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1.0
EXECUTIVE SUMMARY
1.1 Introduction

1.1.1 The purpose of this evaluation was to review the impact of the New Product Development Programme (NPD) from April 2003 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.

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 NPD supported projects. Consequently, the majority of NPD impacts are being forecast over the next two years. 

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 NPD to date on the companies assisted and the anticipated impacts of this assistance and;

· assess the value for money of the project

1.3 Methodology

1.3.1 The contact details for the eighteen individuals/organisations that had engaged with NPD during the evaluation period were supplied by Scottish Enterprise Renfrewshire to Knowledge Partnership. Scottish Enterprise Renfrewshire also contacted these companies directly to inform them that the evaluation was taking place.
1.3.2 Having received these contact details, Knowledge Partnership then contacted each individual/company to arrange for an interview. Eight interviews were successfully arranged.  There were a number of reasons as to why individuals/companies did not participate. Some had ceased to trade, one had retired and other individuals had since left their employer.
1.3.3 The eight  interviews were carried out by telephone.

1.4 Economic Impacts
1.4.1
The principal target for NPD was the launch of 12 new products/processes. The tables below show the outputs achieved to date by NPD and the anticipated outputs.

Outputs to Date

	Output
	Achieved so far   

	
	

	IPR registrations
	8

	New products introduced
	2

	New processes introduced
	1



Anticipated Outputs over next Two years

	Output
	Outputs over next 2 years

	
	

	IPR registrations
	0

	New products introduced
	6

	New processes introduced
	3


1.4.2 To date, NPD has delivered three new products and services with a further nine planned over the next two years. Therefore, the programme will deliver its target of 12 new products and services. Although the majority of products and forecast, we are confident that they will be achieved. This is based on the fact that 8 IPR registrations have already been made, indicating that there is a strong possibility that products will be subsequently launched.
1.4.3 The total budget for NPD was £50,000 over the period 2003 – 2004. At total of £16,111 in NPD grants were awarded to the companies that participated in this evaluation. On the basis of this, the total cost per new product, either launched or under development has been £1,342. Whilst we cannot make any direct comparisons with other LEC areas, we would suggest that this is a relatively low figure and represents good value for money for Scottish Enterprise Renfrewshire.
1.4.4
Because of low employment impact, we have not calculated the  
employment impact of NPD to date.

1.4.5
Overall, recipients of NPD assistance were unable to articulate what the future 
economic impact of their project would be. There were a number of reasons 
associated with this;

· companies were focusing on developing concept and had not considered future impacts. This was the main reason given by NPD recipients. 

· one project was being reviewed by potential partner. Future impact would depend on this partner decision

1.4.6 The anticipated outputs of NPD are therefore highly dependent on a number of factors, principally relating to the successful completion and launch of the relevant product. 

1.4.7 In addition to quantitative impacts, NPD has also had qualitative impacts on a number of participating companies. These are summarised below. 


Indirect Qualitative Impacts

	Impact
	No of Companies

	Better understanding of IPR process
	4

	Take more strategic view of business
	4

	Network to a greater degree than before
	3

	Developed technical or innovation skills
	2

	Deeper understanding of innovation
	2

	Increased innovation related activity
	1

	Developed culture of innovation in company
	1

	Implemented change in business
	1


1.4.8 A total of five companies of the eight that received NPD reported these qualitative impacts. The companies that did not report these impacts said that they felt they were already competent in IPR and patenting issues, and that the main impact of NPD related more to the availability of funding.

1.4.9 There were two principal qualitative impacts, namely ‘Better Understanding of IPR Process’ and ‘Take a More Strategic View of the Business’. Given that one of the principal objectives of NPD is to help companies to better understand the IPR and patenting process, we would suggest that this is an extremely positive outcome for NPD.

1.4.10 The fact that a number also now take ‘a more strategic view of the business’ links, in our opinion, with the nature of the NPD programme itself and the issues connected with IPR. NPD delivers advice to companies on how to approach IPR and patenting. However, to approach this area properly, companies are required to understand the nature of the markets that they are hoping to access with their new products. By going through this thought process with NPD, it is inevitable that they will take a more strategic view of their business and product marketing. One of the ongoing implications of this is that businesses will become more sustainable through a deeper understanding of their markets and customers. 

