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1 Introduction and Method

Scottish Enterprise Dunbartonshire commissioned Frontline Consultants to undertake a review and evaluation of the EDGE 2007 programme.  Stage 1 of the review included the evaluation and initial economic impact assessment of EDGE 2007.  This paper presents the findings from Stage 2, the purpose of which was to re-interview companies who participated in the programme to test the extent to which the economic benefits they had anticipated – during the application process and initial post-programme interview – had been realised.  The results of these interviews directly informed the economic impact assessment presented in this paper.

Our approach to the full review is presented in the diagram below.
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2 Economic Impact Update

2.1 Summary

The assumptions used to calculate the net and GVA impacts are consistent with current Scottish Enterprise guidance and are laid out in full below.  In summary:

· the revised gross anticipated annual impact on the Scottish economy reported by businesses who participated in EDGE 2007 is £3,877,000 per annum
· the revised anticipated annual net impact on the Scottish economy is £1,121,533 per annum
· the anticipated annual GVA impact on the Scottish economy is £464,123 per annum
It is important to recognise that the annual net impact and GVA impact reported above are likely to represent the absolute minimum increase directly attributed by companies to EDGE 2007, as – in line with our original economic impact assessment – our methodology has produced a range of figures that account for adjusted deadweight and optimism bias.
2.2 Gross impact

Of the companies we spoke to, 21 identified increased turnover that they attributed to participating in the EDGE programme.  18 companies were able to quantify this increase, directly attributing a total increase of £3,877,000 per annum in turnover to participating in EDGE 2007.  6 companies reported that they had or were in the process of creating an additional 19 full time equivalent jobs as a result of the recommendations that emerged from the consultancy projects delivered by the EDGE teams. 



Table 2.1: Gross Impact of EDGE 2007
	
	No. of businesses expecting (in year 1)
	No. of businesses able to quantify increase
	Total quantified increase
	Range

	
	
	
	
	Low
	High

	Increase turnover
	21
	18
	£3,877,000 p/a
	£5,000 p/a
	£600,000 p/a

	Cost savings
	3
	3
	£31,000 p/a
	£5,000 p/a
	£20,000 p/a

	Increased employment
	6
	6
	19 FTE  jobs
	1
	11


Other benefits identified by individual companies included:

· improved relationship with a major supplier

· 50% increase in production efficiencies

· increased operating profits (unquantified)
· 15% productivity increase in a core part of their operations

· increased awareness and acknowledgement of business plan usefulness amongst staff (up to 80% from 40%)

2.3 Net impact

We have developed the net impact in line with Scottish Enterprise guidance.  The assumptions we have made include accounting for:

· leakage

· displacement

· substitution

· industry specific Scottish Executive Type II multipliers

· deadweight

In our initial evaluation, we produced figures that accounted for a range of deadweight.  The lower range took account of the deadweight companies directly identified (through interview) that they expected to result from the EDGE project.  The identified associated deadweight was relatively low in comparison with what we would expect to see in similar initiatives, and we have again produced a higher deadweight figure to account for this.  The higher deadweight figure (50%) recognises that while the EDGE teams made a significant contribution in terms of producing recommendations, both the initial identification of the project and its implementation will have to be taken forward by the companies themselves.
Our approach also drew on the re-evaluation of the 2005 programme (GEN Consulting, 2007) to take account of ‘optimism bias’.  The re-evaluation showed that only 40% of anticipated benefits were in fact realised two years later, and our initial impact assessment of the 2007 programme reflected this (figures included in tables below for comparison and reference).  We have applied a similar optimism bias to our figures this time, as we re-interviewed companies only 6 months after the completion of the programme, i.e. before they had fully implemented the recommendations and had the chance for them to work through their business cycle for a full year.  The figures produced that include account for both adjusted deadweight and optimism bias are likely to represent a reliable minimum realised by companies who participated in EDGE 2007.  
In addition to producing net impact figures at the national level, we have also produced figures at the local level by multiplying the multiplier by 0.5.  This approach was agreed between the EDGE team and previous evaluators, and we have adopted this approach to ensure consistency.  

As shown in the table below, the revised local net impact for EDGE 2007 (adjusted for deadweight and optimism bias) at the local level is £882,998, and at the national level is £1,121,533.
Table 2.2: Net impact figures

	
	Local (£) – 2007 post programme evaluation
	
Local (£) – 2008 6 month economic update
	National (£) – 2007 post-programme evaluation
	National (£) – 2008 6 month economic update

	Unadjusted net impact
	5,803,250
	4,263,590
	7,013,141
	5,415,665

	Net impact with deadweight adjusted
	3,095,552
	2,207,495
	3,749,071
	2,803,833

	Net impact – accounting for optimism bias
	2,321,300
	1,705,436
	2,805,256
	2,166,266

	Net impact with deadweight adjusted and accounting for optimism bias
	1,238,221
	882,998
	1,499,628
	1,121,533


2.4 GVA impact

We have used the net impact figures to update the quantified attributable net GVA for EDGE 2007.  In line with our approach to calculating the net impact figures above, we have produced a range of GVA figures which make allowances for adjusted deadweight figures and a likely ‘optimism bias’.   We have also used industry specific GVA ratios drawn from 2005 Annual Business Inquiry data.  Again, we have produced figures at the local and national level, and have included the figures from our initial post-programme evaluation for reference.

As can be seen from the table below, the net annual GVA attributed to EDGE 2007 (adjusted for deadweight and optimism bias) at the local level is £366,856, and at the national level is £464,123.  The process of adjusting these figures for deadweight and optimism bias means we can have a high degree of confidence that these represent the minimum quantified annual GVA increase that we can attribute to EDGE 2007.
Table 2.3: Net annual GVA increase
	
	Local (£) – 2007 post programme evaluation
	Local (£) – 2008 6 month economic update
	National (£) – 2007 post-programme evaluation
	National (£) – 2008 6 month economic update

	Unadjusted GVA
	2,504,924
	1,768,007
	3,066,971
	2,236,136

	GVA with deadweight adjusted
	1,355,298
	917,141
	1,662,631
	1,160,308

	GVA – accounting for optimism bias
	1,001,969
	707,203
	1,226,788
	894,454

	GVA with deadweight adjusted and accounting for optimism bias
	542,119
	366,856
	665,053
	464,123


3 Conclusions
3.1 A positive impact on the Scottish economy

The EDGE 2007 economic impact update shows that the programme continues to have a positive impact on the Scottish economy.  Although companies report lower projections for impact than in the immediate aftermath of participating in the programme, the EDGE 2007 has:
· produced a gross annual increase in turnover of £3,877,000

· directly resulted in 19 new FTE jobs

· enabled participating companies to realise £31,000 per year in cost savings

· resulted in a minimum annual net impact of £1,121,533 on the Scottish economy

· resulted in a GVA increase of £464,123 for the Scottish economy

It is important to recognise that these figures are likely to represent the minimum directly attributable impact of EDGE 2007.  Indeed, given that we have continued to account for  optimism bias at 60% despite the companies themselves beginning to readjust their expectations makes it likely that the annual GVA increase may in fact be higher than that identified here, lying closer to the figures that have only been adjusted for deadweight.  We have, however, produced the figures that account for deadweight and optimism bias to produce the EDGE team with a reliable minimum impact directly attributable to EDGE 2007.  In line with previous approaches, the EDGE team may wish to consider revisiting the economic impact two years after the completion of the programme to both establish the impact of the programme after the recommendations have been fully implemented and been in place for a full business year, and to update the learning that can be applied to future early stage economic impact assessments.
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