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Executive Summary

Introduction

This draft report provides the results of an evaluation of SE Tayside’s Asia Pacific Initiative for the period November 1999-October 2002.

Aims & Objectives

The aim of the evaluation is to measure the economic impact of the initiative and the extent to which it promotes the aims of national and local strategy.

The specific objectives of the study are:

· to assess the success of the programme in meeting its main objectives and targets (in quantitative and qualitative terms)

· to review the market failure addressed by the programme, and whether the original rationale for intervention still exists

· to review the number and range of companies/ individuals who have participated on the programme to identify benefits they have obtained through the direct or indirect contact with the Asia Pacific Initiative, attendance at events, advice or support obtained, referrals given etc.

· to determine the cost effectiveness and value for money derived from the Initiative

· assessment of how the programme, and its management, can be improved to meet its objectives and the objectives of SE Tayside’s Global Growth Strategy and A Smart, Successful, Scotland

· to evaluate the adequacy and appropriateness of the existing programme delivery mechanism

Project Rationale

The key market failure issues addressed via the Asia Pacific Initiative (API) involve both risk aversion and information deficiencies.

The proactive approach such as that adopted in the API, while running the risk of not always fulfilling the requirement that interventions be demand-driven, is more likely to be addressing issues of serious market failure associated with risk aversion and information deficiencies than more reactive programmes of support. The potential benefits, of such intervention are, therefore more significant.

Strategic Consistency

The API is consistent with A Smart Successful Scotland in that it promotes global success in key sectors and clusters. It is also consistent with the Global Connections Strategy in that,

“Decisions on where, and to what extent, to deploy overseas resources will always be difficult, inexact and will tend to involve relatively long lead times in terms of new locations….This does not always mean that our intervention will always be required in the most popular export destinations. We need to understand better SME needs and activity (where export support is primarily focussed) and to establish if this mirrors that of overall export destinations.”

The API also supports the aims and objectives of the SE Tayside Global Growth Strategy (1999), primarily through the New Priority Markets element, but also in the emphasis on E-Business opportunities with the Taishi project, the cluster approach and also in the wider context of internationalisation of Tayside businesses.

The creation of net additional export orders and jobs created via the API (see below) illustrate the significant contribution of the initiative to the Global Growth Strategy.

SE Tayside will, however, find it virtually impossible to gain any support from Scottish Trade International to further develop its Global Growth Strategy on a geographical basis. SDI do not anticipate individual LECs developing local initiatives, such as the Asia Pacific Initiative, in the future. Future initiatives will have to be sector/ cluster based (e.g. computer games, life sciences), be consistent with the new customer segmentation model and operate on a national level.

Project Costs

The total costs associated with the API to date amount to £280,181. It is assumed that the Taishi Project is a separate activity.

	Total Spend 
	 
	161,591

	Expenses & Salary Costs
	118,589

	TOTAL (exc. Taishi)
	280,181

	
	


It is important to note that we have decided not to consider the other public sector costs levered into the initiative. We have done this for two reasons:

1. The task of obtaining reliable data is extremely difficult and, in some cases, is likely to be confidential

2. The API is being evaluated not just on the basis of the direct support provided but also in its role as a co-ordinating body for he various alternative sources of export assistance locally, within Scotland and within the UK.

Activities, Targets & Outcomes

Data on API activity levels and targets indicates that the initiative has been successful in reaching and exceeding the number of assists in Asian markets.

While there is some disparity in terms of the target period and the evaluation period the target assists for the 3 year period of 55 companies compares with the actual total of 86 companies to date.

The actual number of assists in terms of multiple-market activities (e.g. some businesses will have been assisted in more than one Asia Pacific market) is 134.

Company specific assistance to businesses has involved financial support, market research and in-market assistance.

The additional API outcomes over and above company specific casework have involved Tayside taking the lead on a Scotland-wide computer games initiative, development of the Taishi web-project, trade missions, conferences etc.