1.4.11 Relatively few of the companies felt that they had either developed a culture of innovation in the company or made any significant changes in the business as a result of NPD. This could be a function of the nature of most NPD participants, ie micro businesses with only 1 employee. In these circumstances, it is unlikely that cultural impacts will be felt or any structural impacts will be made because they did not exist in any meaningful way in the first place. 

1.4.12 Two companies said they would not have undertaken the project at all without NPD, but have not yet brought their project to market. Therefore, there are no measurable impacts in terms of jobs or sales. However, each has registered an IPR relating to their project, and consequently these could be fully attributable to NPD.

1.4.13 Half of the sample said that they had brought their projects forward as a result of NPD. In all cases, this was between 6 months and one year. 

1.4.14 The one company that felt the scale of their project had been impacted were unable to specify scale impact because their project had not yet been launched.

1.5
Key Conclusions and Recommendations
1.5.1
The NPD programme is forecast to meet its overall target of 12 new products or 
processes launched. In addition, the programme has also generated a range of 
qualitative impacts relating to a deeper understanding of the IPR process and 
greater strategic awareness of business issues. We believe that the 
programme has represented good value for money for SER, on the basis of a 
cost per new product of £1,342.

1.5.2
The principal impact of NPD relates to the number of new products under 
development and the number of IPR registrations. Whilst NPD is forecast to 
achieve its target of 12 new products/processes, the majority of projects are in 
the early stages of development. Consequently, there are no meaningful 
quantitative economic impacts to date in terms of sales, profits or jobs.  

1.5.3 Companies are also unable to forecast what the potential impact of their project will be. In the majority of cases, they are focusing on short term milestones relating to the development of the projects itself or its imminent market launch. They have no real idea what the potential for product sales is.

1.5.4 Because NPD is designed to help small companies in the very early stages of project development, it is perhaps unsurprising that these companies have given little thought to forecast sales levels. However, it does indicate that there is a case for ongoing assistance after NPD has been delivered to help companies make the transition from a small business in initial development mode to a trading business that is seeking to expand into new markets.

1.5.5
NPD is intended to help companies develop an innovative idea that they wish to 
bring to market through the provision of a small financial contribution and expert 
help. The principal issues that these companies face in developing these ideas 
by themselves relate to a lack of knowledge about IPR, lack of money and lack 
of time. Whilst all companies potentially require expert assistance in the IPR 
area, it is questionable whether all require the element of financial support 
offered by NPD. We refer in particular to the larger, well established firms that 
received NPD. 


Recommendation: The financial element of NPD is focused on micro 
businesses in the early stages of product development that have a clear 
need for financial 
support and expert help. Whilst larger, well established 
companies will continue to have a need for expert advice in this area, 
their need for the financial element of NPD support should be reviewed.

1.5.6
The majority of companies became aware of NPD through SE Renfrewshire 
or Innovators’ Counselling and Advisory Service for Scotland (ICASS). There is 
scope for reviewing all channels by which NPD is marketed, given the 
potentially wide customer base. For instance, referrals could come through 
other public support mechanisms such as local 
authorities, but also 
Chambers 
of Commerce and Small Business representative organisations and 
professional institutes.


Recommendation: Scottish Enterprise Renfrewshire to confirm that NPD 
is promoted effectively within the Scottish Enterprise marketing 
guidelines to all relevant business support organisations.
1.5.7
NPD is designed to provide assistance to SMEs, including pre-start-up clients 
with ideas for marketable new products or processes. Eligible client groups 
include start-ups, high growth, client or account managed firms. A number of 
these businesses will require ongoing product development support after NPD, 
but will not meet the specific criteria required for the Small Companies 
Innovation Support scheme. 


Recommendation: SER provides ongoing aftercare support to companies 
post NPD within the guidelines set by the customer segmentation model 
and national product framework. This inevitably means that some 
companies will not be eligible for post NPD support as they do not 
demonstrate appropriate growth characteristics. However, given the 
nature of the client group supported by NPD, a degree of ‘drop out’ will be 
inevitable

1.5.8
A key issue facing micro business is the ability to access networks and 
contacts. This is particularly important when trying to establish a marketing 
strategy and sales/distribution channels. Because of their size and lack of 
history, a number of NPD recipients will face significant challenges in sourcing 
and accessing these networks. Even if they do this, they will then face 
challenges in how best to take advantage of these networks and channels.


