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1.0
EXECUTIVE SUMMARY
1.1 Introduction

1.1.1 The purpose of this evaluation was to review the progress of the Small Companies Innovation Support (SCIS) scheme from 1st April 2002 to 31st March 2005 and to make an assessment of the outputs and impacts achieved and likely to be achieved for Renfrewshire businesses and the local economy.

1.1.2 At the outset of this Executive Summary, it should be emphasised that the evaluation was undertaken before the majority of companies had launched their SCIS supported projects. Consequently, the major impacts for SCIS are being forecast over the next two years. The principal reason for undertaking the evaluation at this early stage was to assess the progress made against ERDF targets and to support an application for future European funding.

1.2 Objectives

1.2.1 The research was based on both qualitative and quantitative measures to ensure a broad understanding of how the project met its objectives and targets.
1.2.2 The principal objectives of the evaluation were to;

· undertake an assessment of the net economic impacts of SCIS to date on the companies assisted and the anticipated impacts of this assistance and;

· assess the value for money of the projects and cost per job.
1.3 Methodology

1.3.1 Companies that participated in this evaluation were interviewed by Knowledge Partnership on a face to face basis at their own premises. Thirteen companies from the eighteen, or 72% of companies that had participated in SCIS were interviewed. Knowledge Partnership were unable to establish contact with the remaining five companies. Having made three attempts with each company, it was agreed with Scottish Enterprise Renfrewshire to base the evaluation on the thirteen interviews undertaken and to weight the results to reflect eighteen companies.
1.4 Economic Impacts
1.4.1 The table below shows the gross outputs achieved to date by SCIS, the anticipated outputs and the total achieved to date and anticipated outputs compared with the intermediate ERDF targets. It shows that a number of targets have already been met, namely:

- Anticipated generated income


- Jobs safeguarded


- Jobs created for ethnic minorities


- New products introduced

	Output
	Intermediate ERDF Targets
	Achieved to Date

(Weighted for 18 companies)
	Anticipated over 2 years (Weighted for 18 companies)
	Total

	
	
	
	
	

	Increased sales
	n/a
	£447,923
	£24,023,075
	£24,470,998

	Increased profit
	n/a
	£125,653
	£10,488,461
	£10,614,114

	Anticipated generated income
	£1,093,166
	£1,174,153
	Not Known
	£1,174,153

	Increased jobs
	36
	11
	78
	89

	Jobs safeguarded
	18
	29
	36
	65

	Jobs safeguarded in SIP areas
	2
	0
	Not Known
	0

	Jobs safeguarded for women
	3
	1.5
	3
	4.5

	No of jobs created for women
	11
	4
	Not known
	4

	No of jobs created for ethnic minorities
	1
	1.5
	Not known
	1.5

	No of jobs created for disabled people
	1
	0
	Not known
	0

	No of jobs created in areas defined as in most need
	3
	0
	Not Known
	0

	IPR registrations
	9
	7
	21
	29

	IPR registrations relating to environmental issues
	1
	0
	3
	3

	New products introduced
	18
	24
	22
	46

	New processes introduced
	9
	7
	6
	13


1.4.2 At a gross level, SCIS is forecast to exceed all its key targets.
1.4.3 To calculate the net impact of SCIS, the gross figures shown above were adjusted to take account of additionality. Normally in calculating net impacts, the effects of displacement would be taken into account. However, in this instance, very low levels of displacement were identified, with the majority of competitors based either in the USA or the Far East. Consequently, net impacts have been based on additionality alone. 

The following table summarises the net impacts of SCIS.
	
	To Date
	In 2 Years

	Programme Cost
	£322,000
	n/a

	Gross Sales
	£447,923
	£24,023,075

	Gross Employment
	11
	78

	Net sales – local
	£158,538
	£10,570,153

	Net sales – national
	£268,087
	£17,874,128

	Net employment – local
	3.25 fte
	36 fte

	Net employment – national
	4.5 fte
	50 fte

	Cost per net job – local
	£99,076
	£8203

	Cost per net job - national
	£71,555
	£5908

	GVA contribution – local
	£54,668
	£3,644,880

	GVA contribution – national
	£92,444
	£6,163,492

	GVA per employee – local
	£16,820
	£101,246

	GVA per employee - national
	£20,543
	£123,269


1.4.4
When considering the cost per job to date, it should be noted that the bulk of employment impacts from SCIS are anticipated over the next two years. Based on recent evaluations of SCIS in other LEC areas, we believe that these are broadly comparable figures.

1.4.5
There is a significant variation between GVA per employee to date and forecast over the next two years. This variation is linked to the fact that a number of SCIS projects have yet to be launched and the high levels of anticipated turnover. The forecast GVA per employee figures are significantly higher than the Scottish Executive quoted figures. The average GVA per employee across all industries is quoted by the Executive as £32,254. 
1.4.6 In addition to quantitative impacts, SCIS has also had qualitative impacts on a number of participating companies. These are summarised below. 

	Impact
	No of Companies

	Take more strategic view of business
	6

	Developed culture of innovation in company
	5

	Developed technical or innovation skills
	5

	Implemented change in business
	3

	Increased innovation related activity
	3

	Network to a greater degree than before
	3

	Deeper understanding of innovation
	3

	Better understanding of IPR process
	2


1.4.7
Eight companies of the thirteen reported these impacts. The five companies 
that reported no indirect impacts said that they felt they already displayed these 
characteristics and that the main impact of SCIS was directly related to the 
funding of their project. These companies were clear that this was no implicit 
criticism of SCIS. 

1.4.8 Half of the companies interviewed felt that, overall, they had gained new skills resulting from SCIS. These skills ranged from increased awareness of public sector funding through to specific SCIS project related skills. A number of firms also reported that they had improved their project management skills as a result of the SCIS application and monitoring process

1.5
Key Conclusions and Recommendations
1.5.1
To date, SCIS has met four key targets. 
However, the major impacts are 
forecast over the next two years, when the majority of projects will have been 
launched and gained a presence in the marketplace.

1.5.2 However, there is a reasonably high level of risk associated with these forecast impacts. Firstly, we believe that there is a tendency in SMEs to be over optimistic in their growth plans. Secondly, in many cases, this forecast growth is closely linked with the ongoing success or otherwise of the SCIS funded project. 

