighting
	Unit Cost for Level 1
	Average Servicing Cost 

 (Column 2 X 3)

	Level 1
	1
	£11.97
	£11.97

	Level 2
	2.6
	£11.97
	£31.12

	Level 3
	7.2
	£11.97
	£86.18


4.41
It needs to be stressed that these are averages. There will always be examples of enquiries that cost far more. However, in the nature of averages, these will be balanced by ones, at every Level, that cost far less.

4.42
Assuming a normal distribution of enquiries then we can then say that for:-  

· Level 1 enquiries  68%   will cost between £7.90 and £16.04;

· Level 2,  68%   will cost between £20.54 and £41.70; and

· Level 3, 68%   will cost between £56.88 and £115.48

Business Aftercare and Business Growth

4.43
The point was made earlier that Aftercare and Growth are very permissive services being interpreted differently across the Network with little consistency in what is offered. It was also the case that some Gateways did not breakdown Aftercare costs in any detail whilst others included these costs within the start up budget. These variations make comparisons across the Network impossible. Accordingly we concentrate in this section on identifying some themes and examining the costs paid to contractors for delivering specific products.

4.44
One of the main differences within the Network seems to be between those Gateways who see Aftercare as being essentially monitoring and those who see it as a more pro-active service. Those who interpret it as monitoring will typically subcontract to a call centre operation such as the Fife based Abtel which undertakes monitoring for at least 4 Gateways (Edinburgh and the Lothians, Fife, Glasgow and Tayside). Those   who are more pro active (including some who also use Abtel) will typically leave the exact nature of the aftercare provided to business advisers.

4.45
In terms of specific products:-

· The amount paid to a contractor for undertaking a 9 month SIRIUS Review varied between £125 and £343 with an average (based on 5 Gateways) of £256;

· The amount paid for undertaking a SIRIUS Business Development Review (BDR) ranged from £200 to £875 and averaged £373 (for 9 Gateways)
; and

· SIRIUS Health Check contractors’ fees range from £60 to £350, averaging (for 11 Gateways) £191.

4.46
Given the inconsistencies in approach and local variations that characterise Aftercare we feel that to go any further than the average costs would be misleading. However, given that as far as we are aware SIRIUS products should be consistent across the Network, the variations in costs are difficult to explain. Indeed one contractor (AST) delivers the Gateway contract in 3 areas and seems to be paid a higher fee in one area (Ayrshire) for delivering the same product
.

4.47
Given this there may be scope for reducing the amount spent on such Aftercare and Growth products as BDRs and Healthchecks, possibly to the Network average.

Delivery Structure Impact

4.48
Chapter 2 looked at the different delivery structures in place across the Network (Table 2.2). Is there any evidence that these structures have any impact upon the effectiveness and efficiency of service delivery? Table 4.13 looks at a variety of relationships using the number of contractors as the independent variable
. What can be seen is that:-

· The number of contractors has a very slight relationship with the cost of a business start up;

· There is a stronger relationship with the number of start ups. However, this is mainly caused by Edinburgh and the Lothians which has the greatest number of starts as well as the largest number of contractors. If this is taken out of the equation then the relationship disappears
;

· There is a very slight relationship between the number of contractors and the start up survival rate; and

· There is a stronger relationship with the contact management costs. To some extent this is to be expected. For example, the more contractors that are to be managed then the greater one would expect the management costs to be. The relationship is even stronger when modelled as a cubic relationship (Graph 4.4). This would seem to imply that there is an initial management cost threshold. Once this is overcome then management costs fall (on a per contractor basis). However, there is then an increase in costs as the numbers of contractors increase and, one assumes, the complexity of management also increases. 

TABLE 4.13
 Relationship between the number of Contractors (independent 


variable) and Measures of Gateway Effectiveness and Efficiency
	Independent variable
	Linear
	Cubic

	Cost of a business start
	0.026
	0.243

	Number of Gateway start ups
	0.504
	0.669

	Gateway start up survival rate
	0.060 
	0.132

	Contract management cost
	0.379
	 0.827


4.49
In the light of this is it possible to draw any definitive conclusions about the impact of delivery structures? There seems to be very little relationship with measures of effectiveness, such as start up survival rates, nor with efficiency measures such as the average costs of start ups.   The only relationship that there does seem to be is with contract management costs, with costs rising as the number of contractors increases, although not in a perfect linear way (as Paragraph 4.49 makes clear).

GRAPH 4.4

The Relationship Between Contract Management Costs and 





the Number of Contractors
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4.51
What this means for the development of the new contract is not immediately apparent, beyond the rather obvious statement that the more contractors there are then the greater the contract management costs that will be incurred.

Conclusions

4.52
Assembling the cost information for the Gateway products has been a tortuous process. Even now it may be that the information is still inconsistent between individual Gateways. It is also the case that, rather than there being 4, there are essentially 2 “core” Gateway products: start ups and Business Information. Aftercare and Business Growth are very inconsistent in the way they are interpreted and delivered across the Network. As such it is a misnomer to see them as being “core” products in the way that the other 2 are. 

4.53
Whilst there are considerable cost variations across the Network, the various analyses undertaken indicate that generally these are not totally random. For example:-

· Although there are major variations in contract management costs there is a relationship between these costs and the numbers of staff who deliver the Gateway contracts. Assuming that staff numbers are a  surrogate for contract complexity then this is a logical relationship; and

· Although the percentage of costs allocated to different services across the Gateways varies it seems that there is a reasonably strong relationship between the unit cost of a start up and the VAT registered business survival rate and other factors such as deprivation and start up numbers.

4.54
Although much of the analysis in this Chapter contains information that the client needs to take a view on we do feel that it is possible to highlight some recommendations that might be of use in when the Gateway contract is tendered in 2007,  in particular:-

· There is a reasonably strong relationship between contract management costs and the number of delivery staff. Accordingly this relationship could be used to calculate the expected management costs for any new contractual relationship;

· There is a relationship between the VAT survival rate and the amount spent per unit start up. This should be borne in mind when developing the new contract;

· Unit costs for the various levels of Business Information have been identified, along with margins of error. These can be used to inform the contracting process;   

· Aftercare and Business Growth are not “core” products in the way the other 2 are. The new contract would be an opportunity to define these and to specify minimum levels of service across the Network; and

· There is a relationship between the number of contactors and the cost of contract management.

4.55
Having looked at the delivery structures and cost profiles for Gateway we will now turn to consider what impact this has on economic activity. The starting point in Chapter 5 is to summarise the survey results.

5.
The Summary Survey Results  
Introduction
5.1
This Report summarises the results of a survey of 2,006 Business Gateway clients across the 12 Gateways in the Scottish Enterprise area. Details of the survey methodology are given in Appendix 1.  To make the Chapter more readable the tabulations are contained in Appendix 2.

5.2
The survey sample was derived from data bases for the 4 Gateway “core” services:  Business Start Up; Business Information; Business Growth; and Business Aftercare. However, we have some doubts as to how self contained these data bases are. For example, it seems that many of those who received start up support were also business information clients whilst a substantial percentage of those on the Aftercare data base had received start up support. Given this, it may be that respondents were giving their opinions on the total package of Gateway support received rather than the support through a specific “core” service.

5.3  
One consequence of this is that the extent to which the impact of the individual “core” services (rather than the Gateway package as a whole) can be separately assessed is, at best, debatable. Despite this Chapters 6, 7, 8 and 9 give the detailed survey results for each of the separate services.

Who are Gateway’s Customers?

5.4
Gateway’s customers are:-

· Primarily sole traders (45%) and private limited companies (28%) (Table A2.1);

· Young or pre-start businesses. Thus when contact was first made with Gateway 702 were not trading (35%) and 780 (39%) had been trading for less than 3 years;

· Small in terms of:-

· The numbers of employees, with almost three quarters having 3 or less employees (Table A2.2); and

· Annual turnovers, with 56% having annual turnovers of less than £60,000. However, 16% have turnovers in excess of £500,000 (Table A2.3);

· 
Not registered for Value Added Tax (VAT) which is not surprising given annual turnovers. Only  46% are VAT  registered;

· 
Mainly involved in a variety of service sector activities. For example 22% are involved in Renting, Real Estate and Business Activities, 19% Wholesale and Retailing and 17% Community Social and Personal Services. Only 8% were involved in manufacturing (Table A2.4); and

· Largely serving local markets, with 62% seeing their main competitors as being within the same town or local authority area (Table A2.5).

Accessing Gateway

5.5
The main way that customers had first heard about Gateway was through friends and relatives (35%), followed by seeing press or billboard advertisements (27%). Referrals accounted for 29% of responses. These were from a variety of organisations and individuals, although   local enterprise companies dominated (Table A2.6).

5.6
Gateway was overwhelmingly accessed through face-to-face contact with an adviser (80%). Limited use was made of the website (2%), although it has to be stressed that this question asked for the “main” way that Gateway was contacted (Table A2.7).

Reasons for Contacting Gateway

5.7
The main reason that Gateway had been contacted was to obtain help and support to set up a business (55% of respondents) (Table A2.8). That this is such a high percentage reflects on the individual data bases not being “clean” (see Paragraph 1.2 above).

5.8
The main category of advice and support wanted from Gateway was finance which in total accounted for 34% of responses. However, the single type of support cited most often was start up which accounted for 19% of responses and was cited by 37% of respondents. Marketing and market research were the next most cited items (15% of responses in total) (Table A2.9).

5.9
Satisfaction ratings with the service provided were generally good, with 36% rating Gateway as being “Very Effective” and 39% “Effective”. However 10% rated it as being “Poor” or Very Poor” (Table A2.10).

5.10
The positive reasons for respondents being satisfied with Gateway were as they were provided with the information they needed (51%) and this information was of good quality (Table A2.11). The negative reasons tended to be the reverse: Gateway was no help (24%), it was irrelevant (19%) and was unable to provide what was needed (19%) (Table A2.12).

The Gateway Website

5.11
Of the 2,006 respondents 33% (654) had made use of the Gateway web site. The main ways they first became aware of the site were through:-

· Gateway literature (43%);

· A web search (29%); and

· By being referred to it by a business adviser (20%).

5.12
For 110 respondents (17% of web users) the web was used in preference to having face to face contact with an adviser. The main reasons for this were that this was said to be quicker and it could be used outwith office hours (Table A2.13).

5.13  
The information that was wanted through the web site was varied. However, 22% of responses wanted information on business start ups; 13% on sourcing; 10% on Funding; and 9% on Grant Aid. Overall financial information of various types accounted for 25% of responses (Table A2.14). Generally web users wanted very similar types of information to that wanted by those who used traditional means of accessing Gateway.

5.14
Users generally felt that the web site had been effective in providing them with the information they needed, with 66% feeling that it was either “Very Effective” or “Effective” (Table A2.15).

5.15
In terms of features that it was felt were missing from the site 9% of respondents (57) identified something, whilst 19% (124) felt that the site could be developed further.  Of those who gave details 23% wanted more direct contact details, followed by 12% who wanted better search facilities and those who wanted some means of interacting with other users and more sector specific information (11% and 10% respectively),  (Table A2.16).

5.16
Users were asked if they would like to see self teaching diagnostic business tools added to the site. Of the 612 respondents 27% were very interested and 40% interested (A2.17).

Alternative Sources of Business Support

5.17
Respondents were asked if they would have known who to approach for business advice and support if they had not gone through Gateway. Of the 2,006 respondents:-

· 26% would have known who to approach;

· 59% would Not; and

· 15% Did Not Know.

5.18
The main sources that would have been approached were Accountants, Enterprise Trusts and Banks (all 15% of responses) followed by friends and relatives (12%) (Table A2.18).

5.19
Of the 2,006 respondents 18% had recently made use of business advisers other than Gateway. The sources most frequently cited were Accountants (26%) followed by the Banks and Enterprise Trusts (18% and 17% of responses respectively) (Table A2.19).

5.20
Of the 354 who had made use of other advisers 37% stated that they had had to pay for their services.

5.21
When asked to compare the quality of the service provided by these other advisers to that provided by Gateway 50% said it was the same. However, 44% rated the other advisers as either “Better” or “Far Better” than Gateway. (Table A2.20)

Paying for Services

5.22
When asked if they would be willing to pay for the services provided by Gateway 26% said “Yes”. Of those who were able to indicate the amount they would be willing to pay 58% said less than £20 an hour (Tables A2.21 and A2.22).
5.23
Those who had known who else to approach for support (Paragraph 2.13) were asked if they would be willing to pay for this support. Of the 518 who responded to this question:-

· 27% said they would have been willing to pay;

· 47% said No;

· 14% said Possibly; and

· 12% Did not Know.

Referrals

5.24
Of the 2,006 respondents 627 (31%) had been referred to other advisers by Gateway. Enterprise Trusts were cited by 21% followed by banks (15%) and local authorities and local enterprise companies (each 13%) (Table A2.23).

5.25
Although 20% of those referred did not follow this up generally the referral agencies were able to provide the advice and support the clients needed (Table A2.24). 

5.26
These services were also generally provided at no charge with only 9% stating that they had to pay for the services provided by the referral agency (Table A2.25).

Using Gateway Again

5.27
Most respondents (83%) indicated that they would be willing to use Gateway again. However, 10% would not. (Table A2.26).  

5.28
Those who would use Gateway again would prefer to have face-to-face contact with an adviser (71%). However, 14% and 13% respectively gave their preferred means of contact as being telephone or online (Table A2.27).

Gateway’s Impact

5.29
Of the 2,006 respondents 46% stated that Gateway had impacted upon their business. Of these 97% stated that this impact had been positive (Tables A2.28 and A2.29).

5.30
When assessing this impact 18% stated that it had been “Vital” to their business, 29% “Very Important” and 34% “Important” (Table A2.30).

5.31
The types of specific impact were varied and covered both qualitative things (being able to do things better (23% of responses)) and quantitative things (increasing sales (13% of responses)). On average respondents were identifying 2 impacts (Table A2.31).

5.32
 In order to estimate the net impact of Gateway on job creation and safeguarding and sales a variety of calculations were undertaken based on a number of assumptions. Chapter 10 looks at the methodology in some detail.  Table 5.1 summarises the results by core service, taking account of additionality, displacement and multipliers. It can be seen that:-

· The greatest impact appears to come from Business Growth; and

· Although Business Information accounts for the smallest number of jobs created or safeguarded it seems to account for a disproportionate amount of sales.
However, it does need to be borne in mind that those who appeared on the   data bases for the various core services rarely seemed to have received support through a single service.  The only possible exception to this is start ups, where, as Chapter 6 shows, 73% of respondents had either started thinking about setting up a business or had begun planning.
TABLE 5.1

Net Economic Impact of the Gateway Core Services per 1,000 






Starts/Assists

	Impact
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Jobs
	153
	132
	514 
	269

	Sales 
	£2,081,746
	£4,939,122
	£13,328,703
	£4,437,568


5.33
For the start up service it is possible to gross up the impact per 1,000 start up figure to come to an overall view on Gateway’s impact. Thus in 2004/05 there were 9,180 business starts through Gateway. Accordingly it can be claimed that Gateway’s total net impact on start ups in 2004/05 was to create 1,405 jobs and to create sales of £19.11 million
. 

5.34
It is less easy to gross up the per 1,000 figures for the 3 other services as it is difficult to determine exactly the total volume of activity in a meaningful way.

5.35
Having outlined the main summary findings we will now look at the results in detail for each of the “core” services. 
6.
Survey Results - Business Start-Ups

Introduction

6.1
For the start-up survey 500 responses were achieved. Appendix 1 Table A.4 shows the achieved responses by Gateway for   this survey. This is not a perfect match with the original sampling frame, reflecting   the quality of the data supplied. In some areas it was difficult to obtain the required number of responses within the timescale. Accordingly other areas (for example the larger Gateways by volume of business) were oversampled.

6.2
The remainder of this Chapter outlines the key results from the business start-up survey.

Business Characteristics

6.3
The key characteristics of the start-up business contacts were that they were:-

· Mainly sole traders (69%) followed by private limited companies (21%);

· Overwhelmingly small in terms of:-

· The number of people working in the business, with 64% having 1 person and 20% 2 or 3. Only 10 businesses had more than 10 people, with 2 of these employing more than 100 (106 and 140). Eight percent did not have any staff, mainly as they were not yet trading;

· Turnover. Of the 213 who responded to this question 66% had   turnovers of less than £20,000 a year and 14% between £20,000 and £40,000. However, 10% had turnovers in excess of £100,000;

· Not registered for Value Added Tax (74%) (the current threshold for which is £58,000). Given their size characteristics this is unsurprising; and

· Mainly trading locally (within the same town, 43% and the same local council area 26%). Overall, 12% estimated that their main competitors were elsewhere in the United Kingdom or overseas. Given this, displacement through Gateway business starts seems likely to be high.

6.4
Table 6.1 looks at the sectors that the start ups are trading in or intend to trade in. As might be expected the service sector dominates, especially business activities (for example management training, programming and letting property), personal services such as child minding (22 respondents) and hairdressing (9 respondents) and retailing (such as a grocers, selling collectable items and bicycles). In total these 3 sectors account for 60% of all start ups. Manufacturing accounts for 6% in such varied businesses as making specialised seating for commercial and private vehicles and sub-sea equipment. Twenty one businesses were classed as “creative industries”, for example internet service providers and website designers. The dominance of the service sector would seem to reflect the earlier conclusion (Paragraph 6.3) that displacement is likely to be high.

TABLE 6.1
      Sectors in which Start-Ups are Trading or Intend to Trade
	Sector
	Number of Respondents
	Percentage of Respondents

	Real estate, renting and business activities
	110
	21

	Community, social and personal services
	104
	21

	Wholesale/retail
	88
	18

	Construction
	31
	6

	Manufacturing
	28
	6

	Hotels and restaurants
	25
	5

	Transport, storage and communications
	24
	5

	Repairs (vehicles and household goods)
	22
	4

	Creative industries
	21
	4

	Primary
	14
	3

	Other1
	33
	7

	TOTAL
	500
	100


N=500

Note:-

1.
Other includes: Health and Social Work (16 respondents), Education (11) and Finance (6).

Accessing Gateway

6.5
The main way that the respondents had heard about Gateway was through friends or relatives (35%), followed by having seen a press or billboard advertisement (21%) and having come across Business Gateway when doing a web site search (8%). The balance was made up of a large number of ways, none of which accounted for more than 4% of responses. Only one interviewee had used Gateway before, which is to be expected given that they were supposed to be start ups. 

6.6
Gateway was overwhelmingly accessed through face-to-face contact (78% of respondents). This was followed by telephone contact with an adviser (10%) and group contact with an adviser (6%). Limited use was made of the Gateway website (2% of respondents).
  