Recommendation: Any ongoing support includes assistance designed to 
help companies source and access the distribution networks they need to 
take their products to market. Allied to this should be specific support 
aimed at helping companies to understand how to take advantage of 
these networks once they have been identified.

2.0
BACKGROUND AND OBJECTIVES
2.1 Background

2.1.1
The purpose of this evaluation was to review the progress of the New Product Development Programme 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 The NPD provides a small financial contribution to individuals or SMEs who have an innovative idea that they wish to bring to the market. The support is given at a very early stage, and aims to share the risk by assisting with the funding of expert help on matters such as patenting and licensing, professional product design, CAD drawings, production of prototypes and market research. 
2.2
Objectives
2.2.1
The objectives of this evaluation were as follows:

· To further develop or modify NPD 

· To influence the level of resources required by NPD
· To help establish appropriate targets for the projects

2.2.2 Specifically, the evaluation addressed the following

· An overall assessment of whether NPD 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 NPD to date on the individual companies assisted and likely impacts. These impacts were defined as:
· 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

· Assessment of the value for money of the projects and a comment of the cost effectiveness of NPD. 

· Overall recommendations on the future direction of NPD and how the project 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.

3.2
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 NPD 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 NPD during the evaluation period were contacted. The companies that engaged in this evaluation are listed in appendix 1 of this report. 

3.2.4 In many cases, the projects had not moved forward due to a combination of personal and business circumstances. For example, one recipient and since started a family and shelved her plans, whilst others had either retired or moved to a new employer.

4.0 
EVALUATION
4.1
Company Profile
4.1.1
This report is based on the feedback of 8 of the 18 companies that received NPD support during the evaluation period. 
4.1.2 The companies interviewed represented a range of sectors as shown below;

	Sector
	No of Companies

	Engineering Design
	1

	Electronics
	2

	Software
	1

	Manufacturing
	1

	Other
	3


Companies coming under the ‘other’ category were;

· Design Consultancy

· Transport & Distribution

· Television/Media

4.1.3 Six companies had private limited company status and two were sole traders.  
4.1.4 The age of the companies are shown below:
	Sector
	No of Companies

	Less than 2 years
	4

	2 – 5 years
	2

	5 – 10 years
	1

	10 – 25 years
	1


4.1.5 The average employment per company assisted was 10. However, this is distorted by two companies employing 21 and 52 employees respectively. If they are removed, the average employment per organisation assisted is 1.5. Consequently, the bulk of the client group for NPD is micro businesses, consisting mainly of the proprietor themselves.

4.1.6 The total current turnover of the sample is in the region of £4.9 million. However, this figure is almost completely accounted for by the same two companies in 4.1.5. If they are removed, then the remaining organisations assisted through NPD have generated virtually no turnover to date. 
4.1.7 Companies within the sample foresee the following geographic markets for their products:
Region



No. of Companies

Renfrewshire/Scotland


4
Overseas




4
4.1.8 With the majority of NPD projects still to be launched on the market, these geographic markets are mainly based on predicted activity. However, two companies that envisage a global market are already involved in overseas trading, and consequently would see their new product being sold through existing channels.

4.2 Pre NPD Application
4.2.1 Prior to engaging with NPD, companies felt that they were facing five main barriers to moving their project forward. These barriers are shown below:
	Principal Barrier
	No of Companies

	Insufficient Funds
	6

	Lack of Time
	3

	Lack of Expertise
	2

	Other
	2

	Didn’t Know How to Move Things Forward
	1


4.2.2 The two companies that said ‘other’ stated that ‘finding the right people to talk to’ and ‘insufficient administration resource’ were issues for them prior to NPD.

4.2.3 However, the key issues faced prior to NPD related to lack of funds and lack of time. These issues could be closely connected with the characteristics of the companies being assisted by NPD. In many cases, the recipients are working alone with limited corporate support. In these cases, availability of funding to further progress projects can be an issue, as can the time to develop the project, particularly if the individual has other employment commitments or family pressures.