Key Outputs

Export Orders

	
	Value of Manufactured Exports to the Asia Pacific Region (£m current prices)


	% Share of Exports



	
	Tayside


	Scotland


	Tayside


	Scotland



	1995
	58.2
	2578
	10.1
	14.9

	1996
	86.5
	2368
	14
	12.9

	1997
	98
	2322
	12.9
	12.1

	1998
	84.9
	1755
	10.1
	9.1

	1999
	75.2
	1781
	9.8
	8.7

	2000
	106.1
	2239
	12.8
	10.6


Source: SCDI

SCDI data shows that, in 2000, Tayside exported £106.1m worth of manufactured goods to the Asia Pacific region, accounting for 12.8% of total manufactured exports. Between 1999 and 2000, the first year of operation of the API the share of Tayside exports to the Asia Pacific zone increased by 3 percentage points, compared to 1.9 percentage points across Scotland.

The increase in the value of Asia Pacific exports from Tayside was 41.1% between 1999 and 2000, compared with a much lower increase of 25.7% for Scotland as a whole.

Based on the results of the business survey undertaken as part of this evaluation exercise: the total estimate of export orders to the Asia-Pacific region by those 16 businesses that provided a figure – over the life of the API to date - was £10,657,000.

Based on these 16 business responses we estimate, at a minimum, that the API has helped to generate an additional £2,347,000 in export orders over the operating period to the present time.

The grossing-up exercise has resulted in an estimate of total net additional export orders to date, arising to Tayside businesses, as a direct result of the API, at £3,377,000.

	
	Total Export Orders
	Net Additional Export Orders
	Total Additional Export Orders

	To Date


	£10.66m
	£2.35m
	£3.38m

	Next 3 Years


	£14.90m
	£7.90m
	£10.35m

	Total


	£25.56m
	£10.25
	£13.73m


The 20 relevant survey responses indicate that additional export orders resulting from the API over the next 3 years will be £7,899,500.

Grossing this figure up to take account of non-responses gives an estimate of £2,449,000 – giving total net additional export orders over the next three years of £10,348,000.

The estimates of total additional export orders, associated with API assistance, indicate that the initiative will lead to increased exports to the region of £3.5m per year, or 3.3% of the 2000 SCDI figure of £106.1m exports to the Asia Pacific region.

Employment Effects

The role of the API in job creation, as indicated in the business survey responses, shows that the initiative has helped to create 12.2 full-time equivalent posts to date, with a further 28.9 FTEs expected over the next 3 years. The role of the API in helping to sustain employment is also significant with business responses indicating that around 117 jobs are likely to be sustained over the next three years as a result of the assistance received under the API.

	
	Total Jobs Created
	Total Jobs Sustained
	Net Additional Jobs Created
	Net Additional Jobs Sustained

	To Date (1999-2002)


	84
	253
	12.2
	110

	Next 3 Years (2003-2005)
	42
	270
	28.9
	117.3

	Total


	126
	-
	41.1
	-


It should be noted that the table above provides estimated net additional employment based on the responses received. Following the grossing up procedure adopted for export calculations we would suggest that the total net additional employment created would be 44.9, and the total net additional jobs sustained would be 128.0.

Cost Effectiveness & Value for Money

Cost per Job

The basic cost per job calculation gives a value of £8,082

Cost: Benefit Ratio

The standard cost: benefit calculation gives a ratio of 41.3

Other Business Benefits of the API 

In addition to the quantitative outputs the API has also had a number of benefits for businesses that are consistent with the desired outcomes of the Scottish Executive’s Global Connections Strategy and SE Tayside’s Global Growth Strategy. Briefly these are as follows:

Asia Pacific markets

1) Cost savings through indication that Asia Pacific markets not appropriate

2) Setting up operations in Asia Pacific markets

3) Increased interest in exporting to Asia Pacific region

4) Enhanced awareness of Asia Pacific export opportunities

5) Improved competitiveness in Asia Pacific markets

Global Outlook

1) Improved awareness of export opportunities generally

2) Improved potential for setting up overseas production facility

3) Enhanced likelihood of international joint venture/ alliances

Internal & External Relations

1) Improved public image, 

2) Better relationships with customers, suppliers, investors/ lenders

3) Improved regulatory compliance

4) Better relationships between employees and managers

Conclusions & Recommendations

There are two key conclusions arising from the API evaluation study:

1) SE Tayside’s Asia Pacific Initiative no longer fits with the national approach to strategy implementation led by SDI and a similar, geographically-focussed, initiative in the future would receive little, if any, support from SDI.

