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1.0 EXECUTIVE SUMMARY
1.1
This independent evaluation covers the period of March 2002 and May 2005 when eleven companies received SCIS grants. Of the eleven companies that received SCIS assistance, one company is now dissolved and two companies were un-contactable and presumed to have ceased trading. Eight companies were interviewed via telephone and answered questions relating to the impact that the SCIS grant had on their business. The survey was conducted between 30th June and 6th July.
1.2
The average age of the companies receiving SCIS grants is nine years, ranging from four years to nineteen years trading. The average number of employees within the eight companies is ten, ranging from between two to seventeen employees. The average turnover (using the mid point of the range for the calculations) is £582k. In terms of business sector, the companies ranged between manufacturing and service sectors. It is worth noting that eight out of the eleven companies are classified as knowledge based industries.
1.3
The grants received by the companies ranged from £1,616 to £25,000, the full amount of grant available. The average grant given to a company during the period of the evaluation (March 2002 - May 2005) was £15,494. Of the three companies that are no longer trading, three SCIS grants were allocated totalling £64,323. The remaining eight companies received SCIS grants totalling £106,112. The eleven companies contributed £293,849 towards the projects, representing a private sector leverage of 63% and public leverage of 37%.
1.4
When asked whether companies would have gone ahead on the project without SCIS assistance, six companies responded that they would not have gone ahead with the project. Two companies stated that they were unsure as to whether they would have gone ahead or not without SCIS assistance. In summary, the benefits the companies emphasised were that the SCIS grant allowed them to develop products quicker, to reduce the risk at attempting to produce new products, as well as supporting the process to patent ideas / products.

1.5
These eight companies had developed seventeen new products although no new processes were developed. In terms of registered intellectual property there were five patents, two trademarks and one company having design rights on their product as a direct result of the projects that were supported by SCIS.

1.6
Overall there has been an increase in employment among the eight companies of 26.5 FTE’s.  This represents an increase of 56% in employment among the eight companies interviewed as a direct result of the new products developed through SCIS assistance. Most companies felt that their employment levels would either definitely grow or had the potential to grow further, over the next two to three years.

1.7
Among the eight companies turnover increased between 10-15% and as much as 1000%, with the average percentage increase in turnover being 205%. However, this figure is skewed by the one company who achieved a 1000% increase. If we take this company out of the equation then the average increase in turnover is 91%, due to new products being developed with SCIS assistance.

1.8
Companies were less likely to think that SCIS had an impact on business efficiency, with an average score of 3.5 out of 5. However, the companies felt SCIS had a very good impact on the long term strength of their business with an average score of 4.25 out of 5.

1.9
In terms of satisfaction rates with the support received from SE Forth Valley, most companies were very satisfied. They gave an average score of 4.75 out of 5. Similarly, when asked whether investment of their time with Scottish Enterprise Forth Valley had been worthwhile most companies responded that it had been of great benefit. Out of a total of 5 the average score from companies was 4.63.

1.10
In conclusion, the relevance to the business of the SCIS product is high, the employment and turnover impacts are positive, and the majority of companies are the type of knowledge based companies Forth Valley’s Economic Development Strategy is keen to foster. While the impacts are relatively modest on business efficiency the SCIS assistance has a high impact on the long term strength of the businesses involved. The only negative point was that three companies have since ceased trading and received approximately 38% of the total allocated to SCIS during this period.

2.0
BACKGROUND
2.1
Scottish Enterprise Forth Valley commissioned GMcG Consultancy to undertake an evaluation of the Small Company Innovation Support (SCIS) product. 
2.2
SCIS provides vital financial support for projects that lead to the development and introduction of new products and processes. All applications undergo detailed assessments on technical, financial, and commercial grounds. Under the scheme, support is available to companies who can demonstrate that the proposed development: 
· involves the development of a product or process that is new to the company and innovative; 

· involves technical risk to be addressed by the applicant company the resolution of which will influence the outcome; 

· must be compatible with the strategic direction of the applicant's business; 

· the applicant owns, or has the rights to exploit, the required intellectual property; 

· viable commercial prospects for the end product or process; 