4.2.4 Prior to engaging with NPD, most companies had taken steps to develop their projects. In most cases, an element of design had been undertaken, whether preliminary drawings or prototype development. In two cases, very little pre NPD activity had been undertaken apart from idea development. 

4.3
Referral to NPD
4.3.1 Six companies were referred to NPD through SE Renfrewshire/Gateway whilst two were referred via the Innovators’ Counselling and Advisory Service for Scotland (ICASS).
4.4 Assistance Received Through NPD
4.4.1 In total, the companies that participated in this evaluation received £16,111 in NPD grant funding.

4.4.2 Initially, companies were seeking the following assistance from NPD:

	Assistance Sought Through NPD
	No of Companies

	Cost of Filing Application for IPR
	4

	Advice on Patentability of Product
	4

	Advice on IPR and Licensing
	3

	Cost of Professional Product Designer
	1


4.4.3 Three companies were seeking assistance with both advice on IPR and the patentability of their product and with the cost of filing an IPR application. The remainder were looking for specific assistance with either advice on the patentability of their product or with the costs of registering an IPR. 
4.4.4 What they actually received through NPD is shown below;

	Assistance Received through NPD
	No of Companies

	Advice of IPR and Licensing
	6

	Advice on patentability of product
	6

	Cost of filing application for IPR
	4

	Cost of professional product designer
	2

	Technology/Market related consultancy
	1


4.4.5 Overall, companies received advice through NPD, with some receiving funding support connected with this advice. It is interesting to compare the table above with 4.2.1, where the majority of companies felt that lack of funds rather than lack of knowledge were the principal barriers to their project prior to engaging with NPD.

4.4.6 In a sense, 4.4.5 indicates that companies ‘don’t know what they don’t know’. That is to say, whilst they initially thought that funding was the key barrier, the reality was that they lacked sufficient knowledge in IPR issues to truly understand the barriers they faced.
4.4.7 This demonstrates a strength of NPD, in that it does not simply provide grant funding as a solution to a company challenge. Rather, it offers relevant advice to companies on the IPR issues they are facing and, where appropriate, backs this up with funding support. In our view, this is a more sustainable approach than simply offering grant funding.

4.4.8 Companies stated that they received no assistance from any other organisation for the development of their NPD project.
4.4.9 In total, companies spent the following time and resources on their NPD projects;

Capital Spend


£493,700

Employee/Contractor Costs
£18,500

Man Days



1,325
4.4.10 However, 4.4.9 does not give an accurate impression of overall spend, because one company stated that they had spent £400,000 in capital spend on their particular NPD project. If this project is removed, the results are as follows;


Capital Spend


£93,700


Employee/Contractor Costs
£18,500


Man Days



1,105

4.4.11 The figures in 4.4.10 perhaps give a more accurate representation of the type of companies engaging with NPD. That is to say, micro businesses with limited access to development capital but with a high degree of labour applied to project development.
4.5 Companies’ View of NPD
4.5.1 The key attraction of NPD to companies was the availability of finance combined with a depth of knowledge in the area of IPR and patenting together with the quality of people involved in NPD delivery.
4.5.2 Overall, companies felt that there were a number of strengths associated with NPD. Firstly, it was felt that the overall application process was relatively straightforward. However, one company made the comment that it was easy ‘once they were in the know’. The implication of this statement is that this particular company felt that it had to first of all understand the nature of public sector intervention and how to access that assistance.
4.5.3 Companies also felt that the advice available through NPD was useful. Whilst a large proportion of this advice relates to specific IPR issues, one company said that it helped them to see beyond the initial idea and understand more fully the issues relating to taking a product to market.
4.5.4 Finally, one company felt that NPD also offered moral support as well as sharing the risk in a high risk venture. Given the nature of the companies being supported (ie micro businesses), we feel that this may also be a benefit to them, although they didn’t specifically mention it. The majority of these organisations will be working in isolation, with relatively few people to support them. It is possible that NPD fulfils a role in providing them with ongoing moral support and encouragement.
4.5.5 Only three companies identified any specific weaknesses with NPD.