Business Development Stage

6.7
When contact was first made with Gateway (in 2004/05) the interviewees were at various stages in their businesses’ development:-

· 45% were thinking about setting up in business;

· 28% had started planning to set up their business;

· 16% had begun to set up; and

· 11% were trading.

6.8
At the time the interviews were undertaken (in mid 2005) business status had changed considerably, with 88% now trading and 7% having begun to set up.

Reasons for Contacting Gateway

6.9
The main reason for contacting Gateway (63%) was to obtain information on how to start a business. This was followed by wanting to get information to help an existing business (16%). That not all contacts were start-ups may reflect flaws in the data base.  

6.10
Table 6.2 looks at the business information and support needs and the clients’ assessment of the services provided by Gateway on their business. Overall 88% of respondents felt that the support given was either Important (62%) or Vital (26%). The services that stand out from the Table are:-

· The Young Person’s Grant (Vital to 44% of respondents); and

· Financial Planning (Vital to 37%).

TABLE 6.2
Types of Information and Support Requested from Gateway and 

 

Clients’ Assessment of Its Impact on the Business

	Information/support
	Number of responses
	 Unimportant
	Important
	Vital

	
	
	Percentage of respondents (row percentages)

	Developing the business idea
	253
	10
	65
	25

	Financial planning
	233
	11
	52
	37

	Marketing/market research
	197
	12
	70
	18

	Bookkeeping
	148
	11
	59
	30

	Raising finance
	146
	12
	55
	33

	Legislation and regulation
	143
	12
	57
	31

	PAYE/VAT
	121
	15
	59
	26

	Young persons start-up grant
	97
	11
	44
	44

	Promotion
	90
	9
	71
	20

	E-business
	62
	19
	63
	18

	Selling 
	58
	12
	67
	21

	Presentation skills
	47
	17
	60
	23

	Employing staff
	46
	24
	57
	20

	Distribution
	45
	11
	78
	11

	Property
	39
	10
	64
	26

	Negotiating skills
	37
	22
	57
	22

	Other1
	141
	N/A
	N/A
	N/A

	TOTAL/AVERAGE2
	1,903
	12
	62
	26


N=500

Note:-

1.
The “Other” category included: general start-up advice (24%); information on grants (18%);   general advice (7%); and help developing a business plan (6%).  

2.
In calculating the average percentage the denominator was 1,762 (1,903 total responses minus the 141 “Other” responses). 

6.11
Respondents were asked how effective they felt Gateway had been. As Table 6.3 shows 80% felt it was Very Effective or Effective.

TABLE 6.3


Satisfaction Ratings with Gateway Services

	Satisfaction Rating
	Number of Respondents
	Percentage of Respondents

	Very Effective  
	238
	48

	Effective
	160
	32

	Mixed
	52
	10

	Poor
	25
	5

	Very Poor
	25
	5

	TOTAL
	500
	100


N = 500

. 

6.12
The reasons for these Positive and Negative views are shown in Tables 6.4 and 6.5. The main positive reason was that people were provided with the information and support that they needed. The main negative reason was the reverse of this: that the information was felt to be irrelevant. However, the failure to provide follow up for some respondents does seem to be a cause for concern.

TABLE 6.4

Reasons for the Gateway Service being given a Positive Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Provided with the information and support that was needed
	306
	74

	The Advisers were knowledgeable
	43
	10

	Got funding or grant advice
	25
	6

	Pointed me in the right direction
	18
	4

	Gave me confidence
	16
	4

	Gave me ideas
	6
	1

	Helped with the business plan
	5
	1

	TOTAL
	419
	100


N = 327

TABLE 6.5

Reasons for the Gateway Service being given a Negative Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Information was irrelevant
	35
	39

	No follow up
	26
	30

	No help at all
	15
	17

	Already knew what was told
	12
	14

	TOTAL
	88
	100


N = 41

The Gateway Website

6.13
Of the 500 respondents, 40% had accessed the Gateway website. They had first become aware of the site:-

· Through a web search (34%);

· After being referred to it by an adviser (33%);

· Through Gateway literature (24%); and

· By word of mouth (9%).

6.14
For 20% of those who had accessed the site (39 respondents) this was in preference to either using the telephone or having face to face contact with a Gateway adviser. The main reasons for this were that:-

· The web could be accessed outwith office hours (56% of responses);

· It was felt to be a quicker way of accessing information (56%);

· Information could be accessed at the respondents’ own pace (46%); and

· It was felt to be more efficient than other ways of getting information (39%).

6.15
The information and support that was wanted from the website is shown in Table 6.6, using the classification in the Gateway Manual. The information and support wants of those using the website are very similar to use accessing Gateway by other means. The only exception to this was Sourcing, for which greater use was made of the website (17% of respondents as against 8% for all users).

TABLE 6.6
Types of Information and Support Wanted from the Gateway Website
	Information/Support
	Number of responses
	Percentage of respondents
	Percentage of responses

	Start-up
	113
	57
	37

	Grant aid
	34
	17
	11

	Sourcing
	33
	17
	10

	Financial
	30
	15
	9

	Funding
	24
	12
	8

	Training
	20
	10
	6

	Market Research
	19
	10
	6

	Premises
	12
	6
	4

	Marketing
	11
	6
	3

	Other1
	20
	10
	6

	TOTAL
	316
	N/A
	100


N=199

Note:-

1.
Other includes: Legal (8 respondents); Employment and Personnel (each 3 respondents); and Admin Equipment, Franchising, Product Development, Tendering, New Product and Patents (each 1 respondent).
6.16
The majority of website users felt that the site had either been Very Effective (26%) in providing the information that was wanted or had been Effective (48%). Only 8% (16 respondents) felt the site was either Poor or Very Poor.
6.17
Those who felt the site was effective gave a variety of reasons for this, including: the quality and usefulness of the information available and the site being easy to use. Those who rated the site poorly tended to say the reverse: the information wanted not being available and the site being hard to use. It may be that these opinions reflect differing experiences of using the internet.

6.18
Respondents tended to be reasonably evenly split as to how interested they were in the site being developed through the addition of such things as self-taught business diagnostic tools. Fifty eight per cent were either Very Interested or Interested with 42% being Slightly or Not Interested At All. Given this it may be that it is worth mounting such tools and seeing what the uptake is.

6.19
Of the 199 respondents to this section of the questionnaire 16 said that the site lacked some features, whilst 36 had ideas for how the site could be developed. Some of these responses related to sector specific information (for example on the publishing trade) which is perhaps not the purpose of the site. However, some of the other suggestions may have merit, for example:-

· A better site map was needed;

· Use should be made of interactive self assessment and teaching tools covering such things as taxation, VAT and cash flow forecasting;

· The site could be used to facilitate networking between start-up businesses and could feature “good practice” case studies;

· The site links could be improved;

· More information would be useful on such things as training providers, Gateway staff contact details and networking events; 

· Businesses should be able to register their wants and follow-up contacts could then be made by e-bulletin; and

· The site should be used to book appointments with advisers and to check their availability.

Alternative Sources of Support

6.20
If Gateway had not been used, two thirds of the respondents (65%) would not have known who else to approach for support. This would seem to indicate Gateway is meeting a market failure in that a large proportion of would be start-ups would, in Gateway’s absence, have difficulty in obtaining the advice and support they needed.

6.21
Of the 150 who would have known who else to approach for advice and support:-

· Banks and accountants were both cited by 38% of respondents;

· Friends and family would have been used by 28%;

· Lawyers, enterprise trusts and private business advisers would each have been used by around 20%; and

· Trade associations and local authorities would each have been used by 14%.

6.22
Of the 500 interviewees, 89 (18%) had recently made use of business advisers other than Business Gateway. Of these:-

· 28% had used an accountant;

· 20% a bank;

· 11% a private business adviser;

· 9% an enterprise trust;

· 8% had used a lawyer; and

· The remainder had made use of a variety of sources including local authorities, trade associations and the job centre.

Over a third had to pay for this service (37%).

6.23
Interestingly 38% of the 89 felt that the service provided was the same as provided by Gateway and 10% felt that it was Worse or Far Worse. However, 47% claimed that it was either Better or Far Better.  

Paying for Services

6.24
Respondents were then asked if they would be willing to pay for the services provided by Gateway. Of the 428 who responded to this question:-

· 28% said they would;

· 40% said “Possibly”; and

· 32% said no.

6.25
Of those saying that they either would be willing to pay, or might possibly be willing, to pay and were able to place a figure on the amount (241 respondents):-

· 45% said they would be willing to pay less than £10 an hour;

· 44% between £10 and £20;

· 9% between £20 and £40; and

· 2% between £40 and £60.

6.26
Given this, and the fact that some respondents were already paying for business support services (Paragraph 6.22), it may be that there is potential for Gateway to consider charging for some services.

Referrals

6.27
Of the 500 respondents, 32% had been referred by Gateway to other sources of information or support. A total of 160 referrals were identified. These included banks (19% of referrals), local enterprise companies and enterprise trusts (each accounting for 16% of referrals); local authorities (14%); and trade associations, accountants and the Inland Revenue (each 9%). In addition a large number of mainly one-off referrals were identified, for example to an architect, a web developer, a leasing agent, the Prince’s Trust and the local Member of the Scottish Parliament.

6.28
Generally the referrals had resulted in the information needed being provided (68% of respondents). However, 21% did not follow up the referral to the suggested agency.

6.29
For the most part those who followed up the referral did not have to pay for the service provided, with only 10 respondents stating that they had to pay.

Using Gateway Again

6.30
The vast majority of interviewees (83%) would make use of Gateway again. The reasons for this included:-

· That Gateway had helped in the past (41% of respondents);

· For the information and advice that Gateway can provide (26%);

· The quality of the service (11%); and

· The fact that it was free (9%).

6.31
Comments made included:-

“It’s professional”;

“I’d certainly use them again”;

“Because they are personable and make things easy to comprehend”; and

“Business Gateway was very efficient”.

6.32
For those who would use Gateway again the preferred way of access was face-to-face with an adviser (75% of respondents). This was followed by Internet (12%) telephone (10%), and group workshops (2%).

6.33
Of the 62 respondents who stated they would not use Gateway again, the main reasons were as Gateway was said not to have been any help in the past (41% of respondents), followed by the lack of a need and poor information having been given in the past (each 14% of responses). 

6.34
Comments included:-

“They were interested in the beginning but when I went back for further help they did not give me any”;

“It is not really for people like me, over 30”; and

“I would not advise anyone to go anywhere near them”.

6.35
What emerged strongly from the comments was the importance of personal contact in influencing views on Gateway. When people had developed a good relationship with an adviser then this coloured their views. Unfortunately when a good personal relationship had not developed people tended to be far more negative.

Gateway’s Impact

6.36
Respondents were asked how effective Gateway was in providing the information   requested. The majority felt that Gateway was either Very Effective (48%) or Effective (32%). The remainder assessed Gateway as Mixed (10%) or Poor or Very Poor (5% each). Overall then it would seem that that Gateway is meeting the needs of its start up target client group.

6.37
The reasons for Gateway being seen to be effective tended to be unspecific. For example, 48% said it was as they were provided with useful information, whilst 11% said that Gateway provided them with the information they needed. Those who gave details cited such things as Gateway having enabled them to access funding (5%) or having provided help with a business plan (1%).

6.38
Those who were less enthusiastic about Gateway tended to be equally unspecific about the reasons. For example, 7% said the advice was not relevant, whilst 2% said that they already knew what they were told.

6.39
Respondents were then asked if the information or support they had received had impacted upon their business. Of the 500:-

· 56% claimed that it had had an impact. Of these, 99% stated that the impact had been positive;
· 31% stated it had no impact; and
· 13% Did not Know.
6.40
Of those who claimed that Gateway had a positive impact on their business the vast majority, as Table 6.7 shows, felt that this was very significant, with 77% assessing Gateway as being either Important, Very Important or Vital to their business.

TABLE 6.7
The Importance of Gateway’s Support in Enabling Respondents to 





Start Trading
	Impact
	Number of Respondents
	Percentage of Respondents

	VITAL – without Gateway I would not be in business
	64
	23

	VERY IMPORTANT – Without Gateway it would have taken me much longer to set up
	80
	29

	IMPORTANT – without Gateway it would have taken me longer to set up
	69
	25

	NOT VERY IMPORTANT – I would still have started but it might have taken me slightly longer
	38
	14

	NEITHER IMPORTANT NOR UNIMPORTANT – Useful but had no impact on my business


	15
	6

	IRRELEVANT – I would be exactly where I am today even if I had never contacted Gateway
	8
	3

	TOTAL
	274
	100


N=274

6.41
Table 6.8 looks at the specific impacts upon the business as a result of Gateway support. These are varied, covering both qualitative things (such as being able to do things better or quicker) as well as more quantitative, measurable, impacts such as increasing sales and employment.

TABLE 6.8


Specific Impacts as a Result of Gateway Support
	Impact
	Number of Responses
	Percentage of Responses

	Did things better
	90
	26

	Developed sales
	58
	17

	Developed profitability
	56
	16

	Did things quicker
	53
	15

	Developed processes
	47
	14

	Developed products
	24
	7

	Created jobs
	14
	4

	Began to export
	4
	1

	TOTAL
	346
	100


N=274

6.42
Those who had stated that Gateway enabled them to do things better specified such things as improving general business knowledge (37%), help with business planning (12%) and increasing awareness of a variety of things including taxation and market research (10%).

6.43
Of the 58 who stated that Gateway had helped them to increase sales:-

· 75% stated that this was between 0% and 10% of annual turnover;

· 13% between 11% and 20%;

· 5% between 21 and 40%;

· 5% between 41% and 60%; and

· 2% between 61% and 100%.

The total increase in turnover was £340,000, an average of around £6,000.

6.44
Those who felt that Gateway had enabled them to do things quicker said this was as:-

· They obtained a grant or grant advice (38%);

· They were given appropriate advice and help (30%); and

· They were helped with bookkeeping (8%).

6.45
In terms of job creation, 23 respondents answered this question (although only 14 cited this as an impact when asked an earlier impact question (Table 6.8). Job figures were generally small, a total of 31 jobs being credited to Gateway’s interventions.

6.46
Respondents were then asked a general question about their overall assessment of Gateway on their business. This was positive with:-

· 68% claiming that Gateway was either Very Significant or Significant;

· 12% said that it was Neither Significant nor Insignificant; and

· 20% said that it either had Limited Significance (12%) or was Irrelevant (8%).

6.47
When asked to explain their answer to this question, of those who felt that Gateway had been Very Significant or Significant, 70% said that this was as  it had given them appropriate information and advice. Increasing confidence and greater reassurance was also cited by 18%.  Ten respondents said that but for Gateway they would   not be in business, albeit that this is a far lower number that given when respondents were asked a specific question about Gateway’s impact (Table 6.7).

6.48
Those who were less complementary about Gateway’s impact gave a variety of explanations, including, Gateway being unable to help or provide the information needed (41%) or a failure to follow up initial discussions (15%).

6.49
A more detailed assessment of Gateway’s economic impact upon start   is given in Chapter 10.

Conclusions

6.50
Gateway’s start up clients are generally small, in employment and sales terms and are serving local markets, mainly in the service sector. These conclusions are perhaps not surprising.
6.51
However, the main conclusion is that Gateway provides advice, information and support that the recipients feel is Important if not Vital to their businesses. This is done in an efficient way so that the overall assessment of Gateway’s impact on business is either Very Significant or Significant.  A quarter of respondents claimed that without Gateway they would not be in business.           

6.52
Over 80% of respondents would make use of Gateway again. However their preference is for face to face contact (75%) over other means.

6.53
Gateway therefore seems to be having a positive impact on the Scottish economy.  Given that a large proportion of those interviewed would not know who to approach for advice, were Gateway not there, then it seems to be filling a market gap and is creating economic activity that might otherwise not come about or would only come about over a more extended timescale.
7.
Survey Results - Business Information

Introduction

7.1
For the Business Information, survey 500 interviewees were contacted. Appendix 1 Table A4 shows the achieved responses by Gateway for this survey. As with the start up survey this is not a perfect match with the original sampling frame, reflecting the quality of the data supplied. In some areas it was difficult to obtain the required number of responses within the timescale. Accordingly other areas (for example the larger Gateways by volume of business) were oversampled. The remainder of this Chapter outlines the key results from the Business Information survey.

Business Characteristics

7.2
The key characteristics of the 500 Business Information contacts were that they were:-

·  Mainly sole traders (49%), followed by private limited companies (36%) and partnerships (10%). The balance was made up of charities, albeit that this is not a form of company incorporation (5 respondents), public limited companies (2) and one co-operative;

· 26% had been trading for more than 3 years, 41% less than 3 years and 33% were not yet trading;  

· Over a third (43%) had only 1 employee, 25% 2 to 3, and 8% 4 to 5. Four per cent had no employees.  However, although only 12 interviewees (4%) had more than 40 employees, in total they employed 20,820, with one company claiming to have 20,000 employees. Excluding this one the average number of employees for these 11 larger companies was 82;

· Table 7.1 looks at the turnovers of the 127 companies that gave this information. Forty per cent had turnovers of less than £40,000.  However, 13% had turnovers in excess of £1 million;

· Perhaps not surprisingly, only half (50%) were registered for Value Added Tax; and 

· In terms of the location of competitors, and therefore the likely extent of displacement, 37% felt their main competitors were local (that is within the same town) and 20% within the same local authority area. However, 6% saw their main competitors as being overseas and 7% claimed that there was no competition that they were aware of. The balance was either within Scotland (16%) or elsewhere within the United Kingdom (14%).

TABLE 7.1

         Business Information Clients’ Turnovers
	Turnover
	Number
	Percentage

	Under £20,000
	26
	20

	£20 - £40,000
	25
	20

	£40 - £60,000
	5
	4

	£60 - £100,000
	10
	8

	£100 - £500,000
	32
	24

	£500 - £1,000,000
	14
	11

	£1 - £2,000,000
	9
	7

	£2 - £3,000,000
	2
	2

	£3 - £4,000,000
	0
	0

	£4 - £5,000,000
	1
	1

	£5 - £6,000,000
	0
	0

	£6 - £7,000,000
	0
	0

	£7 - £8,000,000
	1
	1

	£8 - £9,000,000
	2
	2

	TOTAL
	127
	100


N=127

7.3
Table 7.2 looks at the sectors that the business information clients are trading in or intend to trade in.  The service sector dominates, in particular business activities, retailing and personal services. However, 7% of respondents were   involved in manufacturing.