· realistic and effective routes to market have been identified; 

· the necessary management and technical expertise and resources are available; 

· both the project and the business are financially viable. 
2.3
SCIS offers grants to single companies to assist a new product or process development that is innovative to the business and which involves a technical problem to be resolved, and where there is some technical risk.  The Level of Support available is up to 50% of expenditure to a maximum of £25,000 for product/process development.  SCIS is limited to all SME’s i.e. companies with less than 250 employees.
.
2.4
Between March 2002 and May 2005 eleven companies had been allocated SCIS assistance. Key objectives of this evaluation are to determine the:

· type of SME’s assisted (new or existing, sector, size) 

· nature of projects supported through SCIS
· level of private sector leverage 
· outputs achieved (in terms new products launched and  intellectual property registrations; impact on employment; impact on turnover) 
3.0
METHODOLOGY
3.1
This independent evaluation covers the period of March 2002 and May 2005 when eleven companies received SCIS grants. Information was obtained from Scottish Enterprise Forth Valley’s files regarding data on the level of grant and when the grant was obtained as well as some information on the companies receiving SCIS assistance.

3.2
Eight companies were interviewed via telephone and answered questions relating to the impact that the SCIS grant had on their business. The survey was conducted between 30th June and 6th July. The areas that the questionnaire (full questionnaire contained in appendix 1) and evaluation cover are:

· profile of companies receiving SCIS grants (company classification, employee size, turnover)
· public and private sector leverage
· relevance of SCIS to the company’s business needs

· new products / processes launched and intellectual property registered
· impact upon employment

· impact upon turnover

· impact on business efficiency and strength of the business
· quality of delivery by SEFV
4.0
PROFILE OF COMPANIES RECEIVING SCIS IN FORTH VALLEY
4.1
Of the eleven companies that received SCIS assistance, one company is now dissolved and two companies were un-contactable and presumed to have ceased trading. The following information therefore relates to the eight companies who were contacted. An overview of the eight company profiles is contained in table 1 overleaf.

4.2
The average age of the companies receiving SCIS grants is nine years, ranging from four years to nineteen years trading. Most of the eight companies are within the first ten years of trading with four being less than five years old. Two companies have been trading a longer period of time, between sixteen and twenty years. 

4.3
The average number of employees within the eight companies is ten, ranging from between two to seventeen employees. In terms of current employment, two companies have less than five employees; three companies have between six and ten employees while the other three companies have between eleven and twenty employees. 

4.4
Information on turnover had to be categorised within ranges due to the fact that some companies were not forthcoming on actual turnover. Two companies have turnover of between £51k - £100k, two have a turnover between £251k - £500k, three have turnover between half a million and a million pounds and one company has a turnover between one and two million pounds. The average turnover (using the mid point of the range for the calculations) is £582k. 
Table 1: Company Profile

	Years Trading
	No. of Companies
	Present Turnover Range (£)
	No. of companies
	Present FTE Employment
	No. of Companies

	0-5yrs
	4
	51-100k
	2
	0-5
	2

	6-10yrs
	2
	101-250k
	0
	6-10
	3

	11-15yrs
	0
	251-500k
	2
	11-20
	3

	16-20yrs
	2
	501k-1m 
	3
	20+
	0

	
	
	1m- 2m
	1
	
	

	Ave = 9yrs
	
	Ave mid point range = 582k 
	
	Ave = 10 FTE
	



Business Sector, Company Description and Projects Supported by SCIS
4.5
In terms of business sector, the companies ranged between manufacturing and service sectors. Four companies are within the manufacturing sector while the other four are in the service sector. A more detailed description of the companies’ activities, as well as the purpose behind the SCIS grant, is contained in table 2 below. It is worth noting that eight out of the eleven companies are classified as operating in knowledge based industries (OECD definition – see appendix 2) and this meets Scottish Enterprise Forth Valley’s economic development strategy of trying to increase the number and size of these types of companies within the Forth Valley economy.
Table 2: Sector, Company and Project Description
	Company
	SIC Code
	SIC Description
	Company Description
	Project for SCIS Grant