1.5.3 Overall, companies felt that the balance between the application and monitoring requirements of SCIS and accessing funding was good. This was in contrast to other programmes such as SMART, which were felt to be excessively bureaucratic in their application process with little chance of receiving funding. 

1.5.4 The application process for SCIS is rigorous in nature and requires a degree of business and project management knowledge. This process in itself has been recognised by participants as being beneficial in that they were required to consider a range of project issues that may otherwise have omitted from their project plan. The necessary rigour of this process, however, can be a barrier for individuals or small businesses that have a sound idea, but lack the business skills to undergo a SCIS application. The risk to Scottish Enterprise Renfrewshire is that these ideas are not pursued because of a lack of business knowledge on the part of the applicant.


It is important that the mechanisms already in place to deal with potential SCIS 
projects are able to provide the specialist support required to develop an 
innovative idea into a viable SCIS project.


Recommendation: A review is undertaken of the process by which 
support is offered to companies or individuals who do not necessarily 
have the business skills to fully develop a SCIS application. The review 
should consider the specialist skills required by SER advisers in the 
initial 
stages of support, and should take steps to address any gaps in 
adviser knowledge.

1.5.5 The overwhelming route for companies into SCIS is via existing Scottish Enterprise channels, either through companies making contact with SER or through referrals by SER client/account managers. Whilst this works effectively for the companies that have engaged with SCIS, there is an opportunity to expand the awareness of SCIS through engaging other business development channels, such as Local Authorities, Chambers of Commerce, Business Support Groups etc. 


Recommendation: An analysis of all support channels to Renfrewshire 
businesses is undertaken. Once identified, SCIS is promoted as a 
business development service to these channels, together with a 
clearly defined process 
for referring potential applicants onto the 
programme.
1.5.6
Whilst SCIS itself helps companies to develop new products and processes, 
these companies still face significant challenges ‘post-launch’ as they bring 
their project to market. The principal challenges for them are sourcing markets 
and accessing effective distribution channels. In smaller organisations, this can 
be particularly difficult as they try to balance the day to day management of 
their business with generating sales for their new product. These ongoing ‘post 
launch’ challenges can be critical to the overall success or otherwise of the 
project. 


Recommendation: Aftercare support is made available to all SCIS 
companies 
after 
the completion of their SCIS project to help them 
address the 
challenges of taking the product to market and sustaining 
their 
business. We would suggest that a review is undertaken of the 
current process of managing companies in their post SCIS period with a 
view to ensuring a seamless aftercare process. 

1.5.7
It is evident that there is a considerable knowledge base among current SCIS 
companies on the process of product development and taking that product to 
market. There is an opportunity for Scottish Enterprise Renfrewshire to use this 
knowledge resource to benefit other companies that are currently going through 
a similar process, or are considering embarking on a process of new product 
development. In our view, business places particular value on the advice and 
experiences of other businesses, and that providing a forum to facilitate this 
exchange of experience would be valuable for companies.


Recommendation: Scottish Enterprise Renfrewshire considers 
implementing a mechanism to facilitate the exchange of knowledge and 
experience between exemplar SCIS companies and companies 
considering embarking on SCIS. Giving due consideration to the time 
pressures on businesses, this would likely 
take the form of facilitated 
lunchtime or evening sessions, themed around companies particular 
experiences of SCIS and the product development process.
1.5.8 Finally, during our interviews, we identified a wide range of positive, newsworthy stories relating to SCIS supported projects, including a number of small companies on the verge of signing deals with global organisations. These are highly positive outcomes for SCIS, and reflect well on companies, SCIS and Scottish Enterprise Renfrewshire.


Recommendation: Scottish Enterprise Renfrewshire reviews its PR 
process to ensure that these positive experiences are identified and 
communicated to the appropriate media channels.  

2.0
BACKGROUND AND OBJECTIVES
2.1 Background

2.1.1
The purpose of this evaluation was to review the progress of the Small Companies Innovation Support scheme to date, and to make an assessment of the outputs and impacts achieved and likely to be achieved for Renfrewshire businesses and the local economy.

2.1.2 The research was based on both qualitative and quantitative measures to ensure a broad understanding of how the project met its objectives and targets. 

2.1.3 SCIS is a Scottish Enterprise National Product that is run by all Local Enterprise Companies on behalf of the Scottish Executive. A national product is a product that is available to companies throughout the Scottish Enterprise Network, subject to the satisfaction of certain criteria. In Renfrewshire, SCIS is supported by ERDF funding which commenced on the 3rd July 2002. However, prior to this, SCIS was run for several years, initially by the Scottish Executive and then by Scottish Enterprise.

2.2
Objectives
2.2.1
The objectives of this evaluation were as follows:

· To provide an evidence base for the forthcoming SCIS ERDF application to secure future funding

· To further develop or modify SCIS 

· To influence the level of resources required by the projects

· To help establish appropriate targets for the projects

2.2.2 Specifically, the evaluation addressed the following

· An overall assessment of whether SCIS met its targets or is on track to meet its principal objectives and targets
· An assessment of whether these objectives and targets are still valid

· An assessment of the net impacts of SCIS to date on the individual companies assisted and likely impacts. These impacts were defined as:
- Total net employment (full time/part time etc)

- Net cost per job

- Net sales

- Overall anticipated generated income

- Contribution to GVA

· Assessment of additionality, displacement and multiplier effects

· Qualitative information illustrating

- Company achievements

- Satisfaction levels with each of the projects

- Elements missing

- Improvements and future direction of the projects

· Review of why SCIS has failed to attract companies/clients from the Objective 2 Programme areas and specific recommendations on how this might be addressed going forward

· Assessment of the value for money of the projects and a comment of the cost effectiveness of each of the projects. This should be based on a cost per job comparison with evaluations of SCIS in other parts of Scotland.

· Overall recommendations on the future direction of SCIS and how these projects can be improved.

3.0
METHODOLOGY

3.1
Project Set Up

3.1.1
At the outset of the project, the project specifications were agreed between Knowledge Partnership and Scottish Enterprise Renfrewshire (SER) at a project set-up meeting. The purpose of this meeting was to finalise the project scope, objectives, timescales and risks.

3.1.2 Following this meeting, Knowledge Partnership undertook a review of relevant project literature. This comprised of the following documentation:

· Previous SCIS evaluations from other LEC areas

· SCIS Application Guidance Notes

· SCIS Consistent Product User Guide

· Relevant ERDF Application Forms

· Scottish Enterprise Gross Value Add guidance notes

3.2
Research Design & Plan
3.2.1
Following the project set-up phase, the research questionnaires were designed by Knowledge Partnership and subsequently agreed with SER. 