TABLE 7.2
      Sectors in which Business Information clients are Trading or 





Intend to Trade
	Sector
	Number of Respondents
	Percentage of Respondents

	Real estate, renting and business activities
	108
	23

	Wholesale/retail
	106
	22

	Community, social and personal services
	74
	15

	Manufacturing
	37
	7

	Health and Social Work
	32
	6

	Hotels and restaurants
	32
	6

	Creative Industries
	24
	5

	Repairs (vehicles and household goods)
	19
	4

	Transport, storage and communications
	16
	3

	Construction
	12
	2

	Finance (insurance)
	11
	2

	Primary
	11
	2

	Education
	10
	2

	Other1
	7
	1

	TOTAL
	499
	100


N=499

Note:-

1.
Other included such comments as “Not sure yet” and “Children orientated – don’t know exactly”.

Accessing Gateway

7.4
The main way that the respondents had heard about Gateway was through friends or relatives (23%), followed by having seen a press or billboard advertisement (22%), referrals (19%, from bodies such as a Local Enterprise Company, Chamber of Commerce, local authority and job centre), seeing a television advertisement (6%), coming across it on the web (5%) and working next door to the Gateway office (4%). The balance was made up of a variety of ways including hearing about Gateway at a conference, through other companies and a radio advertisement.  

7.5
Gateway was overwhelmingly accessed through face-to-face contact (74% of respondents). This was followed by telephone contact with an adviser (17%), group contact with an adviser (4%) and the web site (3%)

Reasons for Contacting Gateway

7.6
The main reason for contacting Gateway (60%) was to obtain information on how to set up a business.  This was followed by information on how to expand an existing business (33%). The balance was made up of a variety of responses, including such things as “general advice” (2%) and funding and training (each 1%).  

7.7
Table 7.3 looks at the clients’ business information and support needs.  What emerges is the importance of start up information
.       This is followed by funding. Together the two account for 42% of all responses.  

TABLE 7.3
Types of Information and Support Requested from Gateway  

	Information/support
	Number of responses
	Percentage of respondents 
	Percentage of responses

	Start up
	161
	32
	 23

	Funding
	133
	27
	19

	Market Research
	86
	17
	12

	Sourcing
	65
	13
	9

	Grant aid
	43
	9
	6

	Financial
	33
	7
	5

	Marketing
	28
	6
	4

	Training
	 27
	5
	4

	General  
	17 
	3
	2

	Legal
	17 
	3
	2

	Premises
	16
	3
	2

	Other1
	88
	18
	12

	TOTAL/AVERAGE
	714
	N/A
	100


N=500

Note:-

1.
The “Other” category included: IT (8 responses); Import/Export and Business Planning (each 7 responses); Franchising (6), Patents (4), Product Development, New Products and Personnel issues (each 3 responses).

7.8
Table 7.4 looks at the effectiveness of Gateway in providing the information and support wanted. Overall 73% of clients rated this as either Effective or Very Effective. However, the concern must be the 10% who gave a rating of Poor or Very Poor.

TABLE 7.4

Satisfaction Ratings With the Gateway Service
	Satisfaction Rating
	Number of respondents
	Percentage of Respondents  

	Very Effective
	168
	34

	Effective
	199
	39

	Mixed
	86
	17

	Poor
	29
	6

	Very Poor
	18
	4

	TOTAL
	500
	100


N=500

7.9
The positive and negative reasons for the given ratings were then explored in further detail (Tables 7.5 and 7.6). In terms of the positive reasons, the main one is that the information and support that was wanted was provided. In terms of specifics, two things were mentioned: funding/grant advice and business plan preparation.

7.10
Perhaps unsurprisingly the negative reasons tended to be the mirror image of the positive: lack of relevant support and information; being unable to get funding; and the quality of the advisers. The lack of follow-up may however be something that should be of concern.TABLE 7.5

Reasons for the Gateway Service being given a Positive Rating 
	Reason
	Number of responses
	Percentage of Responses  

	Provided with the information and support that was needed
	197
	48

	The information and support provided was good, very good or excellent
	149
	36

	The Advisers were knowledgeable
	31
	7

	Got funding or grant advice
	29
	7

	Helped with the business plan
	8
	2

	TOTAL
	 414
	100


N = 350

TABLE 7.6

Reasons for the Gateway Service being given a Negative Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Could not get what was needed
	26
	30

	Did not get the funding
	18
	21

	No follow up
	15
	17

	Provided with very little or no help
	15
	17

	The advisers were not very good
	7
	8

	Information irrelevant
	6
	7

	TOTAL
	 87
	100


N = 48

The Gateway Website

7.11
Of the 500 respondents 36% had accessed the Gateway website. They had first become aware of the site:-

· Through Gateway literature (56%);  

· Through a web search (24%);

· After being referred to it by an adviser (13%); and

· The 7% balance was made up of a variety of ways, including; family, seeing advertisements, seminars and the job centre. One respondent commented that it was “Common sense. I assumed they would have a web site so I typed it in”.

7.12
For   16% of those who had accessed the site (29 respondents), this was in preference to either using the telephone or having face to face contact with a Gateway adviser. The main reasons for this were that:-

· It was felt to be a quicker way of accessing information (72% of respondents);

· The web could be accessed outwith office hours (59%);

· Information could be accessed at the respondents’ own pace (52%);  

· It was felt to be more efficient than other ways of getting information (48%).

· It was anonymous (24%); and

· It was a cheap way of accessing information (17%).

7.13
The information and support wanted from the website is shown in Table 7.7. A fifth of respondents wanted start up information, followed by information on sourcing, funding and market research. These are the same “top four” topics as shown in Table 7.3, which looked at general use of Gateway.

TABLE 7.7
Types of Information and Support Wanted from the Gateway 






Website
	Information/Support
	Number of responses
	Percentage of respondents
	Percentage of responses

	Start up
	38
	21
	20

	Sourcing
	32
	18
	16

	Funding
	23
	13
	11

	Market Research
	21
	12
	10

	Training
	20
	11
	10

	Grant aid
	13
	7
	6

	Legal 
	13
	7
	6

	Marketing
	6
	3
	3

	Financial
	6
	3
	3

	Premises
	4
	2
	2

	Import/Export
	4
	2
	2

	Courses/events
	3
	2
	1

	Franchising
	3
	2
	1

	Other1
	19
	11
	9

	TOTAL
	205
	N/A
	100


N=178

Note:-

1.
Other category includes: Personnel (2 respondents); and Patents, Admin Equipment, Environment, and Product Equipment (1 respondent each). The balance was made up of responses such as “A telephone number” “Networking” and “Can’t remember”.

7.14
The majority of website users felt that it had either been Very Effective (12%) in providing the information that was wanted or had been Effective (56%). Only 7% (12 respondents) felt the site was either Poor or Very Poor.

7.15
Those who felt the site was effective gave 2 main reasons for this: they were able to access the information that they wanted (88%); and the site was easy to use (12%).  Those who were less positive tended to give the reverse reasons: the site did not provide the information they wanted (46%) and it was difficult to navigate (31%). Six respondents also felt that the information on the site was too basic for their needs.  However 28 (17%) of the168 who answered this question stated that they were “Just browsing”. 

7.16
In terms of site features that were felt to be missing, 8% (14 respondents) identified something, whilst 16% (29 respondents) identified ways in which they felt the site could be developed. The main things identified were:-  

· Direct contact details, for example telephone numbers and data bases of businesses (9 respondents); 

· Improved site guidance and search facilities (9);

· More information on finance and grants (5);

· Business plan templates (4);

· Specific information on such things as taxation and advertising (4); and

· Good practice case studies (2).

The key thing that emerges from the responses is a demand for a web site that will allow people to do things for themselves, without having to go through an intermediary.

7.17
There was a reasonable amount of interest (64% being Interested or Very Interested) in seeing the site developed through the addition of such things as self taught diagnostic tools.  
Alternative Sources of Support

7.18
If Gateway had not been used, over half of the respondents who answered this question (73% of the 388) would not have known who else to approach for support. This would seem to indicate that Gateway is meeting a market failure in that a large proportion of clients would, in Gateway’s absence, have difficulty in obtaining the advice and support they needed.

7.19
Of the 104 who would have known who else to approach for advice and support:-

· The internet accounted for 22% of responses;

· Enterprise trusts accounted for 17%;

· Friends and relatives 10%;

· Trade associations 7%

· Local authorities 6%;

· Banks, accountants and private business advisers each  accounted for 5%;  

· The balance was accounted for by such sources as lawyers and libraries (each 4%), chambers of commerce (2%) and the job centre (1%).

7.20
A fifth of respondents indicated that they would be willing to pay for such advice and support (23%) whilst another 8% indicated that they would possibly be willing to pay.

7.21
Of the 500 interviewees, 73 (15%) had recently made use of business advisers other than Business Gateway. Of these:-

· 24% had used a private business adviser;

· 17% an accountant;

· 13% had used an enterprise trust;

· 9% a bank;

· 8% a local council;

· 7% lawyers;

· 3% a trade association; and

· The remainder was made up of a variety of sources including friends and family (2%) and a number of “one offs”.

Almost a third (33%) had to pay for this service.

7.22
The majority of those who had used other advisers (58%) felt that the service provided was the same as provided by Gateway. However, perhaps worryingly, 37% felt it was either Better or Far Better. Only 5.5% felt the service provided was worse.

Paying for Services

7.23
Respondents were then asked if they would be willing to pay for the services provided by Gateway. Of the 461 who responded to this question:-

· 22% said they would;

· 37% said “Possibly”; and

· 41% said no.

7.24
Of those saying that they either would be willing, or might possibly be willing, to pay and were able to place a figure on the amount (167 respondents):-

· 40% said they would be willing to pay less than £10 an hour;

· 34% between £10 and £20;

· 19% between £20 and £40;  and

· 7% between £40 and £60.

7.25
Given this, and the fact that some respondents were already paying for business support services (Paragraph 7.21), it may be that there is potential for Gateway to consider charging for some services.

Referrals

7.26
Of the 500 respondents 30% had been referred by Gateway to other sources of information or support. A total of 138 referrals were identified. These included enterprise trusts (21% of referrals); local authorities   (12%); Local Enterprise Companies (11%); banks (10%); Trade Associations (9%); private business advisers (7%); accountants (5%); and lawyers (4%). The balance was made up of such bodies as the Inland Revenue, the Prince’s Trust, job centres, chambers of commerce and the Women into Enterprise network.  

7.27
Generally the referrals had resulted in the information needed being provided (64% of respondents). However, 24% did not follow up the referral to the suggested agency.

7.28
For the most part those who followed up the referral did not have to pay for the information provided, with only 18 respondents (12%) stating that they had to pay.

Using Gateway Again

7.29
The vast majority of respondents would make use of Gateway again (83%). Only 8% said they would not make use of it whilst 9% indicated that they possibly would. Of those who would make use of Gateway again the main specific reasons given were that;-

· Gateway had been helpful in the past, having provided the information and support wanted (55%);

· The professionalism of the service (13%);  

· The fact that it was free (3%); and

· The balance was made up of such reasons as: saving time, Gateway being a local resource and to access funding.

7.30
Those who would not make use of Gateway again gave a variety of reasons. For example: Gateway not being able to provide information that was sufficiently specific, the lack of follow up,  a failure to obtain a grant, general unhelpfulness and lack of useful support.

7.31
The preferred options for accessing Gateway in the future were:-

· Face to face with an adviser (65%);

· Telephone (18%);

· On line (15%); and

· The 2% balance covered group workshops and a “mixture of ways”.

Gateway’s Impact

7.32
Respondents were then asked if the information or support they had received had impacted upon their business. Of the 500:-

· 31% claimed that it had had an impact. Of these, 91% stated that the impact had been positive;
· 26% stated it had no impact; and
· 43% Did not Know.
7.33
The 14 respondents who claimed that Gateway had had a negative impact upon their business were generally unable to specify why this was the case. The reason cited most often was that Gateway had not provided information in sufficient time so that there had been delays in setting up and developing the business. The second most cited reason was that Gateway was not sufficiently interested in supporting “real” businesses. The frustrations felt by this group can be seen from 2 quotations:-

“Gateway inspired me to show them that I can do it without help”; and

“They are more interested in one-man window cleaning companies than serious businessmen”.

7.34
Of those who claimed that Gateway had a positive impact on their business the vast majority, as Table 7.8 shows, felt that this was quite significant, with 74% assessing Gateway as being either Important, Very Important or Vital to their business.

TABLE 7.8
The Importance of Gateway’s Support in Enabling Respondents to 





Start Trading
	Impact
	Number of Respondents
	Percentage of Respondents

	VITAL – without Gateway I would not be in business
	19
	14

	VERY IMPORTANT – Without Gateway my business would have faced major problems or would not have been able to grow
	53
	38

	IMPORTANT – without Gateway  my business would have faced   problems and   have had difficulties growing  
	49
	35

	NOT VERY IMPORTANT – I would still be trading but might have faced some small problems  
	14
	10

	NEITHER IMPORTANT NOR UNIMPORTANT – Useful but had no impact on my business


	2
	1

	IRRELEVANT – I would be exactly where I am today even if I had never contacted Gateway
	3
	2

	TOTAL
	140
	100


N=140

7.35
Table 7.9 looks at the specific impacts upon the business as a result of Gateway support. These are varied, covering both qualitative things (such as being able to do things better or quicker) as well as more quantitative, measurable, impacts such as increasing sales and employment.

TABLE 7.9


Specific Impacts as a Result of Gateway Support
	Impact
	Number of Responses
	Percentage of Respondents
	Percentage of Responses

	Did things better
	82
	47
	28

	Started trading
	55
	31
	19

	Increased sales
	51
	29
	17

	Developed new processes
	25
	14
	9

	Did things quicker
	23
	13
	8

	Employed more people/safeguard jobs  
	21
	12
	7

	Increased profitability
	19
	11
	7

	Exporting (began or increased)
	9
	5
	3

	Developed new products
	7
	4
	2

	TOTAL
	292
	N/A
	100


N=175

7.36
Those who stated that Gateway enabled them to do things better specified such things as:  being generally able to do things better (35%); bookkeeping and accounts (20%); advertising (18%); and start up information (8%).

7.37
Of the 51 who stated that Gateway had helped them to increase sales:-  

· 82% (42) stated that this was between 0% and 10% of annual turnover;

· 8% (4) between 11% and 20%;

· 6% (3)  between 21 and 40%; and

· 4% (2) between 41% and 60%.

The total increase in sales ascribed to Gateway’s interventions was £762,500.

7.38
Those who felt that Gateway had enabled them to do things quicker were generally unable to specify anything. Of the few who did specify something, marketing and market research, contacts and help approaching buyers were mentioned.

7.39
In terms of job safeguarding or creation, 21 respondents answered this question. A total of 36 jobs were said to have been safeguarded or created as a result of Gateway’s interventions.  

7.40
Respondents were then asked a general question about their overall assessment of Gateway on their business. Generally this was positive with:-

· 61% claiming that Gateway was either Very Significant or Significant;

· 6% said that it was Neither Significant nor Insignificant; and

· 33% said that it either had Limited Significance (20%) or was Irrelevant (13%).

7.41
When asked to explain their answer to this question, of those who felt that Gateway had been Very Significant or Significant 57% said that this was as it had given them appropriate information and advice; 28% said that Gateway had helped to improve the business; 8% said they had got a grant or grant information; and 7% claimed that Gateway had pointed them in the right direction.  

7.42
Those who were less complementary about Gateway’s impact gave a variety of explanations, including: Gateway being unable to help or provide the information needed (66%), being irrelevant (29%); and being insufficiently specialised to be able to support the business (9%).
7.43
Chapter 10 looks in greater detail at the economic impact of the Business Information service, in terms of such things as additionality and displacement.

Conclusions

7.44
Gateway’s Business Information clients are generally established traders, most of whom have turnovers of less than £0.5 million and 5 or less employees. Just over half are primarily serving local markets, mainly in service sector activities.

7.45
However, the main conclusion is that Gateway provides advice, information and support that the recipients feel is Important if not Vital to their businesses. This is done in an efficient way so that the overall assessment of Gateway’s impact on business is either Very Significant or Significant for 61% of respondents.  Almost 14 % claimed that without Gateway they would not be in business.

7.46
Over 80% of respondents would make use of Gateway again. However their preference is for face to face contact (65%), although 15% would make contact through the web.

7.47
Gateway therefore seems to be having a positive impact on the Scottish economy.  Given that a large proportion of those interviewed would not know who to approach for advice, were Gateway not there, then it seems to be filling a market gap and is creating economic activity that might otherwise not come about or would only come about over a more extended timescale.
8.
Survey Results - Business Growth
Introduction
8.1
For the Business Growth survey 501 Gateway clients .were interviewed. Appendix 1, Table A.4 shows the achieved responses by Gateway for this survey. This is not a perfect match with the original sampling frame, reflecting the quality of the data supplied. In some areas it was also difficult to obtain the required number of responses within the timescale. Accordingly other areas (for example the larger Gateways by volume of business) were oversampled.

8.2
The remainder of this report outlines the key results from the Business Growth survey.

Business Characteristics

8.3
The key characteristics of the 501 business growth contacts were that they were:-

·  Mainly private limited companies (46%) followed by sole traders (36%) and partnerships (14%);

· 63% had been trading for more than 3 years, and 36% for less than 3 years. Three contacts were not yet trading;

· A quarter (24%) had only 1 employee, 23% 2 to 3, and 14% 4 to 5. However, although only 12 interviewees had more than 40 employees in total they employed 3,210, with one company having 1,800 employees;

· 68% of the companies were registered for Value Added Tax;

· Table 8.1 looks at the turnovers of the 346 companies that gave this information. It will be seen that around a third had turnovers in the £100,001 to £500,000 range. However 11% have turnovers in excess of £1 million, which is balanced by the 15% with turnovers under £20,000; and

· In terms of the location of competitors, and therefore the likely extent of displacement, 36% felt their main competitors were local (that is within the same town) and 20% within the same local authority area. However, 7% saw their main competitors as being overseas and 5% claimed that there was no competition that they were aware of. The balance was either within Scotland (19%) or elsewhere within the United Kingdom (13%).

TABLE 8.1

         Business Growth Clients’ Turnovers
	Turnover
	Number of Respondents
	Percentage of  Respondents

	Under £20,000
	52
	15

	£20 - £40,000
	36
	10

	£40 - £60,000
	29
	8

	£60 - £100,000
	39
	11

	£100 - £500,000
	107
	32

	£500 - £1,000,000
	46
	13

	£1 - £2,000,000
	14
	4

	£2 - £3,000,000
	12
	4

	£3 - £4,000,000
	5
	1

	£4 - £5,000,000
	3
	1

	£5 - £6,000,000
	3
	1

	TOTAL
	346
	100


N=346

8.4
Table 8.2 looks at the sectors that the business growth clients are trading in or intend to trade in.  The service sector dominates, in particular business activities and retailing. However, 14% of clients were   involved in manufacturing.