4.5.6 The first issue relates to the advertising of the product. It was felt by this particular company that it was difficult to find the right people to speak to in the first instance. The company felt that improved advertising could have provided all relevant contact information in addition to detail on NPD itself.
4.5.7 However, NPD is currently promoted within Scottish Enterprise marketing guidelines. Any expansion or change to the NPD marketing approach would require to be within the context of these guidelines. 

4.5.8 The second issue relates to the availability of finance. Two companies felt that overall funding for product development was inadequate. However, we would suggest that this is perhaps not a direct criticism of NPD itself, since it is not the programme’s intention to provide funding for product development. However, it could indicate that there is scope to consider a funding package that provides support for companies that do not perhaps fit the criteria of the Small Companies Innovation Support scheme (SCIS).
4.5.9 However, any decision to consider such a package would have to be taken within the context of the Scottish Enterprise product framework and the relative strategic importance of NPD companies that do not fit the SCIS criteria.

4.5.10 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 or disagreed with the following statements;
4.5.11
NPD Assistance was in line with my needs

Seven of the eight companies either agreed or strongly agreed with this 
statement. In many ways, this links to the fact that most companies received 
knowledge based assistance and advice. One of the key advantages of this 
information based approach is that advice can be tailored to an individual 
company’s particular needs and requirements. One company gave a 
neither/nor response, indicating that they had no particular view.
4.5.12
NPD was delivered rapidly

Seven of the eight companies either agreed or strongly agreed with this statement. This is positive feedback for any public sector intervention, where there can be a perception among companies that public sector assistance can be slow and bureaucratic. One company strongly disagreed with this statement. They felt that there was too much red tape associated with the programme and that the overall process of accessing assistance was slow.  
4.5.13 NPD Adviser had necessary skills to help me 

Seven of the eight companies agreed or strongly agreed with this statement. 
These companies saw the NPD Adviser as administering NPD and also 
providing advice and information. The fact that the majority felt the NPD Adviser 
had the necessary skills to help them is a sound endorsement of the individual 
adviser/s involved with NPD. One company gave a neither/nor response.
4.5.14 NPD funding was adequate

Five of the eight companies agreed or strongly agreed with this statement. Two 
gave a neither/nor response and one strongly disagreed. This links to the 
comment made in 4.5.8, where two companies felt that the funding 
for product 
development was inadequate. However, we would suggest that it is not a 
directly relevant criticism of NPD itself, since it was not intended as a 
major product development assistance framework. The one company that 
strongly disagreed did not feel that NPD itself offered insufficient funding. 
Rather, their comment related to the overall availability of funding for product 
development.
4.5.15
NPD Executive dedicated sufficient time


Seven of the eight companies agreed or strongly agreed with this statement. This statement, when linked to 4.5.11 confirms that the NPD Adviser/s were able to dedicate sufficient time to each company in addition to delivering relevant and helpful advice. One company disagreed, although this company felt overall that NPD had been extremely helpful to them.
4.5.16Company dedicated sufficient time and resources

Seven of the eight companies agreed or strongly agreed that they themselves 
had dedicated sufficient time to the project.  One gave a neither/nor response.
4.5.17
I learned a great deal from the NPD Executive


Three companies agreed with this statement, one strongly disagreed and four 
gave a neither/nor response. 

This is an interesting response, since the majority of companies actually 
received advice and help through the NPD project and consequently could 
have been expected to learn about IPR through this advice. However, this 
response could indicate that the knowledge companies gained confirmed what 
they already knew rather than provide them with new knowledge. This will be 
discussed further in the economic impact section of this report. 

4.5.18 My business benefited significantly from NPD

Overall, seven companies agreed or strongly agreed with this statement, with 
one giving a neither/nor response. However, the majority of 
projects have yet 
to be launched. Therefore, the principal benefits of NPD will have been in 
assisting these companies to bring the projects to their current state of 
readiness, as opposed to generating direct economic impacts. However, this is 
a strong endorsement of the role and influence that NPD has had on 
client companies.
4.6
Indirect Qualitative Impacts
4.6.1
NPD has had a range of indirect qualitative impacts on participating 
companies. These are shown below.