3.2.2 On agreement of the questionnaires, SER contacted all SCIS participant companies to inform them that the evaluation was taking place, and to request their participation. Following the issue of this letter, Knowledge Partnership contacted all companies with a view to arranging an interview.

3.2.3 All companies that had participated in SCIS during the evaluation period were contacted. The companies that engaged in this evaluation are listed in appendix 1 of this report. 

4.0 
EVALUATION
4.1
Company Profile
4.1.1
This draft report is based on the feedback of 13 of the 18 companies that received SCIS support during the evaluation period. We were unable to establish contact with the remaining 5. All companies interviewed had limited liability status and nine of the thirteen companies were between two and five years old.
4.1.2 On average, the companies interviewed employed an average of 16 FTEs. However, this figure is somewhat imbalanced through two of the companies in the sample employing 85 and 60 employees. If they are removed from the calculation, the average FTE employment is 4.8. This is more representative of the overall sample, which consisted predominantly of small business with relatively few employees.
4.1.3 At the start of the various SCIS projects, the overall average FTE figure was 14.5. Removing the two larger companies from this figure, the overall average employment figure is 3.3. Whilst this increase cannot be directly attributed to SCIS at this stage of the report, it is an indication that the companies who received SCIS are increasing their employment levels.

4.1.4 The total current turnover of the sample is in the region of £12 million. However, this figure is somewhat misleading, because a number of companies either display very low levels of turnover or no turnover at all. This is because they are in the early stages of development, and the outcome of their SCIS supported project is central to their revenue generating plan. The bulk of the identified turnover came from two companies who were already well established prior to engaging with SCIS.

4.1.5 Participating companies were involved in the following activities:

· Medical technology

· Engineering design

· Electronics

· Software

· Manufacturing

· Business Services
However, a relatively small proportion of the sample were directly involved in manufacturing activity. The bulk were engaged in design based activity, with any future manufacturing requirement being licensed.

4.1.6 Companies within the sample currently operate in the following geographic regions:

Region

No. of Companies

Renfrewshire

3

Scotland


4

UK



5

Overseas


8
It is interesting that over half of the sample operate in overseas markets, particularly given the relatively young age of the companies. We believe that this is due primarily to the nature of the products and services being developed, although two of the well established companies had a long history of overseas trading. 

4.1.7 Whilst a number of SCIS projects have still to be launched on the market, the companies have forecast that they will be selling to a global marketplace. There is some evidence to support this, in that a number of businesses are already in licensing discussions with global companies or, indeed, have already signed such agreements. 
4.1.8 This could have implications for companies ongoing support requirements, which will be discussed at a later stage in this report.

4.2 Pre SCIS Application
4.2.1 Prior to engaging with SCIS, companies felt that they were facing three main barriers to moving their project forward. These barriers are shown in Table1:

	Principal Barrier
	No of Companies

	Insufficient Funds
	9

	Risk too High
	7

	Lack of Time
	4


4.2.2 Insufficient funds and excessive risk were the key barriers to progressing with development projects. In our opinion, these two barriers are closely linked. Where companies felt that excessive risk was a key barrier to them, they stated that their company did not have sufficient resources to absorb the costs of project development should it go wrong. In other words, their company would have gone out of business. 

4.2.3 Given this scenario, there is a key role for SCIS to address this level of risk where perhaps the private sector may be reluctant to take 100% of the risk exposure. Therefore, it could be argued that SCIS addresses a key market failure in the inability of the private sector to fully fund relatively high risk development projects.
4.2.4 A lack of time was also mentioned by four companies as a key barrier. One of these companies was a large, well established business that felt that the pressures of running the business on a day to day basis as well as undertaking the new product development were a key challenge to them. The rest of the businesses were smaller, and were trying to balance the development of their projects with the other tasks associated with developing a business and raising funds. In these instances, the ability of SCIS to cover external and internal contractor/staff costs was extremely useful.

4.2.5 Prior to engaging with SCIS, all companies had taken steps to develop their projects. In all cases, this related to developing project concepts and undertaking preliminary market research. Therefore, at the SCIS application stage, all companies felt they were able to articulate their project and outline the key potential markets. 
4.3
Awareness of SCIS 
4.3.1
There was 100% recall among the sample of SCIS as a project and the nature 
of assistance received. It is likely that this high level of recall is due to the 
relatively high level of support compared with company size, and the fact that 
the key individuals who originally received SCIS are still in place within the 
company. 

4.4
Referral to SCIS
4.4.1
All companies first heard about SCIS either through SER or the Innovation 
Centre. This is illustrated in Table 2:

Table 2: ‘How Did You Hear About SCIS’

	Source
	No of Companies

	Called SER for general assistance
	5

	Suggested by SER
	4

	Innovation Centre
	4

	Gateway
	0

	Recommended by Colleague
	0

	Council Adviser
	0

	Chamber of Commerce
	0

	ICASS
	0


4.4.1 Table 2 shows that SER itself and the Innovation Centre are the current sole sources of successful referrals to the SCIS programme. However, we understand that a small number of referrals were actually made through Renfrewshire Council. However, the companies themselves believe that they engaged with SCIS through SER. Whilst we are unable to say through which channels unsuccessful applications were referred, Table 2 does show that there is an opportunity to increase the level of referrals to SCIS through channels other than SER. This could involve raising the awareness of SCIS in organisations such as Local Authorities and clearly defining a path for referral to SCIS.

4.4.2 It is encouraging for the Innovation Centre that a number of companies based there were referred to the programme through a Centre Adviser. However, one company felt that they had not had the full benefit of the Innovation Centre advisory support because of unclear lines of communication with SER and a number of different SER contacts, which in turn had meant that their SCIS application had been impacted. However, this issue has now been resolved to the company’s satisfaction.
4.5 Assistance Received Through SCIS
4.5.1 All but one of the sample were initially seeking financial support for product and process development costs. Two companies were seeking support for market research costs and four required market launch support costs. 
4.5.2 No companies in the sample were initially seeking access to any advice or expertise relating to their project. Whilst this is entirely in line with the SCIS objective of providing financial assistance, it also provides an indication of the nature of SCIS supported companies. In general, they all feel comfortable with their levels of knowledge as it applies to the research and development of the SCIS supported project. 
4.5.3 However, that is not to say that they demonstrate competency in all aspects of business management. A number of companies stated that they felt they did not have sufficient expertise in areas such as sales and marketing, and would have benefited from such knowledge based support. However, they also stated that this support, were it available, would have to be highly specialised and focused on their particular market and product, and that general marketing advice would not be sufficient for them.