TABLE 8.2
      Sectors in which Business Growth clients are Trading or Intend to 






Trade
	Sector
	Number of Respondents
	Percentage of Respondents

	Real estate, renting and business activities
	113
	23

	Wholesale/retail
	91
	18

	Manufacturing
	71
	14

	Community, social and personal services
	61
	12

	Construction
	31
	6

	Hotels and restaurants
	28
	6

	Repairs (vehicles and household goods)
	20
	4

	Primary
	17
	3

	Transport, storage and communications
	15
	3

	Other1
	54
	11

	TOTAL
	501
	100


N=501

Note:-

1.
Other includes: Health and Social Work (19 respondents), Education (15) and Finance (12).

Accessing Gateway

8.5
The main way that the respondents had heard about Gateway was through friends or relatives (24%), followed by having seen a press or billboard advertisement (21%) and a referral from either a Local Enterprise Company (18%) or other agencies such as a local authority, enterprise trust, bank, chamber of commerce or accountant (11% in total). Six per cent had either used Gateway before or were already aware of the service. Coming across Gateway on the web accounted for only 3% of responses.  

8.6
Gateway was overwhelmingly accessed through face-to-face contact (80% of respondents). This was followed by telephone contact with an adviser (16%) and group contact with an adviser (1%). Limited use was made of the Gateway website (1.4% of respondents).
  

Reasons for Contacting Gateway

8.7
The main reason for contacting Gateway (62%) was to obtain information on how to expand an existing business. This was followed by wanting to get information on how to start a business (27%).  The balance was made up of a variety of responses, including such things as “general advice” (4%) and funding (3%).  

8.8
Table 8.3 looks at the clients’ business information and support needs.  What emerges strongly is the importance of financial matters: funding, grant aid or general finance. Together these accounted for 42% of total responses and were cited by over half of the respondents. Interestingly 9% of respondents wanted start up support. Given that 27% said that start up was the main reason for contacting Gateway (Paragraph 8.7),  it may be that this indicates that the data bases from which the sample of clients was drawn (supposedly Business Growth) was flawed.

TABLE 8.3
Types of Information and Support Requested from Gateway  
	Information/support
	Number of responses
	Percentage of respondents 
	Percentage of responses

	Funding
	117
	23
	19

	Grant aid
	86
	17
	14

	Financial
	53
	11
	9

	Market research
	49
	10
	8

	Start up
	44
	9
	7

	Training
	 43
	9
	7

	Marketing
	42
	8
	7

	General  
	38
	8
	6

	Information technology/web
	23
	5
	4

	Premises
	20
	4
	3

	Sourcing
	19
	4
	3

	Business Planning
	16
	3
	3

	Employment  
	10
	2
	2

	Other1
	52
	10
	8

	TOTAL/AVERAGE
	612
	N/A
	100


N=501

Note:-

1.
The “Other” category included: Legal Advice and Product development (each 7 responses); New Products, Exporting, Personnel and Networking (each 5 responses); Importing (3) and Patents and Quality Assurance (each 2 responses);   

8.9
Table 8.4 looks at the effectiveness of Gateway in proving the information and support wanted. Overall 70% of clients rated this as either Effective or Very Effective. The concern must, however, be the 15% who gave a rating of Poor or Very Poor.

TABLE 8.4

Satisfaction Ratings With the Gateway Service
	Satisfaction Rating
	Number of respondents
	Percentage of Respondents  

	Very Effective
	171
	34

	Effective
	180
	36

	Mixed
	77
	15

	Poor
	44
	9

	Very Poor
	29
	6

	TOTAL
	501
	100


N=501

8.10
The positive and negative reasons for the given ratings were then explored in further detail (Tables 8.5 and 8.6). In terms of the positive reasons the main one was that the information and support wanted was provided. In terms of specifics 2 things were mentioned: funding/grant advice and business plan preparation.

8.11
Perhaps unsurprisingly the negative reasons tended to be   mirror images of the positive: lack of relevant support and information; the quality of the advisers; and not being able to obtain the funding that was wanted.

TABLE 8.5

Reasons for the Gateway Service being given a Positive Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Provided with the information and support that was needed
	144
	42

	The information and support provided was good, very good or excellent
	126
	37

	The Advisers were knowledgeable
	38
	11

	Got funding or grant advice
	19
	6

	Could not have done without them
	9
	3

	Helped with the business plan
	5
	1

	TOTAL
	341
	100


N = 322

TABLE 8.6

Reasons for the Gateway Service being given a Negative Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Provided with very little or no help
	65
	56

	The advisers were not very good
	18
	15

	Did not get the funding
	13
	11

	Information irrelevant
	10
	8

	Could not get what was needed
	8
	7

	No follow up
	4
	3

	TOTAL
	118
	100


N = 96

The Gateway Website

8.12
Of the 501 respondents 27% (133) had accessed the Gateway website. They had first become aware of the site:-

· Through Gateway literature (35%);  

· Through a web search (30%);

· After being referred to it by an adviser (24%); and

· The 11% balance was made up of a variety of ways, including through a training programme, referrals from other organisations such as the tourist board and the enterprise network and television.

8.13
For 21% of those who had accessed the site (28 respondents) this was in preference to either using the telephone or having face to face contact with a Gateway adviser. The main reasons for this were that:-

· The web could be accessed outwith office hours (68% of responses);

· It was felt to be more efficient than other ways of getting information (61%);

· It was felt to be a quicker way of accessing information (50%);

· Information could be accessed at the respondents’ own pace (39%);  

· It was a cheap way of accessing information (29%); and

· It was anonymous (21%).

8.14
The information and support that was wanted from the website is shown in Table 8.7. A quarter of respondents claimed that they wanted “general” information. This may imply that they are accessing the web site out of curiosity, rather than out of a desire to find out specific information.  

TABLE 8.7
Types of Information and Support Wanted from the Gateway 







Website
	Information/Support
	Number of responses
	Percentage of respondents
	Percentage of responses

	General
	35
	26
	22

	Grant aid
	17
	13
	11

	Training
	14
	11
	9

	Sourcing
	13
	10
	8

	Funding
	12
	9
	7

	Market Research
	10
	8
	6

	Marketing
	9
	7
	6

	Start up
	9
	7
	6

	Financial
	6
	5
	4

	Courses/events
	5
	4
	3

	Legal 
	4
	3
	2

	Premises
	3
	2
	2

	Product Development
	3
	2
	2

	Other1
	21
	16
	12

	TOTAL
	161
	N/A
	100


N=133

Note:-

1.
Other category includes: Employment (2 respondents); and Franchising and Tendering (1 respondent each). The balance was made up of responses such as “Just looking” and “Can’t remember”.

8.15
The majority of website users felt that it had either been Very Effective (17%) in providing the information that was wanted or had been Effective (40%). Only 11% (15 respondents) felt the site was   Poor or Very Poor.

8.16
Those who felt the site was effective gave 2 main reasons for this: they were able to access the information that they wanted (97%); and the site was easy to use (3%).  Those who were less positive tended to give the reverse reasons: the site did not provide the information they wanted (56%) and it was difficult to navigate (26%). The remaining 18% (6 respondents) felt that the information on the site was too basic for their needs.

8.17
In terms of site features that were felt to be missing, 12% (16 respondents) identified something, whilst 31% (41 respondents) identified ways in which they felt the site could be developed. The main things identified were:-  

· Direct contact details, for example telephone numbers and data bases of businesses (16 respondents); 

· Sector specific information (for example for tourism and construction, 10 respondents);

· Some fora to allow interactions to take place with other users, such as a chat room or bulletin board (8 respondents);  

· Higher level information that could be accessed without the need to go through an adviser (7 respondents);

· Better search facilities (3); and

· Better, and more, information about finance and financial sources (3).

The key thing that emerges from the responses was a demand for a web site that would allow people to do things for themselves, without having to go through an intermediary. In this the findings match those for Business Information (Paragraph 7.16) and to a lesser extent those for the Start Up clients (Paragraph 6.19). 
8.18
There was a reasonably amount of interest (62% being Interested or Very Interested) in seeing the site developed through the addition of such things as self taught diagnostic tools.  

Alternative Sources of Support

8.19
If Gateway had not been used, over half of the respondents who answered this question (64% of the 426) would not have known who else to approach for support. This would seem to indicate that Gateway is meeting a market failure in that a large proportion of clients would, in Gateway’s absence, have difficulty in obtaining the advice and support they needed.

8.20
Of the 152 who would have known who else to approach for advice and support:-

· Enterprise trusts were the source cited by almost a fifth (19%);

· Private business advisers accounted for 16% of responses;

· Friends and relatives were cited by 14%;

· Trade associations accounted for 10%;

· Banks and local authorities both accounted for 9%;  

· Accountants accounted for 8%; and 

· The balance was accounted for by such sources as lawyers (5%), the job centre (2%) and directories (2%).

8.21
A third of respondents indicated that they would be willing to pay for such advice and support (33%) whilst another 9% indicated that they would possibly be willing to pay.

8.22
Of the 501 interviewees, 111 (22%) had recently made use of business advisers other than Business Gateway. Of these:-

· 24% had used an enterprise trust;

· 23% an accountant;

· 20% a bank;

· 19% private business advisers;

· 9% a local council;

· 7% a trade association; and

· The remainder was made up of a variety of sources including lawyers (5%), the job centre (3%), friends and relatives (1%) and a large number of “one offs” including such things as the Scottish Agricultural College, Building Buchan and Scottish Development International. 

Almost half (44%) had to pay for this service.

8.23
The majority of those who had used other advisers (51%) felt that the service provided was the same as provided by Gateway. However, perhaps worryingly, 44% felt it was either Better or Far Better. Only 4.5% felt the service provided was worse.

Paying for Services

8.24
Respondents were then asked if they would be willing to pay for the services provided by Gateway. Of the 456 who responded to this question:-

· 24% said they would;

· 36% said “Possibly”; and

· 40% said no.

8.25
Of those saying that they either would be willing, or might possibly be willing, to pay and were able to place a figure on the amount (179 respondents):-

· 39% said they would be willing to pay less than £10 an hour;

· 45% between £10 and £20;

· 15% between £20 and £40;  

· 1% between £40 and £60; and

· 1% over £80. 

8.26
Given this, and the fact that some respondents were already paying for business support services (Paragraph 8.22), it may be that there is potential for Gateway to consider charging for some services.

Referrals

8.27
Of the 501 respondents 32% had been referred by Gateway to other sources of information or support. A total of 182 referrals were identified. These included enterprise trusts (23% of referrals); a Local Enterprise Company (15%); local councils (10%); Information Technology consultants (9%); Trade Associations and training companies (each 7%); private business advisers (5%) and the Princes Trust (4%). The balance was made up of such bodies as job centres and chambers of commerce and individuals such as health and safety advisers and a patent agent.

8.28
Generally the referrals had resulted in the information needed being provided (67% of respondents). However, 16% did not follow up the referral to the suggested agency.

8.29
For the most part those who followed up the referral did not have to pay for the information provided, with only 18 respondents (11%) stating that they had to pay.

Using Gateway Again

8.30
The vast majority of respondents would make use of Gateway again (83%). Only 9% said they would not make use of it whilst 8% indicated that they possibly would. Of those who would make use of Gateway again the main reasons were that;-

· Gateway had been helpful in the past, having provided the information and support wanted (60%);

· The quality of the service (10%);  

· The fact that it was free (3%); and

· The balance was made up of such reasons as: to access funding; for sourcing graduates; to get a different point of view; and to identify good practice.

8.31
Those who would not make use of Gateway again said that this was as they were unable to obtain the support they needed in the past (52%) and Gateway being perceived to be unhelpful (30%).

8.32
The preferred options for accessing Gateway in the future were:-

· Face to face with an adviser (67%);

· Telephone (17%);

· On line (14%); and

· The 2% balance covered group workshops and literature.

Gateway’s Impact

8.33
Respondents were then asked if the information or support they had received had impacted upon their business. Of the 501:-

· 48% claimed that it had had an impact. Of these, 99% stated that the impact had been positive;
· 34% stated it had no impact; and
· 18% Did not Know.
8.34
Of those who claimed that Gateway had a positive impact on their business the vast majority, as Table 8.8 shows, felt that this was positive, with 74% assessing Gateway as being either Important, Very Important or Vital to their business.

TABLE 8.8
The Importance of Gateway’s Support To Respondents  
	Impact
	Number of Respondents
	Percentage of Respondents

	VITAL – without Gateway I would not be in business
	28
	12

	VERY IMPORTANT – Without Gateway my business would have faced major problems or would not have been able to grow
	64
	27

	IMPORTANT – without Gateway  my business would have faced   problems and   have had difficulties growing  
	85
	35

	NOT VERY IMPORTANT – I would still be trading but might have faced some small problems  
	45
	19

	NEITHER IMPORTANT NOR UNIMPORTANT – Useful but had no impact on my business


	15
	6

	IRRELEVANT – I would be exactly where I am today even if I had never contacted Gateway
	2
	1

	TOTAL
	239
	100


N=239

8.35
Table 8.9 looks at the specific impacts upon the business as a result of Gateway support. These are varied, covering both qualitative things (such as being able to do things better or quicker) as well as more quantitative, measurable, impacts such as increasing sales and employment.

TABLE 8.9


Specific Impacts as a Result of Gateway Support
	Impact
	Number of Responses
	Percentage of Respondents
	Percentage of Responses

	Did things better
	99
	41
	19

	Started trading
	80
	33
	16

	Increased sales
	74
	31
	15

	Developed new processes
	64
	27
	13

	Increased profitability
	55
	23
	11

	Developed new products
	32
	13
	6

	Employed more people  
	30
	13
	6

	Did things quicker
	29
	12
	6

	Safeguarded jobs
	26
	11
	5

	Exporting (began or increased)
	16
	2
	3

	TOTAL
	505
	N/A
	100


N=239
8.36
Those who had stated that Gateway enabled them to do things better specified such things as:  being generally able to do things better (22%); having assess to better quality management information (11%); improved marketing information (11%); and having better trained staff (7%).

8.37
Of the 74 who stated that Gateway had helped them to increase sales:-

· 68% stated that this was between 0% and 10% of annual turnover;

· 20% between 11% and 20%;

· 7% between 21 and 40%;

· 1% between 41% and 60%; and

· 4% between 61% and 100%.

The total increase in sales ascribed to Gateway was £2,273,000.

8.38
Those who felt that Gateway had enabled them to do things quicker said this was as:-

· They were able to start a business (17%); and

· Gateway had given them the push needed to start, they had improved IT facilities, obtained grant aid,   made contacts and new systems had been put in place (each 13% of responses).

8.39
In terms of job safeguarding or creation, 62 respondents answered this question (although only 56 cited these as   impacts when asked an earlier impact question (Table 8.9). A total of 221 jobs were said to have been safeguarded or created as a result of Gateway’s interventions.

8.40
Respondents were then asked a general question about their overall assessment of Gateway on their business. Generally this was positive with:-

· 60% claiming that Gateway was either Very Significant or Significant;

· 11% said that it was Neither Significant nor Insignificant; and

· 29% said that it either had Limited Significance (17%) or was Irrelevant (12%).

8.41
When asked to explain their answer to this question, of those who felt that Gateway had been Very Significant or Significant, 64% said that this was   as  it had given them appropriate information and advice; 13% said that Gateway had helped to improve the business and 8% claimed that Gateway had pointed them in the right direction. Interestingly 8% (33 respondents) claimed that they would not be in business but for Gateway’s support. This is more than the 28 shown in Table 8.8 as claiming that Gateway was Vital to their business.

8.42
Those who were less complimentary about Gateway’s impact gave a variety of explanations, including: Gateway being unable to help or provide the information needed (65%), being insufficiently specialised to be able to support the business (14%) and “Not being interested in small firms” (5%).

Conclusions

8.43
Gateway’s Business Growth clients are generally established traders, most of whom have turnovers of less than £0.5 million and 5 or less employees. Just over half are primarily serving local markets, mainly in service sector activities.

8.44
However, the main conclusion is that Gateway provides advice, information and support that the recipients feel is Important if not Vital to their businesses. This is done in an efficient way so that the overall assessment of Gateway’s impact on business is either Very Significant or Significant for 60% of respondents.  Almost 12 % claimed that without Gateway they would   not be in business.

8.45
Over 80% of respondents would make use of Gateway again. However their preference is for face to face contact (67%), although 14% would like on line contact.

8.46
Gateway therefore seems to be having a positive impact on the Scottish economy.  Given that a large proportion of those interviewed would not know who to approach for advice were Gateway not there, then it seems to be filling a market gap and is creating economic activity that might otherwise not come about or would only come about over a more extended timescale.
9.
Survey Results – Business Aftercare
Introduction

9.1
There were 505 respondents to the Business Aftercare survey. Appendix 1 Table A.4 shows the achieved responses by Gateway for the Aftercare survey. This is not a perfect match with the original sampling frame. This reflects the quality of the data supplied. In some areas it was also difficult to obtain the required number of responses within the timescale. Accordingly other areas (for example the larger Gateways by volume of business) were oversampled.
9.2
The remainder of this report outlines the key results from the Aftercare survey.

Business Characteristics

9.3
The key characteristics of the aftercare business contacts were that they were:-

· Mainly sole traders (58%) followed by private limited companies (29%);

· Overwhelmingly small in terms of:- 

· The number of people working in the business, with 55% having 1 person and 24% two or three. Only 9 businesses (2%) had more than 40 people, with 4 of these employing more than 100. Four per cent did not have any staff, mainly as they were not yet trading:

· In terms of turnover, of the 410 who responded to this question 18% had a turnover of less than £20,000 per year and 12% between £20,000 and £40,000. Eleven per cent of businesses had turnovers in excess of £100,000. A significant proportion of businesses (38%), did not know their turnover in the last financial year;

· Not registered for Value Added Tax (63%) (the current threshold for which is £58,000). Given their size characteristics this is unsurprising; and 

· Mainly trading locally (42% within the same town and 24% within the same local council area). Overall, 24% estimated that their main competitors were elsewhere in the UK or overseas. Given this, displacement seems likely to be high. This is consistent with the findings of the start-up survey.