2) The API has been broadly welcomed by local businesses, has promoted the strategic objectives of Global Connections and SE Tayside’s Global Growth Strategy and has demonstrated cost-effectiveness and fulfilled standard value for money criteria.

Based on these key conclusions the former would suggest dropping this type of activity while the latter would suggest adopting another geographically-focussed initiative. This therefore makes it difficult to make firm recommendations to SE Tayside as to the next steps. If, however, SE Tayside determines to adopt a further geographically-focussed initiative in the future we would recommend the following.

The recommendations outlined below reflect the results of the business surveys as well as consultations with key stakeholders at a local and national level. The recommendations relate to critical issues if SE Tayside is to develop a proactive “internationalisation” initiative.

1. Consultation – needs to be extensive

2. Recruitment – attributes of BusinessExecutive are crucial to success

3. Target Zone – needs to be carefully considered for emerging opportunities

4. Clusters/ sectors – there needs to be a sector/ cluster focus

1.
Introduction

1.1
Background

This report provides the results of the evaluation of SE Tayside’s Asia Pacific Initiative (API). The conclusions of the study are based on evidence relating to the three-year operating period November 1999 to October 2002. The Tayside Economic Research Centre has undertaken the study, commissioned by SE Tayside over the six-week period from the beginning of October to mid-November.

1.2
The Asia Pacific Initiative: Context & Rationale

The Scottish Executive’s A Smart, Successful Scotland (2001) emphasises the importance of integration of the Scottish economy into the global economy. Specifically, it is suggested that Scottish businesses need to become more global in their outlook and operations. 

Scotland: A Global Connections Strategy combined the roles of Scottish Trade International and Locate in Scotland under the title of Scottish Development International. In addition, the Strategy states that,

“A recurring theme from consultations on future trade strategy was the need to create an international mindset and overcome a fear of exporting within the Scottish SME base. Consequently, the current strong emphasis of the Export Partnerships on encouraging new exporters should continue. However, at least in the short term, greater economic impact will be achieved 

The API was established in November 1999 following on from previous geographically focussed trade development initiatives, in Central & Eastern Europe and then Latin America. SE Tayside’s global growth strategy has adopted an approach that combines both a geographical focus and, at the same time, a sectoral/cluster approach reflecting the key strengths of the Tayside economy.

SE Tayside commenced its export development initiative in 1993 with the emphasis initially on sourcing opportunities from Central and Eastern Europe - a territory undergoing macro-economic transition from command to market economy. Due to the nature of this market SE Tayside inevitably worked with mainly active exporters, identifying and pursuing specific export opportunities and contracts on behalf of individual companies and organisations.

SE Tayside’s Trade Development strategy 1995-98 was prepared on the basis of this success, towards expanding the client base and adding new export initiatives. The strategy included completion of the Central and Eastern European market access programme and the development of Latin America as a new priority emerging market.

In order to continue the momentum of developing and growing Tayside’s active exporters it was decided that a new trade zone would be targeted and the Asia Pacific region was selected as the new priority territory.  The region was identified as recovering from recession and was forecast to experience a return to high growth rates.  Demand in Tayside to develop Asian markets was evidenced to be high both from client discussions and the SCDI survey of the Tayside manufacturing industry.  The few Tayside companies, which had successfully secured Asian business relationships, were being awarded with large export orders. Japan and Taiwan would be the targeted initially but scope would exist to extend the programme to the transforming economies of South Korea, Hong Kong, China, Singapore, Malaysia and India in due course.