	Aquatic diagnostics                     
	24.42
	Manufacturing of Pharmaceutical Preparations                                                            
	Biotech sector, developing antibodies for fish industry                                                                                                                                                 
	development of antibodies for use in fish health management                                                                                                                                             

	Auto sonics LTD                         
	34.30
	Manufacturing of parts & accessories for motor vehicles & their engines                                 
	Reverse Safety products for commercial vehicles                                                                                                                                                         
	automotive safety products, assisting the development of backbinder reversing aid.                                                                                                                       

	DB Ecosystems                           
	74.30
	Technical Testing & Analysis                                                                            
	Supply disinfecting chemicals to water industry, water treatment as well as airborne protection systems                                                                                               
	development of ecofriendly chemicals for water plant treatment & legionelle (MRSA)                                                                                                                       

	Dura Diamond                            
	28.80
	Manufacturing of other fabricated metal products not elsewhere classified                               
	Diamond tooling Company, manufacture drill bits                                                                                                                                                         
	cost of multi-swivel design & patent drawings                                                                                                                                                           

	Company
	SIC Code
	SIC Description
	Company Description
	Project for SCIS Grant

	E-TV Interactive Ltd                    
	72.20
	Software Consultancy & Supply                                                                           
	Software design and sales for hospitality market                                                                                                                                                        
	developed a new software platform and application for hotel sector                                                                                                                                      

	Extramed Ltd                            
	72.20
	Software Consultancy & Supply                                                                           
	IT consultancy, aimed at health sector                                                                                                                                                                  
	Bed Management Development System                                                                                                                                                                       

	Infotelic Scotland Ltd *
	72.20
	Software Consultancy & Supply                                                                           
	IT consultancy, aimed at health sector                                                                                                                                                                  
	Bed Management Development System                                                                                                                                                                       

	I-Met Ltd *
	72.20
	Software Consultancy & Supply                                                                           
	knowledge management, document management, content management, management information and e-trade
	Development of document management system

	GMS Recordings LTd                      
	30.02
	Manufacturing of Computers & Other Information Processing Equipment                                     
	produce systems to develop background music, cd, tape, hard disc                                                                                                                                        
	online music system, development of platform, grant helped finance cost of development                                                                                                                  

	Pisces Engineering Ltd                  
	74.20
	Architectural & Engineering Activities & Related Technical Consultancy                                  
	Aquaculture Engineering, design, manufacture fish farms                                                                                                                                                 
	construction & operation of a new aqua culture unit, recirculation unit for fish testing a new media                                                                                                    

	Tayflo Filtration Ltd *
	29.24
	Manufacture of other general manufacturing
	Manufacturing of cooking oil filtration systems
	Development of cooking oil filtration system


* = no longer trading

Profile of SCIS Grants Allocated
4.6
The following information was obtained from Scottish Enterprise Forth Valley’s files on the company’s that obtained SCIS assistance.

4.7
The grants received by the companies ranged from £1,616 to £25,000, the full amount of grant available. The average grant given to a company during the period of the evaluation (March 2002 - May 2005) was £15,494. The total grant given to the eleven companies during this period was £170,435, with the eleven companies contributing £293,849 to the various SCIS projects. This represents a private sector leverage of 63% and public leverage of 37%.
4.8
Of the three companies that are no longer trading, SCIS grants were allocated totalling £64,323. The remaining eight companies received the remainder of the SCIS grants and this totalled £106,112.
5.0
IMPACT OF SCIS ASSISTANCE
5.1
This evaluation and the following impacts are based upon the eight companies that are still trading and based upon the information collated during the telephone interview. The impacts take account of seventeen SCIS grants totalling £106,112 and private leverage of £174,401. This represents a public leverage proportion of 38% and private leverage proportion of 62%.
5.2
The telephone questionnaire comprised of 16 questions relating to the company’s SCIS assistance and the impact this had on the company’s performance. The remainder of this report details the survey findings relating to the impact of SCIS assistance on the eight companies interviewed.