9.4
Table 9.1 looks at the sectors the aftercare contacts are trading in or intend to trade in. As might be expected the service sector dominates, especially personal services (103 respondents), business activities (97) and retailing (86). In total, these 3 sectors account for 55% of aftercare support.  Twenty eight businesses (6%) were classed as I.T. and twenty were classed as “creative industries”, such as website designers. The dominance of the service sector would seem to reflect the earlier conclusion (Paragraph 9.3) that displacement is likely to be high. Manufacturing companies accounted for only 6% of respondents (29).

TABLE 9.1
      Sectors in which Start-Ups are Trading or Intend to Trade
	Sector
	Number of Respondents
	Percentage of Respondents

	Community, social and personal services
	103
	20

	Real estate, renting and business activities
	97
	19

	Wholesale/retail
	86
	16

	Construction
	39
	8

	Health and Social Work
	34
	7

	Manufacturing
	29
	6

	I.T.
	28
	6

	Creative Industries
	20
	4

	Hotels and restaurants
	19
	4

	Repairs (vehicles and household goods)
	17
	3

	Transport, storage and communications
	15
	3

	Primary
	9
	2

	Other1
	9
	2

	TOTAL
	505
	100


N=505
Note:-

1.
Other includes: Education (5 respondents) and Finance (4).
Accessing Gateway

9.5
The main way that respondents had heard about Gateway was through friends or relatives (32%), followed by having seen a press or billboard advertisement (22%) and being referred to Business Gateway by a Local Enterprise Company (9%). Seven per cent of respondents had come across Business Gateway when doing a web search. The balance was made up of a number of ways none of which accounted for more than 4% of responses. Only four interviewees had used Gateway before.

9.6
As with start-up, information and growth respondents, Gateway was overwhelmingly accessed through face-to-face contact (85% of respondents). This was followed by telephone contact with an advisor (9%) and group contact with an advisor (3%). Limited use was made of the website, with 1% of respondents citing this method
. 

Reasons for Contacting Gateway

9.7
The main reason for contacting Gateway (70%) was to obtain information on how to start a business. This was followed by wanting to get information to help an existing business (21%). That not all contacts were existing businesses receiving aftercare support again seems to reflect flaws in the data supplied.  

9.8
Table 9.2 uses the classification in the Gateway manual and looks at the business information and support needs of Gateway clients.  It can be seen that start-up dominates, with half of all respondents requesting this form of support. The next 2 categories relate to finance (funding and grant aid). Areas such as premises and staff were relatively unimportant, being grouped into the “Other” category.

TABLE 9.2

Types of Information and Support Requested from Gateway
	Sector
	Number of Responses
	Percentage of Respondents
	Percentage of Responses

	Start-up
	250
	50
	25

	Funding
	187
	37
	19

	Grant Aid
	129
	26
	13

	Sourcing
	94
	19
	9

	Financial
	75
	15
	7

	Market Research
	64
	13
	6

	Training
	51
	10
	5

	Marketing
	25
	5
	3

	Legal
	16
	3
	2

	Other1 
	109
	22
	11

	TOTAL
	1000
	N/A
	100


N=505
Note:- 

1.
The “Other” category includes: business review/check-up (11 respondents), business health check (9), premises (7 respondents), product development (6), employment (6) and help developing a business plan (4). 

9.9
Table 9.3 looks at the effectiveness of Gateway in providing the information and support wanted. Overall 75% of clients rated this as either Effective or Very Effective. The concern must, however, be the 7% who gave a rating of Poor or Very Poor.
TABLE 9.3

Satisfaction Ratings With the Gateway Service
	Satisfaction Rating
	Number of respondents
	Percentage of Respondents  

	Very Effective
	142
	28

	Effective
	235
	47

	Mixed
	91
	18

	Poor
	20
	4

	Very Poor
	17
	3

	TOTAL
	505
	100


N=505
9.10
The positive and negative reasons for the ratings were explored in further detail (Tables 9.4 and 9.5). Of the positive reasons, the main one was that the information and support wanted was provided.  

9.11
Perhaps unsurprisingly, the negative reasons tended to be the mirror image of the positive: lack of relevant support and information; being unable to get funding; and the quality of the advisers. The lack of follow up may however be something that should be of concern.

TABLE 9.4

Reasons for the Gateway Service being given a Positive Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Provided with the information and support that was needed
	145
	38

	The information and support provided was good, very good or excellent
	124
	32

	The Advisers were knowledgeable
	46
	12

	Got funding or grant advice
	45
	12

	Helped with the business plan
	22
	6

	TOTAL
	 382
	100


N = 312
TABLE 9.5
Reasons for the Gateway Service being given a Negative Rating 

	Reason
	Number of responses
	Percentage of Responses  

	Could not get what was needed
	22
	31

	Did not get the funding
	17
	23

	No follow up
	12
	16

	Provided with very little or no help
	9
	12

	The advisers were not very good
	7
	10

	Information irrelevant
	6
	8

	TOTAL
	73
	100


N = 53
The Gateway Website

9.12
Of the 505 respondents 29% had accessed the Gateway website. They had first become aware of the site:-

· Through Gateway literature (47%);
· Through a web search (30%);
· After being referred to it by an adviser (17%); and
· Through various other sources including friends and family, workshops and adverts (6%).

9.13
For 10% of those who had accessed the site (14 respondents) this was in preference to either using the telephone or having face to face contact with a Gateway adviser. The main reasons for this were that:-

· The web is a more efficient way of obtaining information (9 respondents)

· It was felt to be a quicker way of accessing information (8)

· Information could be accessed at the respondents’ own pace (6)

· The web can be used outwith office hours (6)

9.14
The information and support that was sought from the website is shown in Table 9.6 and uses the same classification as for all Gateway enquiries (as shown in Table 9.2). Comparing the two, the main finding is that the information and support wants of those using the website are broadly similar to those accessing Gateway by other means. However, a higher proportion of respondents prefer to seek information and support from Gateway by   means other than the website.  

TABLE 9.6
Types of Information and Support Requested from the Gateway 






Website

	Sector
	Number of Responses
	Percentage of Respondents
	Percentage of Responses

	Start-up
	42
	29
	17

	Sourcing
	38
	26
	16

	Funding
	30
	21
	12

	Training
	23
	16
	9

	Grant Aid
	23
	16
	9

	Market Research
	20
	14
	8

	Financial
	11
	8
	4

	Marketing
	9
	6
	4

	Legal
	6
	4
	2

	Other1 
	42
	32
	19

	TOTAL
	244
	N/A
	100


N=144
Note:- 

1.
The “Other” category includes: premises and product equipment (each 2 respondents); and franchise, employment, patents and personnel (1). 

9.15
In terms of the effectiveness of the site, 16% felt that it had been Very Effective and 47% felt that it had been Effective. Only 6% (8 respondents) felt the site was either Poor or Very Poor.

9.16
Those who felt the site was effective gave a variety of reasons for this, including: the quality and usefulness of the information available and the site being easy to use. Those who rated the site poorly tended to say the reverse: the information wanted not being available and the site being hard to use. It may be that these opinions reflect differing experiences of using the internet.
9.17
The majority of respondents were interested in the site being developed through the addition of such things as self-taught business diagnostic tools. Two thirds were either Very Interested or Interested with one third being Slightly or Not Interested At All. Given this it may make a case for mounting such tools and seeing what the uptake is.

9.18
Of the 144 respondents to this section of the questionnaire 11 said that the site lacked some features, whilst 18 had ideas on how the site could be developed. Some of these were quite narrow in their focus (for example a specific category for   bed and breakfast businesses). However, some of the other suggestions may have merit, for example:-

· The site could provide a checklist of what to do when starting up in business;
· The site could be better linked to other business services which are more specific;
· The addition of an “Entrepreneurs’ Forum” where users can gain information and advice from other entrepreneurs; and
· More up-to-date information on business legislation.  

Alternative Sources of Support

9.19
If Gateway had not been used, over two thirds of respondents (68%) would not have known who else to approach for support. This would seem to indicate Gateway is meeting a market failure in that a large proportion of respondents would, in Gateway’s absence, have difficulty in obtaining the advice and support they needed.

9.20
Of the 112 who would have known who else to approach for advice and support:-

· Banks and accountants were cited by over half of respondents (53%);
· Twenty per cent   stated they would obtain advice through the internet;
· Enterprise trusts would have been used by 19%;
· Friends and family, local authorities and lawyers would have each been used by 13%; and
· Private business advisers, trade associations, job centres and chambers of commerce would have each been used by under 8% of those surveyed. 
9.21
Respondents were also asked if they would be willing to pay for the services provided by these advisers. Of the 112 respondents:-

· One quarter said they would;

· 8% said “Possibly”; and

· 54% said no.

9.22
Of the 505 interviewees, 81 (16%) had made use of business advisers other than Business Gateway. Of these:-

· One third had used an accountant;

· 21% a bank;

· 16% an enterprise trust;

· 12% a private business adviser;

· 11% a lawyer; and

· The remainder had used a variety of sources including local authorities, trade associations and the job centre.

Nearly a third had to pay for this service (31%).

9.23
Interestingly 46% of the 81 felt that the service provided was the same as provided by Gateway and 8% felt that it was Worse or Far Worse. However, nearly half (47%) claimed it was either Better or Far Better.

Paying for Services

9.24
Respondents were then asked if they would be willing to pay for the services provided by Gateway. Of the 451 who responded to this question:-

· 30% said they would;

· 31% said “Possibly”; and

· 39% said no.

9.25
Of those saying that they would be willing to pay or might possibly be willing to pay and were able to place a figure on the amount (213 respondents):-

· 37% said they would be willing to pay less than £10 an hour;

· 37% between £10 and £20;

· 18% between £20 and £40;

· 6% between £40 and £60;

· 1% between £60 and £80; and

· 1% over £80.

9.26
Given this, and the fact that some respondents were already paying for business support services (Paragraph 9.22) it may be that there is potential for Gateway to consider charging for some services.

Referrals

9.27
Of the 505 respondents, one quarter had been referred by Gateway to other sources of information or support. A total of 128 referrals were identified. These included enterprise trusts (30% of referrals), banks (21%), accountants (19%), local authorities (13%) and local enterprise companies (10%). In addition a large number of mainly one-off referrals were identified, for example to printers, web developers and the patent office.

9.28
Generally the referrals had resulted in the information needed being provided (69% of respondents). However, 19% did not follow up the referral to the suggested agency.

9.29
For the most part those who followed up the referral did not have to pay for the information provided, with only 10 respondents stating that they had to pay.

Using Gateway Again

9.30
The vast majority of interviewees (83%) would make use of Gateway again. The reasons for this included:-

· That Gateway had helped in the past, cited by one third of respondents;

· For the information and advice that Gateway can provide (28%);

· For the range of services that Gateway can offer (14%); and

· The quality of the service (13%).

9.31  
Comments made included:-

“The people there are very friendly, they listen to you and forward you in the right direction”;

“I would contact them again, the courses were great”;

“I’ve had good feedback from them in the last 18 months”; and

“I would ask them to help me look at other business ideas”.

9.32
For those who would use Gateway again the preferred route of access was face-to-face with an advisor (73% of respondents). This was followed by contact through the Internet (13%) telephone (11%), and group workshops (2%).

9.33
Of the 54 respondents who stated that they would not use Gateway again, the main reasons were as Gateway had not been any help (48% of respondents), followed by the lack of a need (19%). A lack of follow-up support from before and the failure to secure funding were each given by 9% of respondents.

9.34
Comments included:-

“I feel a bit in limbo with Gateway. They said they would be in touch with information on training, but haven’t”;

“In my opinion they are not any use for small businesses”;

“I feel they’re very helpful with women but not men”; and

“It seems to me that they don’t try and help certain industries, they constantly try to put people off”.

9.35
What emerged strongly from the comments was the importance of personal contact in influencing views on Gateway. When people had developed a good relationship with an adviser then this coloured their views. Unfortunately when a good personal relationship had not developed people tended to be far more negative.
Gateway’s Impact

9.36
Gateway clients were overwhelmingly positive in their view of the information and support received. Twenty eight percent felt that it was ‘Very Effective’ whilst 47% felt that it was ‘Effective’. The remainder assessed Gateway as Mixed (18%), Poor (4%) or Very Poor (3%). This indicates that generally Gateway is meeting the needs of its aftercare client group.

9.37
The reasons for Gateway being seen to be effective tended to be unspecific. For example, one third said that it was because the support and help provided was good, whilst 15% said that Gateway provided them with the information they needed.  Those who gave details cited things such as Gateway having enabled them to access funding (10%) or having helped with developing a business plan (3%).

9.38
Those who were less enthusiastic about Gateway tended to be equally unspecific about the reasons. For example, 7% said the advice and information they received was of no help, whilst 2% stated that the advisor they had was not knowledgeable.

9.39
Respondents were then asked if the information or support they had received had impacted upon their business. Of the 505:-

· Almost half (49%) claimed that it had made an impact. Of these, 98% stated that the impact had been positive;

· One quarter stated it had no impact; and

· One quarter did not know.

9.40
Of those who claimed that Gateway had a positive impact on their business the vast majority, as Table 9.7 shows, felt this was positive, with 88% assessing Gateway as being either Important, Very Important or Vital to their business.

TABLE 9.7
The Importance of Gateway’s Support in Enabling Respondents to 





Start Trading
	Impact
	Number of Respondents
	Percentage of Respondents

	VITAL – without Gateway I would not be in business
	49
	20

	VERY IMPORTANT – Without Gateway it would have taken me much longer to set up
	65
	27

	IMPORTANT – without Gateway it would have taken me longer to set up
	101
	41

	NOT VERY IMPORTANT – I would still have started but it might have taken me slightly longer
	18
	8

	NEITHER IMPORTANT NOR UNIMPORTANT – Useful but had no impact on my business

	6
	3

	IRRELEVANT – I would be exactly where I am today even if I had never contacted Gateway
	1
	1

	TOTAL
	240
	100


N=240
9.41
Table 9.8 looks at the specific impacts upon the business as a result of Gateway support. It can be seen that the main impact was to enable respondents to start trading.  The other impacts are varied, covering both qualitative things (such as being able to do things better or quicker) as well as more quantitative, measurable, impacts such as increasing sales and profitability.

TABLE 9.8


Specific Impacts as a Result of Gateway Support
	Impact
	Number of Responses
	Percentage of Responses

	Started trading
	148
	40

	Did things better
	76
	21

	Did things quicker
	40
	11

	Developed processes
	35
	10

	Increased sales
	31
	9

	Increased profitability
	22
	6

	Created jobs
	8
	2

	Safeguard jobs
	4
	1

	TOTAL
	364
	100


N=240
9.42
Those who stated that Gateway enabled them to do things better specified things such as improving general business knowledge (20%), improving the bookkeeping and accounts (16%) and improving business planning (15%).

9.43
In terms of increased sales, 48 respondents answered this question (although only 31 cited this as an impact when asked an earlier impact question (Table 9.5)). Of the respondents:-

· 74% stated that this was between 0% and 10% of annual turnover;

· 8% between 11% and 20%;

· 8% between 21% and 40%;

· 4% between 41% and 60%; and

· 6% between 61% and 100%.

The total sales increase was £1,059,500.

9.44
Those who felt that Gateway had enabled them to do things quicker said this was as:-

· They obtained relevant business information (18%);

· They obtained a grant or grant advice (18%);

· They were helped with bookkeeping and accounts (15%); and

· They were helped with organisational and administrative skills (15%).

9.45
In terms of job creation, 18 respondents answered this question (although only 8 cited this as an impact when asked an earlier impact question (Table 9.8)). Job figures were generally small, with a total of 40 jobs being credited to Gateway’s interventions.

9.46
Respondents were then asked a general question about their overall assessment of Gateway on their business. Overall this was positive with:-

· 65% claiming that  Gateway was either Very Significant or Significant;

· 8% said it was Neither Significant nor Insignificant; and

· 28% said that it either had Limited Significance (20%) or was Irrelevant (8%).

9.47
When asked to explain their answer to this question, of those who felt that Gateway had been Very Significant or Significant, 68% said this was as it had given them appropriate information and advice. Forty one respondents said that but for Gateway they would not be in business. This is a similar number to that given by respondents when they were asked a specific question about Gateway’s impact (Table 9.8).

9.48
Those who were less complementary about Gateway’s impact gave a variety of explanations, including, Gateway being unable to help or provide the information needed and a failure to follow up initial discussions (each cited by 29% of respondents).

Conclusions
9.49
Gateway’s aftercare clients are generally small, in employment and sales terms, and are mainly serving local markets in the service sector. Given that two-thirds of companies have been trading for less than 3 years, this is perhaps unsurprising.

9.50
The main conclusion is that Gateway provides a service to recipients that they feel is Important if not Vital to their businesses. Advice, information, and support are delivered in ways which lead respondents to assess Gateway’s overall impact on their business as being Very Significant or Significant. One fifth of respondents claimed that without Gateway they would not be in business.

9.51
Satisfaction levels with Gateway are high, with over 80% of respondents stating they would make use of Gateway again. Nearly three quarters would prefer this contact to be on a face-to-face basis as opposed to other means.

9.52
The Gateway Business Aftercare service therefore appears to be having a positive impact on the Scottish economy and seems to be filling a market gap. For example a large proportion of those interviewed would not know who to approach for advice if Gateway were not there. In addition, there is evidence that Gateway is creating economic activity that might otherwise not come about or would only come about over a more extended time period. Chapter 10 explores exactly what Gateway’s economic impact is in greater detail.
10.
Business Gateway’s Economic Impact
Introduction

10.1
The previous 4 Chapters have given some estimates of the impact of Gateway’s interventions, based upon the perceptions of the interviewees. This has been done in 2 main ways:-

· Directly, by asking for estimates of Gateway’s impact on sales and employment; and

· Indirectly by asking such questions as was Gateway “Vital” or “Very Important” for the business.

10.2
These questions give a useful subjective impression of Gateway’s impact. However, they take no account of such concepts as additionality or multipliers. Accordingly this Chapter looks in greater detail at the impact of Gateway’s interventions. It starts, however, by outlining again some of the problems with the databases used to select the sample of interviewees. It concludes by highlighting some examples of good practice in the current operations of Gateway.
Database Problems 
10.3
Ideally the 4 core product databases would include companies that had accessed only the indicated core service. Indeed, this was the expectation at the start of the survey process. It would then have been possible to discover the gross and net economic impact of each service. What the survey results show, however, is that there is considerable overlap between the databases. This may reflect 2 things:-

· The databases being inaccurate, so that, for example, the start up one includes not just businesses that have received start up advice but also those that have received business information support; and
· Businesses receiving more than one type of support from Gateway. Indeed, this seems axiomatic for services such as start ups where the provision of information is an integral part of the service.  