Indirect Qualitative Impacts

	Impact
	No of Companies

	Better understanding of IPR process
	4

	Take more strategic view of business
	4

	Network to a greater degree than before
	3

	Developed technical or innovation skills
	2

	Deeper understanding of innovation
	2

	Increased innovation related activity
	1

	Developed culture of innovation in company
	1

	Implemented change in business
	1


4.6.2 A total of five companies of the eight that received NPD reported these qualitative impacts. The companies that did not report these impacts said that they felt they were already competent in IPR and patenting issues, and that the main impact of NPD related more to the availability of funding.

4.6.3 There were two principal qualitative impacts, namely ‘Better Understanding of IPR Process’ and ‘Take a More Strategic View of the Business’. Given that one of the principal objectives of NPD is to help companies to better understand the IPR and patenting process, we would suggest that this is an extremely positive outcome for NPD.
4.6.4 The fact that a number also now ‘take a more strategic view of the business’ links, in our opinion, with the nature of the NPD programme itself and the issues connected with IPR. NPD delivers advice to companies on how to approach IPR and patenting. However, to approach this area properly, companies are required to understand the nature of the markets that they are hoping to access with their new products. By going through this thought process with NPD, it is inevitable that they will take a more strategic view of their business and product marketing. One of the ongoing implications of this is that businesses will become more sustainable through a deeper understanding of their markets and customers. 
4.6.5 Relatively few of the companies felt that they had either developed a culture of innovation in the company or made any significant changes in the business as a result of NPD. This could be a function of the nature of most NPD participants, ie micro businesses with only 1 employee. In these circumstances, it is unlikely that cultural impacts will be felt or any structural impacts will be made because they did not exist in any meaningful way in the first place. 
4.7
Outputs and Economic Impacts 

4.7.1 The status of the NPD supported projects are as follows:


Halfway developed

1


Nearly market ready
5


Complete


1


Launched


1

4.7.2 The target outcome for NPD was the launch of 12 new products and/or processes.
4.7.3 Because the majority of NPD supported projects have yet to be launched, the bulk of new product/process launches will take place over the next two years. However, the principal outputs achieved to date are shown below.


Gross Outputs to Date

	Output
	Achieved so far   

	
	

	IPR registrations
	8

	New products introduced
	2

	New processes introduced
	1


4.7.4 These outputs have been achieved against an overall NPD spend of £16,111. Consequently, the total cost to SER per new product under development or launched has been £1,342.

4.7.5 The project has resulted in a total of eight IPR registrations to date. The bulk of these appear to be in the UK only, although some companies are considering expanding patents to cover other geographic regions. One of the issues relating to this is the additional cost of overseas patent registration. 

4.7.6 Because of low employment impact, we have not calculated the employment impact of NPD to date.

4.7.7 The anticipate gross outputs for the next two years resulting from NPD are shown below;

Anticipated Gross Outputs over next Two years
	Output
	Outputs over next 2 years

	
	

	IPR registrations
	0

	New products introduced
	6

	New processes introduced
	3


4.7.8
On the basis of this data, we believe that NPD is on track to meet its original target of 12 new products/processes launched.

4.7.9
Overall, recipients of NPD assistance were unable to articulate what the future 
economic impact of their project would be. There were a number of reasons 
associated with this;
· companies were focusing on developing concept and had not considered future impacts. This was the main reason given by NPD recipients. 

· project was being reviewed by potential partner. Future impact would depend on this partner decision

· project was too early in development 
4.7.10 The anticipated outputs of NPD are therefore highly dependent on a number of factors, principally relating to the successful completion and launch 
of the product. 

4.8 Additional Effects and Net Impacts

4.8.1 Although the quantitative impacts have been relatively low, there is still evidence to indicate additionality resulting from NPD.

4.8.2 To measure additionality, we used the following definitions:


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

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

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

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

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

4.8.3 The occurrence of additionality in the sample is shown below. It should be noted that the total percentage adds up to more than 100% because some companies demonstrated more than one additionality impact.