Relevance of SCIS to Companies Business Needs’
5.3
The eight companies were asked how satisfied they were that the SCIS programme met their business needs. Five companies felt that they were very satisfied in terms of the programme meeting their business needs, while the other three were satisfied that it met their business needs. The average score out of 5 to this question was 4.63, representing a very high satisfaction in terms of SCIS meeting the business needs of the companies involved.
Table 3:  Relevance of SCIS to Company’s Business Needs
	How satisfied are you with the relevance of the SCIS product to your company’s business needs?
	No. of Companies

	1 – Very Unsatisfied
	0

	2 – Unsatisfied
	0

	3 – Neither satisfied, nor dissatisfied
	0

	4 – Satisfied
	3

	5 –Very Satisfied
	5

	Average score = 4.63



How SCIS Assistance has Benefited the Companies Involved
5.4
When asked whether companies would have gone ahead on the project without SCIS assistance, six companies responded that they would not have gone ahead with the project. Two companies stated that they were unsure as to whether they would have gone ahead or not without SCIS assistance.
5.5
When asked to describe how the grant has benefited their business the following responses were given:
· allowed us to bring the product to the market place and roll out to 32 countries

· couldn’t afford the product development without the grant

· gave us the space to develop and design a solution to a long standing problem in the health service

· helped develop the background element of the web platform, financial benefits still to accrue

· helped broaden the range of products

· helped design new media technology

· more confidence to produce product and increase sales

· provided ability to move quickly and develop product within timescale.

5.6
In summary, the benefits the companies emphasised were that the SCIS grant allowed them to develop products quicker, to reduce the risk at attempting to produce new products, as well as supporting the process to patent ideas / products.


New Products and Intellectual Property Registered
5.7
Companies were asked how many new products or processes they had launched or developed as a result of the projects they worked on with SCIS assistance. In total the eight companies had produced seventeen new products, an average of just over two per company. 
5.8
Two companies produced one new product, three companies produced two products and three companies produced three new products as a direct result of the SCIS assistance. There were no new processes developed by the companies with the emphasis from each company being upon new product development.
5.9
In terms of registered intellectual property there were five patents, two trademarks and one company having design rights on their product as a direct result of the projects that were supported by SCIS.
Table 4:  Number of new products developed and Intellectual property registered
	 
	New Products
	Trademarks
	Patents
	Design Rights

	 Number

Developed
	17
	5
	2
	1



Impact upon Employment
5.10
Companies were asked their current level of full time equivalent employment (FTE) and also their FTE just before they were awarded the SCIS grant and started work on their new products. This identified the growth in the company’s employment. In addition, the companies were also asked to estimate how much the increase in employment was due to the new product developed with SCIS assistance. This allows us to estimate the increase in the number of employees as a result of the new products developed with SCIS assistance.
5.11
The final column of table 5 shows this calculation as an increase in employment among the eight companies of 26.5 FTE’s.  This represents an increase of 56% in employment among the eight companies interviewed
Table 5:  Impact on Employment

	Current no. of employees (FTE)
	No. of employees before SCIS grant (FTE)
	% Increase due to SCIS
	No. of employees increased due to new products developed with SCIS assistance (FTE)

	2
	1
	50
	0.5

	3
	2
	100
	1

	4
	4
	0
	0

	9
	3
	100
	6

	10
	4
	50
	3

	15
	15
	0
	0

	16
	14
	100
	2

	17
	3
	100
	14

	76
	46
	-
	26.5


5.12
The eight companies were then asked if they expected employment to grow in the next two to three years, as a result from their new products developed with SCIS assistance. Three companies said that they definitely feel that employment would grow further; three said that there was the potential for employment to grow further, while two companies did not believe their employment would grow as a result of the new products in future.
5.13
While most companies were unable to estimate the level of employment growth in future, it is interesting to note that one company expects to have sixty employees within two years as a direct result of their new products developed with SCIS assistance. 
Table 6: Future Employment Growth
	Growth in Future?
	No. of Companies