10.4
Given this we feel that it is very difficult to categorically state that the impacts ascribed by respondents to, for example, the Business Information survey are all as a result of this service. For example:-

· 27% of the Business Growth respondents claimed to have contacted Gateway to get information on start ups;

· 4% of Aftercare respondents were not yet trading; and

· 11% of those in the start up survey claimed to be already trading when they contacted Gateway.

Had the databases been clean then none of these anomalies would have been found.

10.5
Accordingly our view is that, for each of the 4 surveys, there are a majority of respondents who have received support through Gateway, mainly for the indicated service. Each survey then has a number of other respondents who are Gateway clients but who may have received support through any, and possibly all, of the 4 core services. Indeed they may have received support through other Gateway services as well.
10.6
These data problems mean that any estimates of the impact of individual core services need to be treated with a degree of caution.

Gateway’s Economic Impact 
10.7
Quantifying Gateway’s impact is difficult for a number of reasons:-

· Some respondents find it very difficult to estimate Gateway’s impact on such things as sales and employment. This is especially the case if the intervention has been relatively slight;

· The answers that are given to separate survey questions may often be contradictory;  and

· There may be a tendency amongst those setting up their own business to be unwilling to ascribe success to anyone but themselves.

10.8
Despite this, the questionnaire contains information that enables estimates of   economic impact to be made. These are:-

· The direct questions about impacts on sales and employment; and

· The questions which asked for Gateway’s importance on the ability of respondents to start trading.

10.9
In terms of the direct questions Table 10.1 shows the impacts credited to the individual services by the respondents to the 4 surveys.  Overall this seems relatively modest, even more so considering the generally very positive picture that most interviewees have of Gateway. Accordingly these direct questions would seem to underestimate Gateway’s economic impact. 
TABLE 10.1

Estimated Impact of the Core Services on Jobs and Sales

	Estimated Impact
	Gateway Core Service

	
	Start up
	Business Information
	Business Growth
	Business Aftercare

	Jobs Created
	31 (23)
	36 (21)
	221 (62)
	40 (18)

	Sales increases
	£340,000 (58)
	£762,500 (21)
	£2,273,000 (74)
	£1,059,500 (48)


Note:-

1.
The figure in brackets is the number of respondents.
10.10
An alternative way of quantifying the impact is to make use of the questions that asked interviewees to rank Gateway’s impact, from “Vital” to “Irrelevant” (see Table 9.7). It would seem to be a valid assumption to make that all of the sales and employment in those businesses that stated that Gateway was “Vital – Without Gateway I would not be in business” can be ascribed to Gateway’s intervention. It could also be assumed that a proportion of employment and sales can be credited to Gateway for those respondents who stated that Gateway was either:-

· “Very Important – Without Gateway it would have taken me much longer to set up”; or 
· “Important – Without Gateway it would have taken me longer to set up
”. 
What proportion of employment and sales can be credited to these responses is far less clear cut than for the “Vital” response. In Tables 10.2 and 10.3 we have attributed 50% of impact to the “Very Important” responses and 20% to the “Important”, although other levels of attribution could be used.
10.11
From Table 10.2 it can be seen that Business Growth is estimated to have had a gross employment impact of 582 jobs. The impacts of the other services are progressively less, with Business Information having the least, creating 175 jobs. Intuitively the ranked order of services by gross impact seems plausible. The gross impact per positive assist shows some deviations from this pattern, given the different numbers of respondents to each of the surveys who identified positive impact. Growth is, however, still having the greatest impact. 

TABLE 10.2
Estimating Gateway’s Quantitative Economic on Employment

	 Core service1
	Importance of Gateway’s support 
	GROSS  IMPACT
 
	GROSS IMPACT PER POSITIVE ASSIST2 

	
	Vital  
	Very Important
	Important
	
	

	
	100% attribution
	50% attribution
	20% attribution
	
	

	Start ups (179)
	86
	80
	28
	194
	1.08

	Business Information (105)
	50
	69
	56
	175
	1.66

	Business Growth (161)
	112
	308
	162
	582
	3.61

	Business Aftercare (195)
	143
	104
	 56
	303
	1.55


 Note:-
1.
The figure in brackets after each core service is the number of respondents that the calculations are based on.
2.
This figure is calculated by dividing the gross impact figure for each service by the number of respondents.

10.12
Table 10.3 looks at the impact on sales. Again Business Growth has the greatest gross impact. The ranked order of services then changes. The next most significant is Business Information, followed by Aftercare and Start Ups. When the gross impact per positive assist is considered then the greatest impact comes from Business Information, followed by Business Growth. Start ups lag well behind.

TABLE 10.3
Estimating Gateway’s Quantitative Economic on Sales 

	Core service1
	Importance of Gateway’s support 
	GROSS  IMPACT
 
	GROSS IMPACT PER POSITIVE ASSIST2 

	
	Vital  
	Very Important
	Important
	
	

	
	100% attribution
	50% attribution
	20% attribution
	
	

	Start ups (100)
	£1.32 million
	£0.943 million
	£0.356 million
	£2.619 million
	£26,190

	Business Information (52)
	£2.38 million
	£2.37 million
	£1.67 million
	£6.42 million
	£123,461

	Business Growth (131)
	£4.34 million
	£6.97 million
	£3.8 million
	£15.11 million
	£115,346

	Business Aftercare (102)
	£1.74 million
	£2.05  million
	£1.06 million
	£4.85 million
	£47,549


Note:-

1.
The figure in brackets after each core service is the number of respondents that the calculations are based on.
2.
This figure is calculated by dividing the gross impact figure for each service by the number of respondents.

10.13
We now need to gross these figures up so that it is possible to estimate the gross impact per 1,000 assists. Table 10.4 shows the impacts on jobs. It can be seen that for every 1,000 assists Business Growth has a gross impact of 1,159 jobs. At the other extreme Business Information has a gross employment impact of 349. 

TABLE 10.4

Impact of the Core Services Per 1,000 Starts/Assists on Jobs
	1
	2
	3
	4
	5
	6

	 Core service
	Number of sampled companies reporting a positive impact1
	Sample size
	Number of positive impacts per 1,000 assists2
	Gross Impact per positive assist3
	Gross Impact per 1,000 assists4

	Start Ups
	179
	500
	358
	1.08
	387

	Business Information
	105
	500
	210
	1.66
	349

	Business Growth
	161
	501
	321
	3.61
	1,159

	Business Aftercare
	195
	505
	386
	1.51
	583


Note:-

1.
Number of respondents in Column 1 Table 10.2.

2.
This is calculated by dividing Column 2 by Column 3 and multiplying by 1,000 (179/500 X 1,000 = 358)

3. 
This figure comes from Table 10.2 Column 6.

4.
The Gross Impact per 1,000 assists is calculated by multiplying Column 4 by Column 5.

10.14
Table 10.5 shows the same calculations for sales impact. Again Business Growth has the greatest gross impact and start ups the least.
TABLE 10.5

Impact of the Core Services Per 1,000 Starts/Assists on Sales
	1
	2
	3
	4
	5
	6

	 Core service
	Number of sampled companies reporting a positive impact1
	Sample size
	Number of positive impacts per 1,000 assists2
	Gross Impact per positive assist3
	Gross Impact per 1,000 assists4

	Start Ups
	100
	500
	200
	£26,190
	 £5,238,000

	Business Information
	52
	500
	104
	£123,461
	 £12,839,944

	Business Growth
	131
	501
	261
	£115,346
	 £30,105,306

	Business Aftercare
	102
	505
	202
	£47,549
	£9,604,898


Note:-

1.
Number of respondents in Column 1 Table 10.3.

2.
This is calculated by dividing Column 2 by Column 3 and multiplying by 1,000 (179/500 X 1,000 = 358)

3. 
This figure comes from Table 10.3 Column 6.

4.
The Gross Impact per 1,000 assists is calculated by multiplying Column 4 by Column 5.
10.15
However, these figures are gross estimates of impact taking no account of displacement and multipliers. Displacement estimates by sector are shown in Table 10.5.  

TABLE 10.5 

      Estimates of Local Displacement by Sector
	Sector
	Displacement

	Manufacturing, energy and water supply
	0%

	Banking and finance, construction and repair services
	20%

	Road Haulage and sanitary services
	50%

	Personal services, retail, hotels and catering
	80%


 Source: GHK Economics and Management, 1997, Impact Assessments ATEC Practitioners Guide, DfEE.

10.16
These factors have then to be applied to each of the 4 samples, based on the sectoral breakdown of respondents, as is shown in Table 10.6.

TABLE 10.6


Sectoral Breakdown of the 4 Samples
	Sector
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Manufacturing, energy and water supply
	9%
	9%
	17%
	8%

	Banking and finance, construction and repair  
	14%
	13%
	10%
	21%

	Road haulage and sanitary services
	5%
	3%
	3%
	3%

	Personal services, retail, hotels and catering
	72%
	75%
	70%
	68%


10.17
Table 10.7 shows the revised impacts on jobs and sales, taking account of displacement.

TABLE 10.7
Revised Impacts on Sales and Jobs per 1,000 Start/Assists After 




Accounting for Displacement
	Impact
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Jobs
	144
	123
	479
	252

	Sales  
	£1,953,774
	£4,609,540
	£12,433,491
	£4,158,921


10.18
Multipliers then need to be applied to these figures. Table 10.8 shows 2 multipliers used by Scottish Enterprise, although others are available.

TABLE 10.8



Multipliers
	Geographical Focus
	Multiplier

	Local areas
	1.05 to 1.15

	Scotland
	1.10 to 1.25


Source: Scottish Enterprise, 2003, A Positive Guide to Evaluation
10.19
Table 10.9 looks at where the survey respondents estimated their main competitors to be. Using these figures we have applied the local multiplier (1.05) to the percentage of jobs and sales said to face local competition and the Scottish multiplier (1.10) to the remainder.    
TABLE 10.9
Location of Survey Respondent’s Main Business Competitors 

(Column Percentages)
	Location of main business competitors
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Local area
	69%
	57%
	56%
	66%

	Elsewhere 
	31%
	43%
	44%
	34%


10.20
Table 10.10 shows the net impact of the Core services on the jobs and sales. Business Growth has the greatest overall impact. It needs to be stressed that these are net estimates based on a large number of assumptions so that the margins of error are likely to be large. Many of these assumptions can be challenged (for example the percentage attribution to Gateway’s interventions and the assumption that the companies on which the calculations are based are representative of the population of assists). However, the basis for the employment and sales estimates is given so that others can make alternative calculations if they so wish. It is also the case that the qualitative survey results would tend to back up this positive view of Gateway’s contribution to the Scottish economy.

TABLE 10.10
Net Impacts of the Business Gateway Core Services per 1,000 






Starts/Assists
	Impact
	 Start ups
	Business Information
	Business Growth
	Business Aftercare

	Jobs
	153
	132
	514 
	269

	Sales 
	£2,081,746
	£4,939,122
	£13,328,703
	£4,437,568


 Value for Money
10.21
Does Gateway represent Value for Money? This is a very difficult question to answer for many of the core services. For example the majority of Business Information requests are Level 1 (Table 3.1). It would be unwise to gross the figures in Table 10.10 up to the total number of enquiries or contacts as this is likely to considerably overestimate the economic impact of the Level 1 enquiries. Likewise it is difficult to get Network wide figures for the amount of Growth and Aftercare activity, in part as these tend to vary so much across the Network (Paragraph 4.43).

10.22
The main exception to this is start up activity. Not only do we know the total number of starts that Gateway claims responsibility for but we also have probably the best estimate of costs of all of the 4 core services.
10.23
In 2004/05 Gateway claimed 9,180 business starts. Based on the information in Table 10.10 the net impact of these starts on the Scottish economy was:-

· 1,405 jobs; and

· Sales of £19,110,428
.

10.24
The Network spent £7,631,347 to gain these benefits. Accordingly:-

· The net cost of creating a net new job through Gateway in a new business is £5,432; and

· For every £1 of Gateway expenditure sales of £2.50 are created.

10.25
These figures take no account of the quality of the jobs created or of their sustainability, although they do take account of additionality, displacement and the multiplier impact. Were sustainability to be taken account of,  for example by looking at the cost of creating a job that lasted for a year or longer, then the figures are likely to change considerably, given the low survival rate (55%, Paragraph 3.26).

10.26
Whether the figures in Paragraph 10.24 represent Value for Money has to be a judgement.  
Good Practice

10.27
Most of the examples of good practice centre on joint working between Business Gateways and their partners, particularly the local authorities. Some examples of these are:-
· Fife Council which contributes £300,000 towards the cost of Business Gateway Fife and works very closely with it. This means that there is no duplication of services between the LEC and the Council, giving a streamlined and integrated approach to start-ups;
· In Lanarkshire, both councils work closely with Gateway and all access to council business start-up funds is through the Gateway. This provides a one-stop shop approach and avoids duplication and overlap;
· In Forth Valley, the enterprise trusts have local authority involvement and they also operate other things (for example BP loan funds). This means that Gateway’s clients can have access to these;  
· Tayside, where Gateway works closely with its 3 partner Councils and runs some funding schemes on their behalf. This helps in the  development of a one-door approach to economic development and attracts additional funding to Gateway> The outcome is the provision of a better service for clients;
· When the contract was let in Dunbartonshire, the 3 councils were involved in the tendering process. This was done as part of good practice to get all the relevant partners on board. Although, the councils do not directly contribute any money this has ensured effective partnership working; and
· In the Borders, Business Gateway, the Tourist Board and the local authority share the same boundary, so this makes for greater partnership working between the 3.

10.28
We also identified a range of other non-partnership good practice. For example:-
· Fife, Tayside and Glasgow use a third party contractor (Abtel) to undertake an initial element of aftercare for the first 3 years of the business’s life. This “flags-up” any particular issues and allows Gateway advisers to target more in-depth responses to those businesses that need it most;
· In Grampian, there is specialisation amongst the Business Information Officers. For example, one deals with energy another with tourism. This also gives more opportunities for career progression

· Dunbartonshire introduced a new grant targeted at the over 31s across all 3 council areas as it was felt that the move to the Young Persons Grant was disadvantaging older people who wanted to start a business; and
· In Edinburgh, some contractors secure   match funding from Europe (West Lothian and the Chamber of Commerce). This can provide additional revenue to them that may not be available to others.

10.29
Some Gateways had adopted practices that made the delivery of services more effective.  For example in the more rural Gateways such as Dumfries and Galloway, Borders and Grampian, advisers tend to cover the local area in which they live. It was felt by these Gateways that this allowed   better relations to be developed with clients. In addition, in order to overcome the distances often involved in meeting clients these Gateways have introduced:-
· Undertaking aftercare by email;

· Getting clients to visit them thereby cutting down adviser travel time; and
· Using local bases (including satellites).

10.30
These are just some of the examples of the good practice evident across the various Gateways. Generally every Gateway was doing something slightly differently from the others. This was often in response to the unique market in which they were delivering their services.
Conclusions
10.31
Calculations of the economic impact of Gateway can be done in many different ways. The way used here can be questioned but the methodology is transparent.

10.32
Of the services, Business Growth has been calculated to have the greatest economic impact in terms of net jobs and sales. The impact of the other 3 services is less. However, the problems with overlaps between the databases mean that it is possibly false to attribute impacts solely to the indicated core service. Most respondents seem to have received a range of support from across the services.

10.33
The main exception to this is start ups where the majority of survey respondents were actually business starts. This is also a service where we feel there is justification for grossing up the impacts to arrive at an assessment of the Network’s net impact. Our calculations indicate that the net cost of creating a job through Gateway’s start up activities is £5,432. Although comparators are difficult to obtain this seems to be an acceptable figure.

10.34
The various Gateways exhibit many examples of good practice. The key ones, however, seem to be establishing practices and structures that result in the development of effective partnerships with the key players in the local area. Most of the ones identified in this Chapter would seem to ones that could be beneficially adopted by whoever wins the new contracts.  
11.
Conclusions and Recommendations
Introduction

11.1
The purpose of this Chapter is to highlight some of the key issues emerging from the earlier Chapters and outline the main Recommendations that flow from the analysis.

The Cost Analysis Issues

11.2
The main issues to come out of the analysis are:-

· Awareness of Gateway and market penetration is high. However, Gateway is   mainly associated with start ups, rather than services to existing businesses. This may be an issue if there is a desire to focus more upon the existing business base;

· Gateway’s market penetration (in terms of Business Information enquiries and the percentage of start ups dealt with) varies   significantly across the Network. This would seem to imply that some Gateways have considerable growth potential if they are to reach the Network “average”;

· The costs per business start up seem to have a positive relationship with survival. This needs to be remembered when contracting and the temptation to drive costs down to the lowest level may need to be avoided if start ups are to have a longer term economic impact;

· Start up numbers seem to be positively related to qualifications. There is also a relationship between expenditure on start ups and qualifications. This may indicate that there is a degree of deadweight in current spending patterns;

· The Aftercare and Business Growth services are not “core” Gateway products as such, given the variations across the Network; and

·  The costs paid to contractors for delivering discrete Aftercare and Growth services (for example SIRIUS Healthchecks) vary across the Network. This variation may reflect local discretion rather than the costs of delivery.

 A number of   Recommendations have been derived from these issues.

Recommendations – Cost Analysis
11.3
Given that Gateway is to provide services to all businesses we would Recommend that:-

RECOMMENDATION 1

Gateway marketing should emphasise that services are available for existing business as well as start ups.

Greater emphasis upon the existing business base might increase Gateway’s economic impact, something that the client surveys identified as an issue.

11.4
The penetration of the various Gateways in terms of the percentage of start ups each deals with and the numbers of enquiries per workspace varies, with a number of Gateways seemingly performing below the Network average. Accordingly we Recommend that:-

RECOMMENDATION 2

The analysis in this paper should used to specify minimum levels of penetration for each Gateway area. We would suggest that the targets should be for each Gateway to deal with:-

· 50% of start ups in its area; and

· An average of 0.04 Business Information enquiries per employee.

11.5
It seems that start ups could be delivered far more cheaply than is currently the case if costs were to be driven down to the level of the cheapest Gateway. However, costs seem to be associated with survival. Accordingly we would Recommend that:-

RECOMMENDATION 3

When developing the new contract a realistic start up unit cost should be set, perhaps the Network average of £831. Payment should be phased and would be dependent upon meeting certain survival milestones.

It might also be worth thinking about making payments dependent upon the sector that start ups are trading in. As the client survey found, many start ups are in the service sector where displacement may be high. It may be that the current payment structure, where payments are tied to start up numbers rather than sector, is partly responsible for this. 