Additionality
	Additionality
	No of Companies
	% of Sample 

	Absolute
	2
	25%

	Time
	4
	50%

	Quality
	0
	0

	Scale
	1
	12%

	Deadweight
	2
	25%


4.8.4 Two companies stated that they would not have carried out their projects at all without NPD intervention. 

4.8.5 These two companies have not yet brought their project to market. Therefore, there are no measurable impacts in terms of jobs or sales. However, each has registered an IPR relating to their project, and consequently these could be fully attributable to NPD.
4.8.6 Half of the sample said that they had brought their projects forward as a result of NPD. In all cases, this was between 6 months and one year. Three companies had not yet launched their product, and therefore we are unable to calculate the impact that NPD assistance has had in terms of economic impact. However, one company was able to attribute around £80,000 of sales and £8,000 of profit to NPD. They believe that their project was brought forward by 1 year as a result of NPD.
4.8.7 For the purposes of this evaluation, we will assume 10% additional impacts for the year that the project was brought forward. Consequently, we can attribute £8,000 in turnover and £800 profit to NPD through this company.
4.8.8 The one company that felt the scale of their project had been impacted were unable to specify scale impact because their project had not yet been launched.
4.9 Current Support from SER
4.9.1 Five of the eight companies interviewed are currently receiving one or more forms of support other than NPD from Scottish Enterprise Renfrewshire. The nature of this support is shown below;
	Support Programme
	No of Companies 

	SCIS
	1

	Accessing Finance
	2

	e-business
	1

	Staff Training
	2

	General ongoing advisory support
	1


4.9.2
It is encouraging that over 60% of NPD participants continue to work with SER 
and receive business growth assistance. This is one indicator of the growth 
potential of these companies and, in our opinion, shows the importance of 
continuing to 
support those companies that demonstrate a capacity and 
willingness to grow.
4.10 Future Issues

4.10.1 The issues that NPD companies believe they will face in the future are shown below;

	Issues
	No of Companies

	problems with distribution/marketing
	4

	lack of research finance
	3

	falling sales
	2

	implementing new technology
	1

	increased competition
	1

	difficult recruiting technically qualified staff
	1


4.10.2 In our experience, issues with distribution and marketing are among the most common issues that companies of all sizes anticipate that they will face. However, in the case of the NPD client group, this issue could be further exacerbated.

4.10.3 Small micro businesses to not necessarily have access to the networks and contacts that are required to access distribution networks. In addition, they may not have sufficient credibility due to their small size and relative young age.

4.10.4 This combination of lack of access to distribution networks and lack of business credibility can be a major barrier to micro business remaining sustainable and developing their customer base. In our opinion, this particular client group is more vulnerable and liable to succumb to these issues than larger, better established companies. 

4.10.5 All but one of the 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, with six of the eight companies wishing to receive this support through a named contact within SER.

5.0 
CONCLUSIONS

5.1
The NPD programme is forecast to meet its overall target of 12 new products or 
processes launched. In addition, the programme has also generated a range of 
qualitative impacts relating to a deeper understanding of the IPR process and 
greater strategic awareness of business issues. We believe that the 
programme has represented good value for money for SER, on the basis of a 
cost per new product of £1,342.

5.2
NPD addresses the issues of lack of knowledge and lack of finance for IPR and 
patenting among predominantly micro business, consisting of 1 to 2 people. In 
our opinion, the principal market failure addressed by NPD relates to the lack 
of available private sector funding due to the nature of the relative high risk 
projects combined with an overall lack of available, affordable knowledge 
relating to IPR issues. These market failures are even more evident because of 
the micro nature of these businesses and their short trading history.
5.3
These businesses also face issues relating to available time to properly 
develop their products and plan an IPR strategy properly. This lack of time is a 
characteristic of micro businesses, where one person may be trying to develop 
a new product as well as manage all other aspects of the business 
development. 
5.4 The principal impact of NPD relates to the number of new products under development and the number of IPR registrations. Because of the very early development stages of most projects, there are no meaningful quantitative economic impacts to date in terms of sales, profits or jobs.  
5.5 Companies are also unable to forecast what the potential impact of their project will be. In the majority of cases, they are focusing on short term milestones relating to the development of the projects itself or its imminent market launch. They have no real idea on what the potential for product sales will be.

5.6 Because NPD is designed to help small companies in the very early stages of project development, it is perhaps unsurprising that these companies have given little thought to forecast sales levels. However, it does indicate that there is a case for ongoing assistance after NPD has been delivered to help companies make the transition from a small business in initial development mode to a trading business that is seeking to expand into new markets.