SE Tayside considered various options on how the Asia Pacific initiative should be resourced. These included a Scottish Trade International secondee, agents in-market, UK based international consultancy organisations, or a dedicated SE Tayside contractor. The dedicated contractor route was favoured for a number of reasons and the post of Asia Pacific Business Executive was advertised. The successful candidate was identified as being the most suitable for the post through his knowledge and experience of working in Asian markets, his ability to speak Japanese and his business related qualifications and took up post in November 1999. His contract runs with SE Tayside until March 2003.

His role as Asia Pacific Business Executive includes the following:

· Manage the Asia Pacific initiative to raise the profile of opportunities and develop exports & technology transfer from Tayside to Asia Pacific markets.

· Assist local companies in the formation of their export strategy for Asia Pacific markets and assisting in the implementation by offering a tailored package of support bringing in outside agencies where appropriate.

· Allocate financial assistance to companies where it has greatest economic impact in overcoming market failure.

· Work proactively with key sectors to develop opportunities in Asia Pacific and taking a Scottish lead on the agriculture, technical textile and computer games sectors.

· Keep up to date with developments and business opportunities in Asia Pacific and updating local companies when appropriate.

The rationale for the API from the SE Tayside perspective depends on both the existence of market failures and a latent demand, by local businesses, for the services available under the initiative

1.3
Evaluation Aims & Objectives

The aim of this study is to measure the economic impact of SE TAYSIDE’s Asia Pacific Initiative on the Tayside economy and how it has contributed towards the aims of Smart Successful Scotland and SE TAYSIDE’s Global Growth Strategy



The specific objectives are:

· To assess the extent to which the programme has met its objectives and targets as set out in 1999

· To review the market failure addressed by the programme, and whether the original rationale for the programme still exists

· To determine the benefits for companies which have participated in the programme

· To assess the value for money from the programme

· To assess the adequacy and appropriateness of the current programme delivery mechanism

1.3.1
Objective 1

to assess the success of the programme in meeting its main objectives and targets (in quantitative and qualitative terms)

This study objective involves addressing the main objectives of the Asia Pacific Initiative, which can be summarised as follows:

· Raise the profile of opportunities in the Asia Pacific region

· Develop exports and technology transfer from Tayside to Asia Pacific markets

· Assist local businesses in the formation of their export strategy for Asia Pacific markets

· Assist in strategy implementation by offering a tailored package of support

· Allocate financial assistance to companies where it has greatest net additional economic impact

· Work with key sectors to develop opportunities in the Asia Pacific region and take a lead, at the Scottish level, in the agriculture, technical textiles and computer games sectors

· Keep local companies up-to-date with developments and business opportunities in the Asia Pacific region when appropriate

Programme Targets

For the period 1999/2000 to 2001/2002 SE Tayside’s Global Growth Strategy: Asia Pacific Resource (February 2001) contains specific quantitative targets on:

1. Number of businesses assisted

2. Value of export orders

3. Job creation

These specified targets, in discussion with SE staff, should be used to benchmark the performance of the Asia Pacific Initiative. In addition SE Tayside has a monitoring framework against national targets that provides a benchmark on Tayside’s performance in terms of “Global Growth”.

These cover:

1. Value of Manufactured Exports

2. Global companies

3. Active Exporters

4. Passive Exporters

5. New Exporters

1.3.2
Objective 2

to review the market failure addressed by the programme, and whether the original rationale for intervention still exists

Analysis of objective 2 involves two separate activities. Firstly, to determine whether SE Tayside should be involved in the current Asia Pacific activities by examining the nature and extent of market failure issues and, secondly, to determine whether the Asia Pacific region is the appropriate geographical area to be targeted. 

Key issues of market failure, which need to be examined in the context of the Asia Pacific Initiative, involve determining the presence of:

· Market friction or rigidity

· Externalities

· Information deficiencies

· Risk aversion

· Scale barriers

· Institutional barriers

If any of these market failure issues exist to any significant degree then this provides the rationale for SE Tayside intervention. In addition, however, the activities associated with the Asia Pacific Initiative should be attempting to either reduce or remove these market failures.