	Definite growth in 2-3 yrs
	3

	Potential growth in 2-3 yrs
	3

	No employment growth
	2



Impact upon Turnover
5.14
The impact on turnover is also positive although is harder to determine specifically as some companies were not comfortable talking about absolute levels of turnover. Instead the turnover is categorised into ranges, as can be seen from table 7 below.
5.15
When asked if turnover increased due to the new products developed with SCIS assistance all companies answered positively. Companies were then asked to what proportion their turnover had increased due to the new products developed with SCIS assistance.
5.16
The answer to this ranged between 10-15% and as much as 1000%, with the average percentage increase in turnover being 205%. However, this figure is skewed by the one company who achieved a 1000% increase. If we take this company out of the equation then the average increase in turnover is 91%, due to new products being developed with SCIS assistance.
5.17
Companies were then asked whether their turnover was likely to increase in the next two to three years as a result of new products developed with SCIS assistance. All answered positively. However, it was difficult for companies to estimate the extent of the anticipated increase in turnover.
Table 7: Impact on Turnover
	Current Turnover
	% increase due to new products developed with SCIS assistance
	Increase in turnover likely in 2-3 years due to new products developed with SCIS assistance?

	50-100k
	10-15%
	yes

	50-100k
	25%
	yes

	250-500
	30%
	yes

	250-500
	200%
	yes

	500k-1m
	300%
	yes

	500k-1m
	50%
	yes

	500k-1m
	20-25%
	yes

	1m-2m
	1000%
	yes

	Ave Turnover £582k
	Ave increase =  205% 

(91% excluding last company)
	



Impact on Business Efficiency and Long Term Strength of the Business
5.18
When asked whether the SCIS assistance had a positive impact on increased business efficiency, companies were a bit lukewarm. Two companies felt there was a little impact, two felt there was some impact on business efficiency to some extent, two felt there was a good impact and two to a great extent. Out of 5 the average response was 3.5.
Table 8: Impact on Business Efficiency

	What Impact has SCIS assistance had on your business efficiency?
	No. of companies

	1- No Impact
	0

	2 - A little impact
	2

	3 - Some impact
	2

	4- A good impact
	2

	5 - A great impact
	2

	Ave score = 3.5


5.19
However, there was a more positive response in terms of SCIS assistance having a positive impact on the long term strength of the business. One company felt it had some impact, four companies felt SCIS assistance had a good impact and three companies felt it had a great impact. Out of a score of 5 the average response was 4.25.
Table 9: Impact on Long Term Strength of the Business
	What impact has SCIS assistance had on the long term strength of your business?
	No. of companies

	1- No Impact
	0

	2 - A little impact
	0

	3 - Some impact
	1

	4- A good impact
	4

	5 - A great impact
	3

	Ave score = 4.25


6.0
QUALITY OF DELIVERY OF SCIS PRODUCT BY SE FORTH VALLEY
6.1
The final set of questions related to the quality of delivery of the SCIS product by Scottish Enterprise Forth Valley.
6.2
In terms of satisfaction rates with the support received from SE Forth Valley, most companies were very satisfied. While one company was neither satisfied nor dissatisfied, seven companies were very satisfied. This gave an average score of 4.75 out of 5. 
Table 10: Satisfaction with SEFV SCIS Assistance
	How satisfied are you with the support you received on SCIS assistance from SEFV
	No. of Companies

	1 – Very Unsatisfied
	0

	2 – Unsatisfied
	0

	3 – Neither satisfied, nor dissatisfied
	1

	4 – Satisfied
	0

	5 –Very Dissatisfied
	7

	Ave score = 4.75


6.3
Similarly, when asked whether investment of their time with Scottish Enterprise Forth Valley had been worthwhile most companies responded that it had been of great benefit. Out of a total of 5 the average score from companies was 4.63.
Table 11: Worthwhile Investment of Time
	How worthwhile has your investment of time been with SEFV?
	No. of Companies

	1 – Waste of time
	0

	2 – Not worthwhile
	0

	3 – Neither worthwhile, nor not worthwhile
	1

	4 – Worthwhile
	1

	5 – Of great benefit
	6

	Ave score = 4.63


6.4
The final question asked whether there was anything else Scottish Enterprise Forth valley could do to improve the service to companies who receive SCIS assistance. Most responses stated that the overall service was good and that the executives delivering SCIS were of high standard. The following additional comments were made:
· high turnover of staff dealing with the company, many changes, other than this the service is good    
· very efficient, incredibly helpful, good support from Alan Stewart and Tim Moreby          
· no glaring improvements, the service has certainly helped    
· difficult to improve                   
· takes a lot of time to fill out forms and this takes valuable time away from developing the business, apart from this very satisfied with the service received 
· difficult to improve on, always give a positive response  
· support was good, but need to have more support for medium sized companies, SE mainly aimed at small or large companies.                               
· happy with the service as it is                                                                                                                                                                         