11.6
The analysis has argued that there is a relationship between the numbers of start ups and qualification levels which in turn are correlated with Gateway expenditure on start ups. Given this it may be that start up expenditure in those areas where qualification levels are above average contains a greater proportion of deadweight than is the Network norm. Accordingly we Recommend that:-

 RECOMMENDATION 4

The amount allocated to business start ups should be positively skewed towards those areas where qualification levels are below the Network norm. 

It follows from this that those areas that have above average levels of qualifications should receive proportionately less start up money than is currently the case.

11.7
As contract management costs are positively related to delivery staff numbers (assumed to be a surrogate for contract complexity) we Recommend that:-

RECOMMENDATION 5

When developing the new contract the allowance for Network management costs should be determined by the number of delivery staff.

Paragraph 4.20 gives a formula whereby this staff number-contract cost relationship can be modelled.

11.8
The costs of servicing the various Levels of Business Information enquiries have been calculated based on the experiences of 5 Gateways. For the costs at the various levels margins of error have been worked out. We therefore Recommend that:-

RECOMMENDATION 6

When developing the new contract the unit costs of delivering the Business Information service should be based upon the following yardsticks:-

· Between £8 and £16 for servicing a Level 1 enquiry;

· Between £20 and £42 for a Level 2; and

· Between £57 and £116 for a Level 3.

Given the volume of enquiries dealt with in some areas it is probably worth thinking about having thresholds which, once attained, will see the unit costs decrease. This is based on the assumption that there are economies of scale in information delivery, which may need to be explored further before being acted upon.

11.9
One of the main findings has been the lack of any consistency with which Aftercare and Business Growth services are interpreted and delivered across the Network and the overlap between these 2 “core” services. Accordingly we recommend that:-

RECOMMENDATION 7

When developing the new contract there needs to be a clear definition of what is to be delivered, and to which clients, for the Aftercare and Business Growth services.

11.10
Related to this are the different costs that are paid to contractors for delivering what should be the same product. Given this we Recommend that:-

RECOMMENDATION 8

When standard services (such as SIRIUS Healthchecks) are delivered as part of the Business Growth service, contractors should be paid the same unit cost for delivery regardless of the Gateway through which the services are being delivered. 

11.11
In a number of Gateways Aftercare is effectively the monitoring of start ups at regular intervals. This should be formalised and standardised across the Network, with monitoring being undertaken by all Gateways at specified intervals. Accordingly:-

RECOMMENDATION 9

Aftercare be renamed Start Up Monitoring.

The Core Service Surveys
11.12
One of the problems experienced in the course of the surveys was the quality of the databases from which the samples of interviewees were selected. Not only was it impossible to contact a large proportion of clients but the databases were not discrete. This meant that, for example, clients entered into a database for one Gateway “core” service seemed to have received support through other services. Although we have produced separate   survey reports for each core service it may be unwise to ascribe the results of these to that service alone. It may be that, not only are the databases deficient, but many respondents have received support from a number of Gateway services. As such their responses seem likely to cover their total experiences of Gateway rather than the experience of the service on which data base they have been entered.

11.13
There was a particular problem in gathering contact details for the Aftercare service. Given the importance of Aftercare this would seem to indicate that Aftercare may not always be undertaken with the vigour that it should be. Indeed it appears that many clients are unaware that they are receiving aftercare support.

11.14
Putting these data base problems to one side, a central issue that permeates the surveys is Gateway’s purpose. When it was set up the underpinning theory was that it was to be a portal through which any business could access the advice and support it needed. This would not necessarily be provided by Gateway but might come through other Gateway partners, especially the local councils. This is still the all embracing model that is promoted by some Gateways. However, the survey has shown that Gateway is used primarily as a start up and information service. Politically, it also seems that start ups are the Gateway priority. It might, therefore, be worth considering if Gateway should reposition itself as being primarily a provider of these services. This would be a simple message to “sell” to the client group and might allow Gateway to begin to focus more than may currently be the case. Services to existing companies would continue to be offered. However, greater clarity might be brought to the market if they were offered under a different branding.

11.15
The surveys have shown that the “typical” Gateway client is a small sole trader who has been trading for less than 3 years. Gateway seems to operate as a reactive rather than a pro-active organisation in that it provides advice and support on a “walk-in” basis. One of the consequences of this is that the majority of the businesses it supports are operating in the service sector serving local markets where displacement is high. As such Gateway’s economic impact is dissipated in a way that it might not be were it to become more pro-active and focus more of its resources on businesses where displacement was likely to be less. 

11.16
Satisfaction levels with the services provided by Gateway are high, largely as it provides clients with the advice and support that they need. Accordingly a large percentage of survey respondents would make use of Gateway again.  Gateway also seems to be filling a market gap in that many of those surveyed would not have known who to approach for support in Gateway’s absence. However, against this has to be weighed the fact that many of those holding these views are likely to have limited knowledge and awareness of the business world,  limited expectations and needs that are easily met. As such they may not be very discriminating judges. They are also, for the most part, involved in economic activities that are marginal and involve limited skills and capital. As such it may be wise to treat these flattering assessments with a degree of scepticism. 

11.17
Some evidence for this view comes from those who have made use of other business advisers. Although half rated the advice given as the same or as good as they obtained from Gateway almost an equal percentage rated it as better.

11.18
Most contact with Gateway was face-to-face with advisers. This is also the preferred way for contacting Gateway in the future. This may reflect the nature of the clients who value this type of intensive (and possibly expensive) support. Were there to be a move to greater use of web based services then this group might be alienated, albeit that the economic consequences of this would seem to be small, given the characteristics of their businesses.

11.19
A third of interviewees had made use of the Gateway website. The advice and information they wanted was very similar to that wanted by those who made use of more traditional ways of accessing Gateway. The Gateway site was felt to be an effective means of accessing information and there was interest in seeing the site developed with diagnostic tools, the addition of more contact details and higher level information. Given the increase in the use of the Gateway website recently it may be that there is greater potential to move more enquiries onto the web. This may also serve as a means of self selection and sieving of start ups, in that those who are unable or fail to use the web may not be very serious about going into business.

11.20
Gateway is currently a free service. However, not only do some clients currently pay for advice and support from other agencies but a substantial minority indicated that they might be willing to pay for Gateway services. Accordingly there may be scope for Gateway to consider charging for its services.

11.21
We have assessed Gateway’s impact in as transparent and explicit a way as possible. What might be seen as a relatively slight net impact reflects what was highlighted earlier: the fact that Gateway is not a targeted service but provides advice and support to any who approach it. As such, to judge it on such criteria as displacement may be unfair. However, were there a desire to increase Gateway’s economic impact then there is a need for greater targeting of start up advice and support on those businesses that are involved in sectors where displacement is minimised and which are not solely serving local markets, many of which may not be expanding.

Recommendations – Core Service Surveys
11.22
On the basis of the above conclusions we outline a number of Recommendations intended to increase Gateway’s economic impact. These are given in descending order of our perceptions of their strategic priority.

11.23 
Gateway’s focus seems to be confused. Given that most clients want start up advice and support and business information it would seem sensible to “sell” these as Gateway’s key products. Accordingly we would recommend:-
RECOMMENDATION 10

Consideration should be given to focusing and rebranding Gateway as a service that provides advice and support to business starts and business information to any business.
11.24
Business growth services (for example Health Checks and Business Development Reviews) should still be provided but there would be greater clarity if this were done under a separate branding. Accordingly:-
 RECOMMENDATION 11
Business advice and support services (other than information) should be delivered under a different branding and possibly by a separate organisation or division.

11.25
The net economic impact of many of Gateway’s clients is small. Such clients should still be able to receive support but this needs to be given in a more efficient way than through one to one contact with an adviser. We therefore recommend that:-
 RECOMMENDATION 12

Consideration be given to segmenting Gateway’s clients at the point of first contact according to such criteria as the markets they are serving and the activities they are involved in. Those:-

· Serving local markets in sectors where there is likely to be high levels of displacement should be steered towards group and web based activities and support; and

· That fall outwith these criteria should be eligible for one-to-one advice and support.

11.26
The use of the Gateway web site is increasing. If the recommendations outlined above are implemented then greater use will be made of the site. Accordingly additional features should be added. The individual core services write ups (Chapters 6, 7, 8 and 9) give details of the features suggested by those who already use the web. This would seem to be a useful starting point and we would Recommend:-
 RECOMMENDATION 13

The Gateway website should be augmented by the addition of more advanced business tools and other features that can, in part, substitute for face to face contact with an adviser.

11.27
One of the problems that has been experienced is the quality of the databases. Not only do they contain a large proportion of non-contacts but the relationship between the individual entries and the services received is not always clear. Resolving this would enable on going monitoring and future impact assessments to be undertaken with a great degree of confidence. We would therefore Recommend:-
 RECOMMENDATION 14

The data bases and record keeping of Gateway clients be improved, in particular ensuring that client records are matched with the specific services they receive.

Appendix 1
Survey Methodology
1.
To assess the impact of Business Gateway on its clients 4 telephone surveys were undertaken. These were intended to be of the clients for the 4 Gateway core services: Business Information; Business Start Up; Business Growth; and Business Aftercare. Two slightly different questionnaires were used: one for Start Ups, the other for the remaining core services.

2.
The contact details for the first 3 of these services came from Scottish Enterprise National’s data bases. Aftercare contact details were sourced from the individual Gateways. Within the timescale of the study not all Gateways were able to provide contacts. For this reason few Aftercare client interviews were undertaken in some areas, in particular Ayrshire.

3.
Once the data bases had been received they had to be cleaned as they contained many duplicate entries. The data bases also proved to be inaccurate. For example the surveys were initially piloted, for Start-ups and Business Information. Table A1.1 shows the contact details for the pilot. It will be seen that the percentage of achieved interviews varied between 19% and 25%. Whilst there were relatively few refusals (3% to 5%), the number of unobtainable contact numbers ranged from 4% to 10%. Therefore to achieve one interview 3 contacts had to be attempted. This ratio continued once the main survey got underway, and indeed it increased as there were far more unobtainable contacts for some of the data bases (specifically Aftercare).

TABLE A1.1
 


Pilot Survey Details



	 
	Start-up 
	Business Information

	Number of attempted contacts
	76
	105

	Percentage answer ‘phone
	52
	49

	Percentage call back
	16
	17

	Percentage number unobtainable
	4
	10

	Percentage refusals
	3
	5

	Number of achieved interviews
	19
	20

	Achieved interviews as a percentage of attempted contacts
	25
	19


4.
As well as inaccurate contact details on the data bases we do have some concerns as to how discrete they are. For example, many of those included in the Business Information survey were business start ups. It therefore seems likely that they were receiving Start Up support as well as Business Information. Given this it may be that the responses are relating to the whole package of Gateway support received not just the support that it was assumed they had received because they were entered into a specific Gateway service data base.  

5.
In developing a sample framework we faced 2 constraints:-

· The budget, which meant that only 2,000  responses across the 4 products could be achieved; and

· The variations between Gateways in terms of their volume of business.

6.
Bearing these 2 factors in mind we developed a sample framework that attempted to achieve 2 aims:-

· Produce sufficient responses at the level of the individual Gateways to allow generalisations to be made. The contract specified that a survey that aimed for 2,000 achieved responses be undertaken. Given that there are 4 Core products   this implies 500 achieved responses per product. Were these 500 to be allocated according to the amount of business undertaken by each Gateway then some of the figures would be very small. For example Forth Valley accounts for 2% of Business Information contacts. Were the achieved responses to be allocated on a pro rata basis this would imply that there be 10 achieved responses. This is too small a number from which to generalise about the population’s characteristics; and
· Ensure that those Gateways that accounted for a large volume of contacts were adequately sampled. As Table A1.2 shows, Edinburgh and the Lothians, Glasgow and Grampian tend to dominate, although other Gateways often seem to have idiosyncratic variations.

TABLE A1.2 Percentage of Gateway Business Accounted for by Different Gateways 




– 2004/05

	Gateway
	Business Information 

(% contacts)
	Start ups

(% start ups)
	Business Growth 

(% of Business Health Checks and Development Reviews)

	 Borders
	3
	2
	2

	Dumfries and Galloway
	6
	3
	8

	Grampian
	16
	10
	9

	Forth Valley
	2
	6
	10

	Renfrewshire
	7
	6
	6

	Fife
	7
	8
	6

	Tayside
	5
	7
	5

	Ayrshire
	6
	7
	9

	Dunbartonshire  
	8
	6
	5

	Lanarkshire
	8
	11
	15

	Edinburgh and the Lothians
	17
	21
	15

	Glasgow
	15
	12
	10

	TOTAL
	100
	100
	100


7.
Given these constraints it was decided that, subject to data quality, we would aim for a minimum of 30 achieved responses per product and Gateway to allow us to generalise with a degree of confidence. This implied a total of 1,440 achieved responses across the 4 products and 12 Gateways. This would, however, undersample the Gateways responsible for large volumes of business. Accordingly, we doubled the number of achieved responses for the 3 Gateways responsible for the most business (Edinburgh and the Lothians, Glasgow and Grampian). Whilst this does not mean that the sample percentage is consistent across the Gateways, it is perhaps the best compromise between economy and statistical validity.  Table A1.3 shows the number of achieved contacts needed for each Gateway and product type.

TABLE A1.3


      Gateway Survey –

Achieved contacts needed to be able to generalise about impacts

	Gateway
	Business Information
	Start ups
	Start up aftercare 
	Business Growth

	Borders
	30
	30
	30
	30

	Dumfries and Galloway 
	30
	30
	30
	30

	Grampian
	60
	60
	60
	60

	Forth Valley
	30
	30
	30
	30

	Renfrewshire 
	30
	30
	30                                           
	30

	Fife
	30
	30
	30
	30

	Tayside
	30
	30
	30
	30

	Ayrshire
	30
	30
	30
	30

	Dunbartonshire
	30
	30
	30
	30

	Lanarkshire 
	30
	30
	30
	30

	Edinburgh and the Lothians
	60
	60
	60
	60

	Glasgow
	60
	60
	60
	60

	TOTAL
	450
	450
	450
	450


8.
In the event the data base problems outlined above (Paragraph 3 and 4) meant that it was not always possible to achieve sufficient responses for individual products within each Gateway. Table A1.4 shows the number of responses by area and product.

TABLE A1.4


Survey Responses by Area and Core Service
	Gateway
	Start ups
	Business Information
	Aftercare
	Business Growth
	TOTAL

	
	Number
	Number
	Number
	Number
	Number
	Column %

	Borders
	15
	34
	33
	13
	95
	5

	Dumfries and Galloway
	19
	34
	28
	33
	114
	6

	Grampian
	68
	64
	44
	70
	246
	12

	Forth Valley
	42
	35
	39
	33
	149
	7

	Renfrewshire
	37
	34
	44
	31
	146
	7

	Fife
	40
	34
	64
	33
	171
	9

	Tayside
	33
	32
	44
	33
	142
	7

	Ayrshire
	44
	35
	2
	58
	139
	7

	Dunbartonshire
	27
	33
	43
	30
	133
	7

	Lanarkshire
	30
	33
	7
	32
	102
	5

	Edinburgh and the Lothians
	57
	63
	50
	68
	238
	12

	Glasgow
	88
	69
	107
	67
	331
	16

	TOTAL
	500
	500
	505
	501
	2,006
	100


 



Appendix 2

Survey Tabulations

TABLE A2.1


Business Status of Survey Respondents

	Business Status
	Number of Respondents
	Percentage of Respondents

	Sole traders
	890
	45

	Private limited companies
	566
	28

	Not yet trading
	309
	15

	Partnerships
	183
	9

	Public limited companies
	14
	1

	Other1
	44
	2

	Total
	2006
	100


N = 2,006

Note:-

1.
The “Other” category includes; franchises (8); community businesses (4); and co-operatives (3).

TABLE A2.2

Numbers Working in the Respondents’ Businesses

	Number working in the business (full time)
	Number of Respondents
	Percentage of Respondents

	1
	774
	48

	2-3
	388
	24

	4-5
	136
	8

	6-10
	153
	10

	11-20
	72
	5

	21-40
	49
	3

	Over 40
	35
	2

	TOTAL
	1,607
	100


N = 1,607

TABLE A2.3


Annual Turnovers of the Respondents’ Businesses

	Annual turnover
	Number of Respondents 
	Percentage of Respondents  

	Less than £20,000
	294
	32

	£20,001 to £40,000
	139
	16

	£40,001 to £60,000
	67
	8

	£60,001 to £100,000
	69
	8

	£100,001 to £500,000
	185
	20

	£500,001 to £1,000,000
	70
	8

	Over £1 million
	68
	8

	TOTAL
	892
	100


N = 892

TABLE A2.4
      Sectors in which Business Gateway Clients are Trading or Intend to Trade
	Sector
	Number of Respondents
	Percentage of Respondents

	Real estate, renting and business activities
	428
	22

	Wholesale/retail
	371
	19

	Community, social and personal services
	342
	17

	Manufacturing
	165
	8

	Construction
	113
	6

	Hotels and restaurants
	104
	5

	Health and Social Work
	101
	5

	Creative industries
	93
	5

	Repairs (vehicles and household goods)
	78
	4

	Transport, storage and communications
	70
	4

	Primary
	51
	3

	Education
	41
	2

	Finance
	33
	2

	Other1
	15
	1

	TOTAL
	2,005
	100


N=2,005

Note:-

 1.
Other included such comments as “Not sure yet” and “Children orientated – don’t know exactly”.

TABLE A2.5

Location of Main Competitors to the Respondents’ Businesses

	Main Competition
	Number of Responses
	Percentage of Responses

	Locally (within same town)
	1,210
	39

	Regionally (within same local authority)
	704
	23

	Elsewhere in Scotland
	466
	15

	Elsewhere in the UK
	370
	12

	Overseas
	165
	5

	No competition that the client is aware of
	170
	6

	TOTAL
	3,085
	100


N = 2,006

TABLE A2.6


How Respondents First Found Out About Gateway
	Method
	Number of Respondents
	Percentage of Respondents

	Through a friend/relative
	559
	35

	Saw a press/billboard advertisement
	432
	27

	Referred by local enterprise company
	199
	13

	Came across it on the web
	 112
	7

	Referred by a job centre
	68
	4

	Saw a television advertisement  
	60
	4

	Referred by a job centre
	68
	4

	Referred by a local authority
	48
	3

	Heard a radio advertisement
	32
	2

	Referred by an enterprise trust
	26
	2

	Referred by a bank
	27
	2

	Refereed by an accountant
	12
	1

	Referred by a lawyer
	2
	0

	TOTAL
	1,577
	100


N= 1,577

Note:-

1.
This Table does not include the “Other” category which accounted for 416 responses. The details of these are given in the individual core service reports.