4.5.4 In all cases, companies received support in the areas that they required. This is encouraging for SER, since it indicates, at a high level, that support is being delivered in line with customer requirements. 
4.5.5 Companies stated that they received no assistance from any other organisation for the development of their SCIS project.
4.5.6 Overall, companies used their SCIS funding primarily to cover ‘knowledge based costs’. That is to say, they paid for external expertise in the form of consulting specialists or covered their own salary costs as they applied to the project. Other costs related primarily to the purchase of materials and equipment needed for prototyping and testing. 
4.5.7 In total, companies spent the following time and resources on their SCIS projects:


Capital Spend


£349,000


Employee/Contractor Costs
£499,000


Man Days



3402


This brings the total anticipated generated income to date to £848,000, or 
£1,174,153 on a weighted basis.
4.5.8 Overall however, the majority of project costs were incurred in covering the ‘knowledge costs’ outlined in 4.5.6. In our opinion, this is highly reflective of the characteristics of the overall sample, which comprised primarily of small companies engaged in product or process design. Because of their size, they do not necessarily have access to the testing or manufacturing facilities of larger companies, and therefore engage outside contractors to undertake this work on their behalf. 

4.5.9 On average, companies spent 261 man days on the development of their projects. For smaller companies in the early stages of their development, this represents almost 100% of their employee time. This links back to the point made in 4.1.4 that for some companies, their SCIS project is central to their overall development.
4.6 Companies View of SCIS
4.6.1 Overall, the availability of non repayable finance was the key attraction of SCIS to companies. However, there were a number of other attractions to SCIS.

4.6.2 61% of companies felt that there was a good balance between the application process for SCIS and the availability of funding. A number of companies made a direct comparison with SMART, which they felt required an excessive amount of time on the application process with a relatively small chance of getting funding at the end of it.

4.6.3 This is a positive reflection on SCIS. Often, companies feel that public sector application and monitoring processes are excessively bureaucratic and are a barrier in themselves to participating in a programme. Apart from one company that felt the overall application process was excessive, all participants felt that the balance was right.

4.6.4 Indeed, some companies felt that the application and monitoring requirements of SCIS were, in themselves, a key benefit of the programme. By going through a rigorous project appraisal process, almost 40% of companies reported that the quality of the subsequent project had been improved significantly. This was because they had had to consider a number of key project issues through the application process that otherwise they wouldn’t have considered.

4.6.5 However, a number of companies (30% of the sample) commented that a certain amount of business knowledge was required to complete the process, particularly relating to the business plan. Whilst they recognised that this process was important and necessary, they felt that some potential applicants could be discouraged from pursuing an application because of a lack of business knowledge.

4.6.6 In our view, this highlights the importance of linking SCIS and potential SCIS applicants with other aspects of business support through SER. This would  ensure that no potential SCIS project is lost through a lack of business knowledge that could be addressed through other support programmes.
4.6.7 The other key attraction of SCIS was the fact that it offered wholly integrated project support, from market research through to product launch. Many companies felt that this was a key benefit of the programme because it meant that they did not have to make multiple applications, and knew exactly what the overall funding status was at the outset of the project. 
4.6.8 However, a number of companies (23% of the sample) suggested that the overall funding structure could be improved. Whilst 50% funding is available for the market research and product launch phase of the project, only 35% is available for the actual product/process development. Companies felt that this was the most costly element of the overall project and the main reason they engaged with SCIS. Consequently, 50% funding of this project phase would be more useful to them. However, SCIS itself is bound by state aid rules that specify the overall amounts of funding available, and therefore there is limited flexibility to respond to this view.  In addition, we did not identify any evidence to suggest that the 35% funding level was a barrier to companies.
4.6.9 The flexibility of SCIS to accommodate changes in the project scope was of key importance. As their project develops, companies will often require to change the scope of their project. From their perspective, it is important that the support offered by SCIS can accommodate these scope changes, and they are not constrained by having to work within project parameters that have no flexibility to be altered.

4.6.10 The role of the SER SCIS Executive was felt to be a key benefit of SCIS. Whilst all companies recognised the role of the Executive in managing and administering their SCIS project, many felt that the advice given in relation to their project and the introduction to contacts and networks was extremely useful. 
4.6.11 In order to gauge companies overall views of the programme, we identified a series of factors that companies believe to be important to their relationship with support agencies. They were asked the extent to which they agreed with the following statements;
4.6.12
SCIS Assistance was in line with my needs

Eight companies strongly agreed with this statement and four agreed. These 
companies all felt that they were able to develop their projects in line with their 
plans, and did not have to make any significant adjustments to their project
scope to accommodate the requirements of SCIS. This is an extremely positive 
indicator for SCIS and one that demonstrates the relevance of SCIS to 
business needs. 
4.6.13
SCIS was delivered rapidly

Six companies strongly agreed and three agreed with this statement. Overall, this is a positive reflection on SCIS. A common criticism of public sector support 
projects is that they are overly bureaucratic and take too long to come to any 
decisions. On the basis of this survey, it would appear that this is not the case. 
However, three companies disagreed with this statement, and felt that the time 
taken to come to a funding decision actually delayed their projects. This delay 
was caused by companies not being able to undertake SCIS related project 
activity in advance of their application being approved for fear of this activity not 
being eligible for support.
4.6.14 SCIS Executive had necessary skills to help me 

Nine companies strongly agreed with this statement and two agreed. Most felt 
that the basic skill requirement of the SCIS Executive was to administer and 
monitor their SCIS application. However, most companies also referred to the 
role of the Executive in adding value to their project through being able to 
provide advice on the actual project itself and the introduction to contacts and 
networks. Interestingly, companies based in the Innovation Centre felt that the 
person responsible for SCIS was their own Adviser based in the Centre rather 
than the SER Executive.
4.6.15 SCIS funding was adequate

One company strongly agreed with this, nine agreed and three disagreed. This 
links back to the comment made in 4.5.9 relating to the funding levels of the 
product development phase of the project. Whilst most companies recognise 
the value of the assistance they received, they feel that there is an opportunity 
to increase the funding available for this element of the project, which is where 
they incur the highest levels of cost.