The SE Tayside Global Growth Strategy paper (1999) highlights the six main selection criteria for the new market focus on the Asia Pacific region:

1. Strong projected economic growth

2. Stable economic and political climate

3. Stable exchange rates and low inflation

4. Introduction of macroeconomic reforms

5. Complementary industrial structure to Tayside

6. Degree of company risk aversion/ perception

One task of the evaluation exercise will be to determine whether application of these criteria suggests maintaining a Tayside export focus in the region.

1.3.3
Objective 3

to review the number and range of companies/ individuals who have participated on the programme to identify benefits they have obtained through the direct or indirect contact with the Asia Pacific Initiative, attendance at events, advice or support obtained, referrals given etc.

1.3.4
Objective 4

To determine the cost effectiveness and value for money derived from the Initiative

Telephone interviews of businesses have been undertaken in order to elicit evidence of programme specific impacts. A key aspect of the evaluation is to determine those benefits attributable to the Asia Pacific Initiative and those that are likely to have arisen in absence of the Initiative (i.e. the counter-factual case). The methodological approach will follow the best practice guidelines on evaluation set out by HM Treasury and the SE Network.

Through desk research and telephone interviews with participating companies we will be able to measure the impact of the programme, in both quantitative and qualitative terms in order to estimate:

· the direct effects of the Asia Pacific Initiative on Tayside businesses and the outputs and impacts which can be attributed to the overall programme

· the additionality, displacement and multiplier effects

· the value for money of the overall programme and the cost-effectiveness of the different programme components and/ or delivery mechanisms

· the success of the Initiative in achieving desired outcomes for participating businesses/ individuals

SE guidelines on effective evaluation and the Output Measurement Framework will be adopted in assessing the critical issue of assessing net additionality in order to consider value for money and cost-effectiveness issues. At the same time we fully recognise that many impacts and outputs do not fit neatly into quantitative measurement frameworks and, given that specific objectives relate to purely qualitative issues (e.g. raising the profile of export opportunities) and that qualitative impacts of SE Tayside support may take some time to materialise due to the nature of export activity itself that this will be particularly relevant to the current study conclusions and recommendations.

1.3.5
Objective 5

to evaluate the adequacy and appropriateness of the existing programme delivery mechanism

Evaluation of objective 5 involves mapping out the current programme delivery mechanisms and, through consultations with key stakeholders, assessment of how the various elements of the programme fit together and consideration of any elements of assistance currently missing from the programme. 

It is important that programme objectives and activities are consistent with national and organisational strategies. The programme should complement the support services offered by other organisations (e.g. Tayside Business Gateway Ltd.), should be effectively co-ordinated with other service-providers and should be designed to avoid wasteful duplication and overlap. It is important to review external changes nationally and locally to determine whether the original objectives and activities of the programme remain valid or if improvements can be made to design and delivery in order to enhance programme benefits and cost-effectiveness.

1.3.6
Objective 6

assessment of how the programme, and its management, can be improved to meet its objectives and the objectives of SE Tayside’s Global Growth Strategy and A Smart, Successful, Scotland

This will involve utilising the range of evidence - collected in achieving the other evaluation objectives – in order to provide recommendations for the future direction and development of the programme and appropriate performance measures for the on-going monitoring and management of the programme.