TABLE A2.7


Main Method of Contacting Gateway

	Method
	Number of Respondents
	Percentage of Respondents

	Face-to-face contact with an adviser
	1590
	80

	Telephone contact with an adviser
	256
	12

	Group contact with an adviser
	70
	4

	The website
	38
	2

	Through a leaflet/publication
	11
	1

	Other 
	21
	1

	TOTAL
	1,986
	100


N = 1,986

TABLE A2.8



Main Reason for Contacting Gateway
	Reason
	Number of Respondents
	Percentage of Respondents

	Help/support on starting a business
	1,096
	55

	Help/support to expand an existing business
	664
	33

	Other1
	246
	12

	TOTAL
	2,006
	100


N = 2,006

Note:-

1.
The “Other” category generally related to specific information, for example finance. Further details are given in the individual core service write ups
TABLE A2.9

Types of Information and Support Requested from Gateway  
	Information/support
	Number of respondents
	Percentage of Respondents 
	Percentage of responses

	Developing the business idea/start up
	744
	37
	19

	Funding
	643
	32
	16

	Financial
	394
	20
	9

	Grant aid
	382
	19
	9

	Marketing
	343
	17
	8

	Market research
	296
	15
	7

	Training
	205
	10
	5

	Legislation/regulation
	183
	9
	4

	Sourcing
	178
	9
	4

	Bookkeeping
	148
	7
	3

	PAYE/VAT
	121
	6
	3

	Business Planning
	98
	5
	2

	Premises 
	82
	4
	2

	Employment 
	70
	3
	2

	E-business
	62
	3
	1

	Distribution
	45
	2
	1

	IT/web
	31
	2
	1

	Product development
	16
	1
	0

	Business review
	12
	1
	0

	Importing/exporting
	12
	1
	0

	Other1
	164
	8
	4

	TOTAL/AVERAGE 
	4,229
	N/A
	100


N= 2,006

Note:-

1.
The “Other” category included: health check and new products (each 8 respondents); Patents and Franchising (each 6); networking (5); and quality assurance (2).

TABLE A2.10

     Satisfaction Ratings with the Gateway Services

	Satisfaction rating
	Number of Respondents
	Percentage of Respondents

	Very Effective
	719
	36

	Effective
	774
	39

	Mixed
	306
	15

	Poor
	118
	6

	Very Poor
	89
	4

	TOTAL
	2,006
	100


N = 2,006

TABLE A2.11

Reasons for the Gateway Service being given a Positive Rating 

	Reason
	Number of Responses
	Percentage of Responses 

	Provided with the information and support that was needed
	792
	51

	The information and support provided was good, very good or excellent
	399
	26

	The Advisers were knowledgeable
	158
	10

	Got funding or grant advice
	118
	8

	Helped with the business plan
	40
	3

	Pointed me in the right direction
	18
	1

	Gave me confidence
	16
	1

	Could not have done without them
	9
	0

	Gave me ideas
	6
	0

	TOTAL
	341
	100


N = 1,311

TABLE A2.12

Reasons for the Gateway Service being given a Negative Rating 

	Reason
	Number of Responses
	Percentage of Responses  

	Provided with very little or no help
	89
	24

	Could not get what was needed
	71
	19

	Information irrelevant
	69
	19

	Could not get what was needed
	71
	19

	No follow up
	57
	16

	Did not get the funding
	48
	13

	The advisers were not very good
	32
	9

	TOTAL
	366
	100


N = 238

TABLE A2.13
Reason for using the Web Site in Preference to Other Ways of Contacting 





Gateway  

	Reason
	Number of Responses
	Percentage of Responses

	Quicker way of accessing information
	65
	21

	Can be used outwith office hours
	64
	21

	More efficient way of accessing information
	55
	18

	Can be accessed at ones own pace
	50
	17

	Avoids the need to travel
	28
	9

	Cheaper way of accessing information
	20
	7

	Anonymous
	14
	5

	Other  
	7
	2

	TOTAL
	303
	100


N = 110

TABLE A2.14
Types of Information and Support Wanted from the Gateway Website
	Information/Support
	Number of responses
	Percentage of respondents
	Percentage of responses

	Start up
	202
	31
	22

	Sourcing
	116
	18
	13

	Funding
	89
	14
	10

	Grant aid
	87
	13
	9

	Training
	77
	12
	8

	Market Research
	70
	11
	8

	Financial
	53
	8
	6

	Marketing
	35
	5
	4

	General 
	35
	5
	4

	Legal 
	31
	5
	3

	Premises
	21
	3
	2

	Employment
	6
	1
	1

	Personnel 
	6
	1
	1

	Franchising
	6
	1
	1

	Import/Export
	4
	1
	0

	Patents
	4
	1
	0

	Courses/events
	3
	0
	0

	Product Equipment
	3
	0
	0

	Other1
	78
	12
	8

	TOTAL
	926
	N/A
	100


N= 654

Note:-

1.
Other category includes:  Tendering and Admin Equipment (each 2 respondents); New Product and Environment (1 each). The balance was made up of responses such as “A telephone number” “Networking” and “Can’t remember”.

TABLE A2.15
Effectiveness of the Web Site in Providing the Information Needed

	Effectiveness Rating
	Number of Respondents 
	Percentage of Respondents

	Very Effective
	118
	18

	Effective
	315
	48

	Mixed
	170
	26

	Poor
	37
	6

	Very Poor
	14
	2

	TOTAL
	654
	100


N = 654

TABLE A2.16
Additional Features That People Would Like to see on The Web Site

	Feature
	Number of Responses 
	Percentage of Responses

	Direct contact details
	30
	23

	Better search facilities
	16
	12

	Sector specific information
	14
	11

	Means of interacting with other users
	13
	10

	Better site links
	10
	8

	Improved financial information
	10
	8

	Higher level information
	7
	6

	Business Planning templates
	6
	5

	Start up “how to do it” kit
	6
	5

	Up to date information on  business legislation
	6
	5

	Business case studies
	5
	4

	Ability to book appointments online
	4
	3

	TOTAL
	127
	100


N = 94

TABLE A2.17
Interest in Seeing the Web Site Developed with Additional Features

	Interest Rating
	Number of Respondents 
	Percentage of Respondents

	Very Interested
	166
	27

	Interested
	242
	40

	Slightly Interested
	100
	16

	Not at all Interested
	104
	17

	TOTAL
	612
	100


N = 612

TABLE A2.18
 Business Advice and Support Agencies that would have been approached in 




Gateway’s Absence

	Agency
	Number of Responses 
	Percentage of Responses

	Accountants
	108
	15

	Enterprise trusts
	107
	15

	Banks
	103
	15

	Friends and relatives
	90
	12

	Private business advisers
	67
	10

	Lawyers
	60
	9

	Local authorities
	54
	8

	Trade associations
	51
	7

	Internet
	50
	7

	Job centre
	15
	2

	TOTAL
	705
	100


N =518

 TABLE A2.19
 Business Advice and Support Agencies that had recently been used by 





Respondents

	Agency
	Number of Responses 
	Percentage of Responses

	Accountants
	104
	26

	Banks
	73
	18

	Private business advisers
	67
	17

	Enterprise trusts
	63
	16

	Lawyers
	31
	8

	Local authorities
	29
	7

	Trade associations
	23
	6

	Job centre
	4
	1

	Friends and relatives
	3
	1

	TOTAL
	397
	100


N =354

TABLE
A2.20

       Comparison of Service Provided by Other Advisers in Comparison 




           with Gateway

	 Comparison
	Number of Respondents
	Percentage of Respondents

	Far Better
	65
	18

	Better
	91
	26

	The Same
	174
	49

	Worse
	17
	5

	Far Worse
	7
	2

	TOTAL
	354
	100


N = 354

TABLE A2.21


Willingness to Pay for Gateway Services
	Willingness to pay
	Number of Respondents
	Percentage of Respondents

	Yes
	467
	26

	Possibly
	653
	36

	No
	686
	38

	TOTAL
	1,806
	100


N = 1,806

TABLE A2.22


Amount Willing to Pay for Gateway Services

	Amount per Hour
	Number of Respondents
	Percentage of Respondents

	Less than £10
	324
	29

	£10-£20
	321
	29

	£20-40
	118
	11

	£40-£60
	30
	3

	£60-£80
	2
	0

	£80+
	5
	0

	Don’t know/depends
	320
	28

	TOTAL
	1,120
	100


N = 1,120

TABLE
A2.23

       Business Advice and Support Agencies That Gateway had Referred 





Clients To

	Agency
	Number of Responses
	Percentage of Responses 

	Enterprise trusts
	113
	21

	Banks
	82
	15

	Local enterprise company
	72
	13

	Local authority
	71
	13

	Accountant
	49
	9

	Trade Association
	38
	7

	Lawyer
	25
	5

	Training organisation
	22
	4

	IT Consultant
	14
	3

	Inland Revenue
	14
	3

	Prince’s Trust
	12
	2

	Job Centre
	8
	1

	TOTAL
	551
	100


N= 436

TABLE
A2.24

       Did the Agency You Were Referred to Provide the Advice and 






Support you Needed?

	 Response
	Number of Respondents
	Percentage of Respondents

	Yes
	417
	67

	No
	83
	13

	Did not Use
	127
	20

	TOTAL
	627
	100


N = 627

TABLE
A2.25

       Did the Respondents Have to Pay for the Referral Service?  
            

	Response
	Number of Respondents
	Percentage of Respondents

	Yes
	58
	9

	No
	449
	72

	Did not Use
	120
	19

	TOTAL
	627
	100


N = 627

TABLE A2.26



Willingness to use Gateway Again

	Willingness to use Gateway again
	Number of Respondents
	Percentage of Respondents

	Yes
	1,660
	83

	No
	200
	10

	Possibly
	146
	7

	TOTAL
	2,006
	100


N = 2,006

TABLE A2.27



Preferred Way of Accessing Gateway

	Preferred way
	Number of Respondents
	Percentage of Respondents

	Face-to face
	1,265
	71

	Telephone  
	250
	14

	Online
	239
	13

	Group workshop
	22
	1

	Literature
	11
	1

	TOTAL
	1,787
	100


N = 1,787

TABLE
A2.28

     Has Gateway had an Impact on Your Business?
	Has Gateway had an Impact?
	Number of Respondents
	Percentage of Respondents

	Yes
	920
	46

	No 
	577
	29

	Don’t know
	509
	25

	TOTAL
	2,006
	100


N = 2,006

TABLE
A2.29


Was Gateway’s Impact Positive or Negative?

	Type of Impact
	Number of Respondents
	Percentage of Respondents

	Positive
	893
	97

	Negative
	27
	3

	TOTAL
	920
	100


N = 920

TABLE A2.30

The Importance of Gateway’s Support  
	Impact
	Number of Respondents
	Percentage of Respondents

	VITAL – without Gateway I would not be in business
	160
	18

	VERY IMPORTANT – Without Gateway it would have taken me much longer to set up/ I would have faced major problems
	262
	29

	IMPORTANT – without Gateway it would have taken me longer to set up/ I would have faced problems
	304
	34

	NOT VERY IMPORTANT – I would still have started but it might have taken me slightly longer/ I might have faced small problems
	115
	13

	NEITHER IMPORTANT NOR UNIMPORTANT – Useful but had no impact on my business
	38
	4

	IRRELEVANT – I would be exactly where I am today even if I had never contacted Gateway
	14
	2

	TOTAL
	893
	100


N=893

 TABLE A2.31

Specific Impacts as a Result of Gateway’s Support
	Identified Impact
	Number of Responses
	Percentage of Responses

	Did things better
	347
	23

	Started trading
	283
	19

	Increased sales
	195
	13

	Developed new processes
	171
	11

	Increased profitability
	152
	10

	Did things quicker
	145
	10

	Developed new products
	83
	5

	Created jobs
	81
	5

	Safeguarded jobs
	37
	2

	Increased/started exporting
	29
	2

	TOTAL
	1,523
	100


N = 802

TABLE
A2.32

       Gateway’s Impact on Annual Sales

	Percentage increase in annual sales
	Number of Respondents
	Percentage of Respondents

	0-10%
	180
	73

	11-20%
	32
	13

	21-40%
	16
	7

	41-60%
	8
	3

	61-80%
	2
	1

	81-100%
	7
	3

	TOTAL
	 245
	100


N = 245

TABLE
A2.33


 Gateway’s Impact on Jobs

	Jobs created  
	Number of Respondents
	Percentage of Respondents

	1
	54
	44

	2
	33
	27

	3
	19
	15

	4
	8
	6

	5
	5
	4

	5+
	5
	4

	TOTAL
	124
	100


N = 124














































� Scottish Executive, 2005, Small Business Service Annual Survey of Small Businesses: Scotland 2003, Final Report, Enterprise and Lifelong Learning, Edinburgh.


� Ibid, p. 92.


� A partial alternative explanation may be that the earlier data was interpreted incorrectly in that it assumed that respondents were aware of the differences between organisations in the business advice and support world. For example, did those who said they received support from Scottish Enterprise mean this or were they using this as a synonym for Business Gateway?


� Scottish Enterprise, Business Gateway Marketing and Communications Plan, Scottish Enterprise, Glasgow, 2005.


� This Table shows the number of enquiries rather than contacts, as are shown in Table 2.1. An enquiry is a distinct type of question, whereas a contact represents the number of individuals making contact with Gateway, rather than the number of questions asked. The total number of enquiries need not be the same as the total number of contacts.  


� R, the regression coefficient, summarises the linear relationship between 2 variables. It varies between -1 and +1. A value of +/- 1 indicates a perfect linear relationship, when a 1 unit increase or decrease  in the value of the independent variable results in a 1 unit increase or decrease in the value of the dependent. A value of 0 indicates that there is no relationship. The R2 value indicates the percentage of the variance in the dependent variable that is explained by the independent.


� There is a very strong positive relationship between the number of employees and number of workplaces (R2 0.944). The date set therefore exhibits a high degree of multicollinearity. 


� The Gateways exhibiting this distribution were: Ayrshire, Borders, Dunbartonshire, and Edinburgh and the Lothians.  


� The Gateways showing this distribution were: Dumfries and Galloway, Fife, Forth Valley, Grampian, Renfrewshire and Tayside.


� http://www.scotbanks.org.uk/new_businesses_enterprise.htm


� The VAT threshold in March 2004 was £56,000. It seems likely, as the Gateway client survey results show (Chapter 5), that many businesses supported through Gateway are not, initially VAT registered.     


� Some of this periodicity in April 2004 may have resulted from the phasing out of the E-business grant (the last claim for which was accepted in March 2004).This seems to have resulted in more start up activity as people took advantage of the grant before it was phased out.


� This excludes High Growth starts and spin outs and relates to businesses starting in 2001/02.


� These figures need to be treated with caution as in some areas contact is unable to be made with a large percentage of starts. The average non-contact across the Network is 26% rising to 74% in Glasgow.   


� The relationship between levels of entrepreneurship and levels of education is confirmed by other research. For example the 2003 Household Survey of Entrepreneurship (Scottish Executive, Enterprise and Lifelong Learning, 2005) found that there was a “relationship between education and entrepreneurial activity” (p. 23). However, this was not a simple relationship. For example, those with degrees were not more likely than the average to set up in business, whereas those with SVQ1 or the equivalent were far more likely to be entrepreneurs.


� Ideally this hypothesis would have been tested in the Gateway client survey. However, the survey did not include any questions on respondents’ qualification levels.


� For example the contract management costs were reduced from £110,000 to around £40,000 in one instance. The justification for this was that these were the costs of managing the 4 core services, whereas the earlier figure included such things as High Growth.


� It should be noted that the extension of costs could have been extended to cover other items, for example staff training. However, we feel that the items identified in Paragraph 4.7 account for the majority of additional overhead costs.


� 	We have not made any allowance for the costs of cars which Scottish Enterprise estimates as 2.5% of gross salary costs.  





� The Glasgow Gateway manager’s explanation for the low management costs (given the absolute size of the contract) is that much of the cost of   monitoring and management is borne by the contractor. It may be that in other Gateways the type of comprehensive data collation and reporting that in Glasgow is undertaken by the contractor is done by the manager thereby explaining the higher costs.


� For example if start up costs accounted for 60% of total core service costs then 60% of the contract management costs have been loaded onto the start up   costs. 


� Second City, 2002, Business Start-up Costs 2000/2001 and 2001/2001, Draft 1, Preliminary and Tentative: Discussion Purposes Only, June.


� The   Business Information core service costs for the 5 Gateways are £984,380 (Table 4.5). To this has to be added Business Information’s share of contract management costs. The percentage share of core costs for each Gateway is shown in Table 4.6. Applying these percentages to total contract management costs (Table 4.2) gives a total of £85,397 made up from: Borders (£16,497); Dunbartonshire (£16,040); Glasgow (£5,831); Grampian (£7,137); and Tayside (£39,892).


� £1,069,777/89,403 = £11.97





� Tayside awards its Gateway contract uncompetitively. It estimates that the cost of a BDR is £91. This figure has not been included here as it seems to be out of line with the other costs.


� AST is paid £150 for a Healthcheck and £210 for a BDR by Dunbartonshire and Dumfries and Galloway. Ayrshire pays £175 for a Healthcheck (16% more) and £250 for a BDR (19% more).


� The number of contractors is being used as a summary surrogate measure of the differences in delivery structures.


� The linear R2 value falls to 0.000, the cubic to 0.035.


� This figure is calculated as follows, for jobs: 184 X (9,180/1,000) = 1,689 where 184 is the number of jobs created per 1,000 start ups and 9,180 is the total number of business starts in 2004/05. For sales: £4.4 X (9,180/1,000) = £40.4 million where £4.4 million is the value of sales per 1,000 start ups and 9,180 is the 2004/05 number of starts through Gateway.


� However, it needs to be stressed that this question asked respondents to identify the Main way that they had contacted Gateway. Far more than 2% had assessed the Gateway website, albeit that this was not their main method of contact.








� This may reflect both the fact that many of the data base contacts were for Level 1 enquiries and that the data bases used to derive the survey samples were not “clean”.


� However, it needs to be stressed that this question asked respondents to identify the Main way that they had contacted Gateway. Far more than 2% had accessed the Gateway website, albeit that this was not their main method of contact.








� However, it needs to be stressed that this question asked respondents to identify the Main way that they had contacted Gateway. Far more than 1% had assessed the Gateway website, albeit that this was not their main method of contact.





� Respondents could give more than one answer.


� The wording for these questions varied slightly depending upon the service. See Tables 6.7, 7.7.8.7 and 9.7 for the exact wording.


� These figures are calculated by multiplying the jobs and sales figures in Table 10.10 that relate to every 1,000 starts by 9.18.
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