5.7 
A key strength of NPD is the combination of expert advice supported by financial support. This combination addresses two of the principal market failures affecting this group, and ensures, as far as possible, that the programme will provide a platform for sustainable project development. We believe that there are a number of instances where NPD clients did not have sufficient knowledge of IPR and patenting, and to offer simply financial support to help them address their perceived issues would have been ineffective and potentially damaging on these companies.
5.8 
A small number of NPD recipient companies were significantly larger and better established than the others. Whilst it is possible that they also have a lack of knowledge with regards to IPR and patenting, it is questionable whether they face the same financial issues that prevent them from purchasing this knowledge from the private sector.  We believe that there is a case for focusing  the financial element of NPD purely on micro businesses in the early stages of development and for providing only expertise to larger companies unless they can demonstrate a clear need for financial support. 

5.9 
Many NPD companies believe that the issues they will face over the next two years relate to marketing/distribution and research finance. Whilst all businesses face these issues, relatively young small businesses face particular challenges accessing the distribution networks and contacts that they need. In our opinion, these companies require support in helping them identify and access these networks and, once they have accessed them, to help them identify and develop opportunities.
5.10 
We believe that this will be one of the principal barriers that these micro businesses will face and, potentially, will be the reason that they fail beyond the early stages of development.

6.0 RECOMMENDATIONS

In this concluding section of the report, we will present our recommendations 
for NPD, based on feedback from participant companies and subsequent 
analysis of that feedback.

6.1
NPD is intended to help companies develop an innovative idea that they wish to 
bring to market through the provision of a small financial contribution and expert 
help. The principal issues that these companies face in developing these ideas 
by themselves relate to a lack of knowledge about IPR, lack of money and lack 
of time. Whilst all companies potentially require expert assistance in the IPR 
area, it is questionable whether all require the element of financial support 
offered by NPD. We refer in particular to the larger, well established firms that 
received NPD. 

Recommendation: The financial element of NPD is focused on micro 
businesses in the early stages of product development that have a clear 
need for financial 
support and expert help. Whilst larger, well established 
companies will continue to have a need for expert advice in this area, 
their need for the financial element of NPD support should be reviewed.
6.2 The majority of companies became aware of NPD through SE Renfrewshire or ICASS. There is scope for reviewing all channels by which NPD is marketed, given the potentially wide customer base. For instance, referrals could come through other public support mechanisms such as local authorities, but also Chambers of Commerce and Small Business representative organisations and professional institutes.


Recommendation: Scottish Enterprise Renfrewshire to confirm that NPD 
is promoted effectively within the Scottish Enterprise marketing 
guidelines to all relevant business support organisations.

6.3
NPD is designed to provide assistance to SMEs, including pre-start-up clients 
with ideas for marketable new products or processes. Eligible client groups 
include start-ups, high growth, client or account managed firms. A number of 
these businesses will require ongoing product development support after NPD, 
but will not meet the specific criteria required for the Small Companies 
Innovation Support scheme. 


Recommendation: SER provides ongoing aftercare support to companies
post NPD within the guidelines set by the customer segmentation model 
and national product framework. This inevitably means that some 
companies will not be eligible for post NPD support as they do not 
demonstrate appropriate growth characteristics. However, given the 
nature of the client group supported by NPD, a degree of ‘drop out’ will be 
inevitable

6.4
A key issue facing micro business is the ability to access networks and 
contacts. This is particularly important when trying to establish a marketing 
strategy and sales/distribution channels. Because of their size and lack of 
history, a number of NPD recipients will face significant challenges in sourcing 
and accessing these networks. Even if they do this, they will then face 
challenges in how best to take advantage of these networks and channels.

Recommendation: Any ongoing support includes assistance designed to 
help companies source and access the distribution networks they need to 
take their products to market. Allied to this should be specific support 
aimed at helping companies to understand how to take advantage of 
these networks once they have been identified.
Appendix 1

Company Interview Status

Companies Interviewed:

Bruce Wood Developments

Pallet Detection Systems

Innometriks 

Rory Speirs

Hug Bugs
Harkins & Anderson

Caledonian Ferguson Timpson

Rosantek
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