4.6.16
SCIS Executive dedicated sufficient time


Five companies strongly agreed and four agreed with this statement. Overall, 
they felt that the Executive was available for them when needed, and provided 
them with an excellent support service. Three companies did not express a view and one company disagreed. This particular company felt that requests for 
information tended to come at the last minute with little time for response.

4.6.17
Company dedicated sufficient time and resources

Nine companies strongly agreed and four agreed with this statement. The 
companies that agreed rather than strongly agreed already had other aspects 
to their businesses and also had to attend to these. However, these figures 
indicate that SCIS funded projects are being given sufficient resources within 
recipient companies.
4.6.18
I learned a great deal from the SCIS Executive


The results of this question are as follows:

Strongly agree: 
1

Agree:


4

Neither/Nor:

3


Disagree:

3



Strongly Disagree:
2

Whilst this question generated a wide range of responses, they are more 
indicative of the nature of the companies rather than any implicit criticism of the 
SCIS Executive. Companies that disagreed or strongly disagreed were at pains 
to point out that they were already competent with regards to their project, and 
were not seeking to learn from the Executive. However, a number of companies 
did feel that they had learned from the Executive, both in terms of introduction 
to contacts and networks and contributions to their project plans. 

4.6.19
My business benefited significantly from SCIS

Three companies strongly agreed with this statement and four agreed. Three had no view and three disagreed. At this stage of SCIS, many of the comments that could be perceived as negative are, in fact, because the projects are at an early stage and business benefits are not yet apparent. Interestingly, one of the 
benefits that was mentioned by a number of companies related to the 
application process for SCIS. They felt that because they had to go through a 
structured process of planning in the application process, the project itself was 
improved and managed in a more effective manner than might otherwise have 
been the case. 

However, there are significant forecast business benefits associated with SCIS 
that will be discussed later in this report.
4.7
Indirect Qualitative Impacts
4.7.1
SCIS has had a range of indirect qualitative impacts on participating 
companies. These are shown in Table 3.

Table 3: Indirect Qualitative Impacts

	Impact
	No of Companies

	Take more strategic view of business
	6

	Developed culture of innovation in company
	5

	Developed technical or innovation skills
	5

	Implemented change in business
	3

	Increased innovation related activity
	3

	Network to a greater degree than before
	3

	Deeper understanding of innovation
	3

	Better understanding of IPR process
	2


4.7.2 A total of eight companies of the thirteen that received SCIS reported these impacts. The five companies that reported no indirect impacts said that they felt they already displayed these characteristics and that the main impact of SCIS was directly related to the funding of their project. These companies were clear that this was no implicit criticism of SCIS. 

4.7.3 The main qualitative impact was related to the strategic view taken of the business. In most cases, this related to the impact of the application process itself, which companies reported forced them to consider a number of factors that they would not otherwise have done. Consequently, this particular impact can be almost wholly attributed to SCIS.

4.7.4 Five of the eight companies reported impacts in three or more of the above factors. This itself is encouraging for SCIS, since, in our opinion, these indirect impacts can be directly related to company sustainability. Financial interventions, whilst valuable in their own right, do not automatically lead to sustainable growth. 
4.7.5 Half of the companies interviewed felt that, overall, they had gained new skills resulting from SCIS. These skills ranged from increased awareness of public sector funding through to specific SCIS project related skills. A number of firms also reported that they had improved their project management skills as a result of the SCIS application and monitoring process

4.8
Outputs and Economic Impacts 

4.8.1
When reading this section, it is important to bear in mind the interim nature of 
this evaluation. The majority of the SCIS supported projects are still in the 
development stage or have very recently been launched. Therefore, the 
impacts to date will be significantly less than the forecast impacts over the next 
two years.
4.8.2 Because this evaluation reflects the feedback of thirteen companies rather than the total of eighteen that participated, we have weighted the data provided by the thirteen companies to reflect an overall sample of eighteen. 
4.8.3 The status of the SCIS supported projects are as follows:


Halfway developed

2


Nearly market ready
4


Complete


5

Launched


2

4.8.4 The presentation of gross outputs to date against intermediate ERDF targets is shown in Table 4:

Table 4: Gross Outputs to Date

	Output
	Intermediate ERDF Targets
	Achieved so far   (13 companies)
	Weighted for 18 companies

	
	
	
	

	Increased sales
	
	£323,500
	£447,923

	Increased profit
	
	£90,750
	£125,653

	Anticipated Generated Income
	£1,093,166
	£848,000
	£1,174,153

	Increased jobs
	36
	8
	11

	Jobs safeguarded
	18
	21
	29

	Jobs safeguarded in SIP areas
	2
	
	

	Jobs safeguarded for women
	3
	1
	1.5

	No of jobs created for women
	11
	3
	4

	No of jobs created for ethnic minorities
	1
	1
	1.5

	No of jobs created for disabled people
	1
	0
	

	No of jobs created in areas defined as in most need
	3
	
	

	IPR registrations
	9
	5
	7

	IPR registrations relating to environmental issues
	1
	
	

	New products introduced
	18
	17
	24

	New processes introduced
	9
	5
	7


4.8.5 Table 4 shows that the principal target shortfall to date relates to the number of jobs created. The intermediate target is 36 jobs, and yet, even when weighted to reflect the full sample of eighteen companies, only 11 jobs have been created. However, the bulk of jobs relating to SCIS are forecast over the next two years in the post launch phase of SCIS supported projects.
4.8.6 Relating to the number of IPR registrations, a number of companies referred to the overall cost of patenting, and the fact that they had dramatically underestimated what these costs would be. 

4.8.7 To date, the project has met or exceeded, using the weighted data, the following outputs:
· Jobs safeguarded

· Jobs created for ethnic minorities

· New products introduced

· Anticipated generated income

4.8.8 However, we would again emphasise the interim nature of this evaluation and the fact that the majority of SCIS projects have not yet been launched, and therefore the impacts to date will be relatively low. Looking ahead at anticipated outcomes, SCIS is due to meet or exceed all its key targets.
4.8.9 To calculate the overall employment impact on suppliers at a Scotland wide level, we have used a type 1 employment multiplier derived from the Scottish Executive multiplier tables and the weighted impact of SCIS to date. Because there is a range of different industries receiving SCIS, we have used the employment multiplier for ‘Research & Development’ to represent all participants. (1.39 for Type 1). 
4.8.10 On this basis, the total number of gross direct and indirect jobs created to date by SCIS will be:


11 jobs multiplied by 1.39 = 15.29 gross direct/indirect jobs (based on 
weighted sample)
4.8.11 The anticipate gross outputs for the next two years resulting from SCIS are shown in Table 5.