7.0
CONCLUSIONS
7.1
Having independently evaluated Scottish Enterprise Forth Valley’s SCIS product, it is the consultant’s opinion that the impacts of SCIS are very positive to those companies who received SCIS assistance and are still trading. The relevance to the business of the SCIS product is high, the employment and turnover impacts are positive, and the majority of companies are the type of knowledge based companies Forth Valley’s Economic Development Strategy is keen to foster. While the impacts are relatively modest on business efficiency the SCIS assistance has a high impact on the long term strength of the businesses involved.
7.2
The only negative point was that the three companies who have ceased trading received approximately 38% of the total allocated to SCIS during this period. That said, it has to be borne in mind that these are innovative projects and therefore an element of risk is involved, not only for the company but also for public sector business support agencies offering financial assistance. 
7.3
Overall, the benefits in Forth Valley’s case certainly outweigh the risks, based on the outcomes of the eight successful companies who have been interviewed.  Not only have they developed seventeen new products and registered new patents and design rights, they have also increased employment and turnover with the potential for further expansion and development in the future, as a direct result of SCIS assistance.
APPENDIX 1 - Questionnaire for companies who received SCIS assistance
General Information about company (supplemented by info in files)
Can you explain what it is your company does, what sector it operates in?

What was the grant awarded for, can you explain what the project was about?

Meeting the needs of the business
How satisfied are you that SCIS meets the needs of your business?

(on a scale of 1 to 5, with 1 being lowest and 5 highest)

Would you have gone ahead with the project without SCIS assistance?

Describe how the grant has benefited your business?

New Products / Processes & Intellectual Property

As a result of the SCIS assisted project, how many new products or processes have you launched or developed?

As a result of the SCIS assisted project, have you registered any patents or other intellectual property e.g. trademarks or design rights?

Impact on Employment
How many employees does your company employ? 

What did it employ before the grant was awarded?

If an increase was this due to SCIS grant? – if so what percentage?

Will your future employee level, say over the next three years, be affected by the SCIS funded project? If so what proportion was this down to the grant?
Impact on Turnover
What is your current turnover?

Has your SCIS assisted project increased turnover, if so to what extent?

Will your SCIS assisted project increase turnover in the next 3 years

Impact on business efficiency
(On a scale of 1-5, 5 being highest)
Has the SCIS support had a positive impact on your internal business efficiency?
Has the SCIS support had a positive impact on the long term strength of your business?

Quality of SEFV Delivery

(On a scale of 1-5 with 5 being highest)
Overall, how satisfied are you with  the support received by SEFV?
Has your own investment of time and effort with SEFV been worthwhile?
How can the service or support offered by SEFV be improved?

APPENDIX 2 - Definition of knowledge based industries – SIC codes
Based on OECD definitions and defined as SIC 1992 class (4 digit)  
2441 : Manufacture of pharmaceutical products; 2442 : Manufacture: pharmaceutical: preparations; 3530 : Manufacture of aircraft and spacecraft; 6420: Telecommunications; 7411 : Legal activities; 7412 : Accounting/book-keeping activities etc; 7413 : Market research/public opinion polling; 7414 : Business/management consultancy activities.; 7415 : Management activities: holding companies; 7420: Architectural/engineering activities; 7430: Technical testing and analysis; 7440 : Advertising; 7450 : Labour recruitment etc; 
SIC 1992 division (2 digit): 
30 : Manuf office machinery and computers;  32 : Manuf radio, TV/communications equipment; 33 : Manuf medical, precision instruments, etc65 : Financial intermediation, etc; 66 : Insurance and pension funding, etc; 67 : Act auxiliary financial intermediation; 72 : Computing and related activities; 73 : Research and development 
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