Table 5: Anticipated Gross Outputs over next Two years
	Output
	Intermediate ERDF Targets
	Anticipated Outputs

(13 companies)
	Weighted for Eighteen companies

	
	
	
	

	Increased sales
	
	£17,350,000
	£24,023,075

	Increased profit
	
	£7,575,000
	£10,488,461

	Increased jobs
	36
	56
	78

	Jobs safeguarded
	18
	26
	36

	Jobs safeguarded in SIP areas
	2
	
	

	Jobs safeguarded for women
	3
	2
	3

	No of jobs created for women
	11
	Not known
	Not known

	No of jobs created for ethnic minorities
	1
	Not known
	Not known

	No of jobs created for disabled people
	1
	Not known
	Not known

	No of jobs created in areas defined as in most need
	3
	
	

	IPR registrations
	9
	15
	21

	IPR registrations relating to environmental issues
	1
	2
	3

	New products introduced
	18
	16
	22

	New processes introduced
	9
	4
	6


4.8.12 Table 5 shows that companies are forecasting a significant increase in sales, profits and jobs over the next two years as a result of SCIS intervention. There is also a significant increase in expected IPR registrations, as companies register derivatives of the outputs of their current SCIS project.
4.8.13 This links with the number of anticipated new products and processes that are anticipated following SCIS. These products and processes are defined by companies as derivatives of the current SCIS project that will emerge once new applications and markets have been opened up.

4.8.14 In our opinion, there is a degree of risk attached to the above forecasts, particularly relating to sales and turnover. SMEs can have a tendency to be over optimistic in their forecasts and this should be borne in mind when reviewing these figures. Also, because most of the companies are small and focusing primarily on their SCIS projects, one project not coming to fruition could have a significant impact on anticipated outputs.  
4.8.15 However, a number of the above forecasts have also been used to raise private sector investment, and therefore will have a significant degree of credibility attached to them.

4.8.16 Using the same type 1 employment multiplier and weighted sample as in 4.7.10, SCIS is forecast to create at a gross level over the next two years:

78 jobs multiplied by 1.39 = 108 gross direct and indirect jobs (based on 
weighted sample)
4.8.17
Taking into account jobs already created and forecast jobs, we believe that the 
overall gross direct/indirect job impact of SCIS will be 123 jobs (15.29 already 
created plus 108 anticipated)
4.9 Additional Effects and Net Impacts

4.9.1 To measure quantitative additionality, we used the following definitions:


Absolute: Where an action would not have been undertaken at all without the 
intervention of SCIS


Time: Where an action was carried out faster than it would otherwise have 
been without the intervention of SCIS


Scale: Where an action would have carried out on a smaller scale without the 
intervention of SCIS


Quality: Where an action would have been undertaken to a lower degree of 
quality without the intervention of SCIS

Deadweight: This occurs where an action would have been undertaken to 
same 
degree of scale, quality and timescale regardless of whether SCIS 
intervened or not

4.9.2 The occurrence of additionality in the sample is shown in Table 6. It should be noted that the total percentage adds up to more than 100% because some companies demonstrated more than one additionality impact.
4.9.3 Because the level of displacement occurring was so low, displacement has not been factored into the net impact calculations. This is further explained in 4.9.15.


Table 6: Quantitative Additionality
	Additionality
	No of Companies
	% of Sample (13)

	Absolute
	3
	23%

	Time
	6
	46%

	Quality
	5
	38%

	Scale
	2
	15%

	Deadweight
	0
	0%


4.9.4 Three companies stated that they would not have carried out their projects at all without SCIS intervention. We have therefore assumed that these outputs are 100% additional.
4.9.5 Six companies stated that they had carried out their projects faster as a result of SCIS. In all cases, this was brought forward by between 6 months and 1 year. We have assumed 10% additional impacts for each year that the project was brought forward.

4.9.6 We have pro-rata’d scale outputs depending on the increase in scale achieved from SCIS.

4.9.7 We have assumed a 10% additionality resulting from increases in quality.  
4.9.8 Where a firm shows more than one element of additionality, we will add the attributed additionality levels together and calculate net impacts on that basis.

4.9.9 On the above basis, we have calculated the following sales and job outputs as being additional to that which would have happened anyway. That is to say, the overall net impact of SCIS.  This was calculated by multiplying the gross sales and jobs outputs by the appropriate additionality percentage. The overall net impact on sales and jobs to date are shown in table 7.

Table 7: Net Sales & Jobs Outputs to Date 

	
Company
	Additionality
	Net Sales
	 Net Jobs

	1
	Quality
	0
	0

	2
	Quality/Time
	12000
	0.15

	3
	Time
	0
	0.3

	4
	Quality
	0
	0

	5
	Time
	2000
	0.1

	6
	Quality/Scale
	90000
	1.8

	7
	Absolute
	0
	0

	8
	Time
	0
	0

	9
	Time
	7000
	0

	10
	Absolute
	3500
	0

	11
	Absolute
	0
	0

	12
	Scale
	0
	0

	13
	Quality
	0
	0



Table 7 shows that of the £323,500 of sales generated to date (based on non-
weighted sample of 13), £114,500, or 35% can be directly attributed to SCIS.

Of the 8 fte jobs created to date, 2.35, or 29.3% can be directly attributed to 
SCIS


If these numbers are weighted to reflect a sample of eighteen companies, the 
figures would be as follows:


Total sales to date:

£447,923

Total attributable to SCIS:
£158,538

Total jobs created to date:
11 fte

Total attributable to SCIS:
3.25 fte
4.9.10 Using the same additionality assumptions, table 8 shows the projected net outcomes from SCIS.


Table 8: Net Projected Sales and Jobs over next Two Years 
	Company
	Additionality
	Anticipated Net Sales
	Anticipated Net Jobs

	1
	Quality
	500,000
	0

	2
	Quality/Time
	150,000
	1.8

	3
	Time
	d/k
	d/k

	4
	Quality
	60,000
	1.7

	5
	Time
	60,000
	0

	6
	Quality/Scale
	240,000
	6.6

	7
	Absolute
	100,000
	3

	8
	Time
	37,500
	0.25

	9
	Time
	150,000
	0

	10
	Absolute
	1,000,000
	6

	11
	Absolute
	5,000,000
	4

	12
	Scale
	300,000
	0

	13
	Quality
	20,000
	0.4



Table 8 shows that of the £17,350,000 of anticipated sales (based on non-
weighted sample) over the next two years, £7,617,000 of sales, or 44% can be 
directly attributed to SCIS.  

Of the 56 anticipated fte jobs, 25.76, or 46% can be attributed to SCIS.


If this is weighted to reflect the weighted sample of eighteen companies, the 
figures would be as follows:


Total future anticipated sales :

£24,023,075

Total attributable to SCIS:

£10,570,153

Total future jobs anticipated:

78 fte
 
Total attributable to SCIS.

36 fte
4.9.11 Using the Scottish Executive Research & Development Type I employment multiplier (1.39), the overall projected impact on the Scottish economy directly attributable to SCIS is as follows:


Unweighted Sample


Direct and indirect jobs created to date:

3.26 fte

Direct and indirect jobs forecast:


33 fte

Total:






36.26 fte

Weighted Sample


Direct and indirect jobs created to date:

4.5 fte

Direct and indirect jobs forecast:


50 fte
 
Total:






54.5 fte
4.9.12 We have calculated Gross Value Add based on the total net additional increase in turnover. We will use the total turnover figures based on the weighted sample of 18 companies. To calculate Gross Value Add, we have used the Scottish Executive GVA tables. Specifically, we have used the Turnover to GVA ratio applied to Research and Development, which is 2.9 units of turnover to 1 unit of GVA.

The GVA calculation is therefore as follows:


Total direct net turnover increase to date:
£158,538


Total GVA to date:




£54,668


Total direct net anticipated turnover:

£10,570,153

Total anticipated GVA:



£3,644,880


Total net turnover increase:


£10,728,691

Total direct & anticipated GVA:


£3,699,548
4.9.13
In order to calculate GVA on a Scotland wide basis, we have applied a Type 
I output multiplier of 1.691 (Research & Development).  On this basis, the GVA 
based on total net increase in direct and indirect turnover would be:


Total direct/indirect net turnover increase to date:
£268,087


Total direct/indirect GVA to date:


£92,444

Total direct/indirect net anticipated turnover:

£17,874,128

Total direct/indirect anticipated GVA:


£6,163,492

Total net direct/indirect turnover increase:

£18,142,215


Total direct/indirect GVA:



£6,255,936
4.9.14 To avoid the risk of overstating the economic benefits of SCIS, we did not use an income multiplier to calculate induced impact.

4.9.15 We have identified very low levels of displacement at a Renfrewshire or Scotland level. Only one company identified a locally based competitor, but suggested that the markets they were aiming at were sufficiently different from their competition as to have virtually no impact on them. All other SCIS participants stated that their competition was based primarily in the USA, China or the Far East, and therefore they did not anticipate any local displacement at all.
4.10 Net Cost Per Job

4.10.1
On the basis of the total value of SCIS grants awarded to companies 
(£322,000) and the number of net jobs created and anticipated by SCIS, the 
total cost per job is: 

£8,203 per direct job created & anticipated

£5,908 per direct/indirect job created and anticipated

4.10.2
Based on recent evaluations of SCIS in other LEC areas, we believe that these 
are broadly comparable figures.
4.11 Future Issues

4.11.1 Overall, companies believe that their principal issues in the future will relate to marketing and accessing appropriate distribution channels, and recruiting suitably qualified staff with relevant technical and marketing experience.
4.11.2 All companies see a role for SER in supporting them in addressing these issues. Predominantly, they see this support as a combination of financial support and advice, mainly through a named contact.

4.11.3 The importance of a named contact cannot be understated. In all cases, companies felt that this was a key element in their relationship with SER, and where there was current criticism of SCIS or past criticism of SER, it related to a breakdown in this one to one contact. 

4.12
Eligible Programme Areas 

4.12.1
The companies that took part in SCIS that were based in eligible programme 
areas were not interviewed as part of this evaluation because we were unable 
to make contact with them.
4.12.2 However, it was suggested that we consult with Inverclyde Council as a region containing eligible programme areas. The purpose of this consultation was to discuss what, if any, were the reasons for the relatively low level of engagement on these eligible areas.

4.12.3 Firstly, there are a limited number of companies in these areas undergoing any form of significant growth. That is not to say that companies are not developing. However, there are certain growth criteria applied by Scottish Enterprise that would make it difficult for the majority of companies in the area to engage with the programme. 

4.12.4 Linked to that is the issue of access to capital. Because these companies are neither in a significant growth or potential growth mode, it is difficult for them to raise private capital. There is also a perception issue among investors linked to the area where these companies are located.

4.12.5 It was felt that there is a relatively low level of awareness within the company base about SCIS and other innovation programmes. However, the difficulty in raising awareness in a non targeted fashion is that expectations can be raised among companies that do not meet the eligibility criteria. If a targeted approach is taken, it is likely that it will be aimed at companies that meet the growth criteria, of which there are relatively few in the area. Consequently, the levels of engagement with SCIS are relatively low. 
5.0 
CONCLUSIONS

5.1
SCIS addresses two key issues in participant companies. Namely, excessive risk associated with their project and lack of finance to develop the project in an 
appropriate manner. Whilst it could be argued that a lack of finance could be 
met through the private sector, the degree of risk associated with accessing 
that finance had led, in our opinion, to a market failure occurring. 

5.2 To date, SCIS has generated significant economic impacts for Renfrewshire and the wider Scottish economy, with a number of targets already met. However, the major impacts are forecast over the next two years, when the majority of projects will have been launched and gained a presence in the marketplace.

5.3 There is a degree of risk associated with these forecast impacts. Firstly, we believe that there is a tendency in SMEs to be over optimistic in their growth plans. Secondly, in many cases, this forecast growth is closely linked with the ongoing success or otherwise of the SCIS funded project. Therefore, we believe that there will be a requirement for the ongoing support of these companies in their post-SCIS market phase to maximise the chances of success for the company. This ongoing support requirement is based on the issues that business believes they will face over the next two years, and the skills that they will require to address these issues. 

5.4 Many SCIS companies believe that the principal issues they will face over the next two years relate to accessing distribution channels, sourcing and engaging key customers and effectively marketing their products. In many ways, this is reflective of issues generally faced by highly innovative, small companies in a growth phase. Whilst the expertise exists within the company to develop highly innovative products, there is often a gap in the business knowledge required to sustain business growth. In our view, this will be the cornerstone of the ongoing business support requirements of these companies.

5.5
This lack of business knowledge can also potentially be a barrier to companies accessing SCIS for the first time. The depth of information and business planning that is required for a SCIS application could be intimidating to an individual who has an innovative idea, but not necessarily the business experience to move this idea forward. 

5.6 However, we would not advocate any relaxation of the application process. This process, in itself, is seen by companies as adding significant value to their project. This is because they are required to give detailed consideration to a range of project related issues that they would not otherwise have done, therefore impacting on the overall quality of their projects.

5.7 However, there is a case for offering pre SCIS business support to individuals or organisations who have a potentially viable idea, but lack the business skills to access SCIS funding.

5.8 Overall, companies felt that the balance between the application and monitoring requirements of SCIS and accessing funding was good. This was in contrast to other programmes such as SMART, which were felt to be excessively bureaucratic in their application process with little chance of receiving funding. 

5.9 Whilst companies felt that overall the level of funding through SCIS was adequate, a number commented on the inconsistency of the available funding of the key elements of SCIS. Principally, the fact that the most resource intensive stage of the project, product development, attracted the least amount of funding. However, whilst this inconsistency was questioned by companies, there was no evidence to indicate that it had prevented any project activity moving forward. 

5.10 There is no evidence to indicate that referrals to the SCIS programme are made through any other channels apart from SER and the Innovation Centre. Whilst there is no indication that these channels have not worked effectively, there is an opportunity to expand the ‘reach’ of SCIS to other companies through the effective engagement of alternative business support mechanisms. These could include engaging organisations such as the Chamber of Commerce or the Local Authorities to promote SCIS to potential companies and refer them to SER.

6.0 
RECOMMENDATIONS

6.1 In this concluding section of the report, we will present our recommendations for SCIS, based on feedback from participant companies and subsequent analysis of that feedback.
6.2 The application process for SCIS is rigorous in nature and requires a degree of business and project management knowledge. This process in itself has been recognised by participants as being beneficial in that they were required to consider a range of project issues that may otherwise have omitted from their project plan. The necessary rigour of this process, however, can be a barrier for individuals or small businesses that have a sound idea, but lack the business skills to undergo a SCIS application. The risk to Scottish Enterprise Renfrewshire is that these ideas are not pursued because of a lack of business knowledge on the part of the applicant.

It is important that the mechanisms already in place to deal with potential SCIS 
projects are able to provide the specialist support required to develop an 
innovative idea into a viable SCIS project.


Recommendation: A review is undertaken of the process by which 
support is offered to companies or individuals who do not necessarily 
have the business skills to fully develop a SCIS application. The review 
should consider the specialist skills required by SER advisers in the 
initial 
stages of support, and should take steps to address any gaps in 
adviser knowledge.
6.3 The overwhelming route for companies into SCIS is via existing Scottish Enterprise channels, either through companies making contact with SER or through referrals by SER client/account managers. Whilst this works effectively for the companies that have engaged with SCIS, there is an opportunity to expand the awareness of SCIS through engaging other business development channels, such as Local Authorities, Chambers of Commerce, Business Support Groups etc. 


Recommendation: An analysis of all support channels to Renfrewshire 
businesses is undertaken. Once identified, SCIS is promoted as a 
business development service to these channels, together with a 
clearly defined process 
for referring potential applicants onto the 
programme.
6.4
Whilst SCIS itself helps companies to develop new products and processes, 
these companies still face significant challenges ‘post-launch’ as they bring 
their project to market. The principal challenges for them are sourcing markets 
and accessing effective distribution channels. In smaller organisations, this can 
be particularly difficult as they try to balance the day to day management of 
their business with generating sales for their new product. These ongoing ‘post 
launch’ challenges can be critical to the overall success or otherwise of the 
project. 

Recommendation: Aftercare support is made available to all SCIS 
companies 
after 
the completion of their SCIS project to help them 
address the 
challenges of taking the product to market and sustaining 
their 
business. We would suggest that a review is undertaken of the 
current process of managing companies in their post SCIS period with a 
view to ensuring a seamless aftercare process. 
6.5
It is evident that there is a considerable knowledge base among current SCIS 
companies on the process of product development and taking that product to 
market. There is an opportunity for Scottish Enterprise Renfrewshire to use this 
knowledge resource to benefit other companies that are currently going through 
a similar process, or are considering embarking on a process of new product 
development. In our view, business places particular value on the advice and 
experiences of other businesses, and that providing a forum to facilitate this 
exchange of experience would be valuable for companies.


Recommendation: Scottish Enterprise Renfrewshire considers
implementing a mechanism to facilitate the exchange of knowledge and 
experience between exemplar SCIS companies and companies 
considering embarking on SCIS. Giving due consideration to the time 
pressures on businesses, this would likely 
take the form of facilitated 
lunchtime or evening sessions, themed around companies particular 
experiences of SCIS and the product development process.
6.6 Finally, during our interviews, we identified a wide range of positive, newsworthy stories relating to SCIS supported projects, including a number of small companies on the verge of signing deals with global organisations. These are highly positive outcomes for SCIS, and reflect well on companies, SCIS and Scottish Enterprise Renfrewshire.


Recommendation: Scottish Enterprise Renfrewshire reviews its PR 
process to ensure that these positive experiences are identified and 
communicated to the appropriate media channels.  
Appendix 1: Company Interview Status
Companies Interviewed:

Caledonian Ferguson Timpson Ltd.

Dream Maker Ltd.

Pivotal Integration Ltd.

Gas Measurement Instruments Ltd.

Lightweight Medical Ltd.

Primal - The Complete design Company Ltd.

Voice Technologies Ltd.

Spicket Valves and Pumps Ltd.

Virtual Clones Ltd.

Mixipix Ltd.

Innometriks Ltd.

Hothouse World (UK) Ltd.
Barrhead Leather Ltd.

Companies Not Contactable:
Advanced Display Solutions Ltd.

db Houston Ltd.

IRW Associates Ltd.

C.T.T.S.

Quality Programme Management Ltd.
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