2.
Study Methodology

The methodology is based on a range of information collection methods, the results of which provide the basis for evaluation to meet the specific objectives of the project. The study methodology involved the following main activities:

· Scoping Interviews

· Document Review (e.g. visit reports, strategy documents)

· Business Interviews (i.e. Telephone)

· Analysis of Survey Responses

· Impact Evaluation

2.1
Scoping Interviews

Past experience of undertaking evaluation work indicates that it is critical to undertake initial meetings with the key stakeholders involved. This not only helps to provide practical information to be used in survey sample design, but also helps to provide the key areas of focus for the study and highlights potential avenues of investigation and benchmarking issues. The first task will therefore involve undertaking initial meetings with key partner organisations to determine factors such as:

· the relevant policy/ strategic context of the Asia Pacific Initiative

· the key issues for focus in the evaluation study

· the availability of monitoring, baseline, benchmarking and other existing information which can inform the study

· the range of programme activities, inputs and client lists (including contact details)

2.3
Document Review

Linked to the scoping interviews will be the review of documentation on the Asia Pacific programme itself (such as the original, and subsequent strategy documents, visit reports etc. any specific event evaluation questionnaire results that may be available) and a review of other similar initiatives in Scotland and beyond. Specifically in this case we will also be concerned with a review of local and national strategy documents relevant to the Initiative.

2.4
Telephone Interviews

The telephone survey targeted the full target population of 86 businesses and was designed to address the relevant project research objectives by assessing the contribution of the Asia Pacific Initiative to export activities in the region. Survey responses have been collated and analysed using the SPSS statistical software package.

2.5
Impact Evaluation

The previous elements of the study methodology will provide the information on the baseline situation and the current situation that will permit an assessment of the impact of the Initiative during the period from 1999. In addition, we will have been able to evaluate the contribution of the programme to key performance targets and objectives over the period. This will allow us to produce a quantitative estimate of the net additional impact of the programme and evaluate this impact relative to the resource inputs involved to assess value for money and cost-effectiveness. We will use standard evaluation techniques to address these issues as recommended in HM Treasury project appraisal and evaluation guidance and adopt the SE best practice evaluation methods. The SE Output Measurement Framework will be utilised throughout the research design and presentation of results.

The study methodology will also permit assessment of qualitative impacts attributable to the programme, which are likely to be particularly important at this stage in the development of the programme.

3
Analysis of Results

3.1
Views of Key Stakeholders

As part of the evaluation process we have undertaken a series of face-to-face interviews with key stakeholders including:

· SE Tayside staff

· Export Partnership Councillors

· Local Authority Representatives

· Scottish Development International Executives

Overall there appears to be a consensus among those interviewed that the Asia Pacific Initiative has been working well. There does, however, appear to be some “tension” between local operations in Tayside and Scottish Development International at the national level as to whether the initiative fits with the current national strategy, even though at inception the initiative was consistent with the national approach.

While this evaluation is not a job evaluation exercise for the Asia Pacific Business Executive, it is worth noting the positive feedback - from a range of individuals interviewed – relating to the excellent networking skills and cultural understanding of Andy Russell.

While feedback has been generally positive, some issues have arisen which should be carefully considered in determining the next steps for SE Tayside. Issues raised by some of the key stakeholders included the following:

3.1.1
Strategic Fit

Any local initiative must fit with the overall national strategy. The approach to trade development and implementation of the Global Connections Strategy at the national level has changed over the past few years. The period from the end of 1999 has been one of uncertainty and change in strategic direction at the national level, at least up to the beginning of 2002. Work on the national strategy began in September 2000 and this resulted in the International Economic Development Strategy, issued in March 2001. This was superseded by the Global Connections Strategy published in October 2001. This signalled the move towards a sector/ cluster focus, which was implemented in January 2002. This change, to a certain extent, has created a conflict between the way SDI wants to do things and how SE Tayside has been and continues to do them via the API.

SE Tayside will find it virtually impossible to gain any support from Scottish Development International to further develop its Global Growth Strategy on a geographical basis. SDI do not anticipate individual LECs developing local initiatives, such as the Asia Pacific Initiative, in the future. Future initiatives will have to be sector/ cluster based, be consistent with the new customer segmentation model and operate on a national level.

It is clear that over the life of the Asia Pacific Initiative efforts have been made to adopt a more sector/ cluster focus. A sector-based plan was presented to SDI representatives in April 2001. In addition, the API evolved to take account of national developments by ending in-market “representation” of Tayside companies by SE Tayside staff and increased reliance on SDI staff to deliver in-market projects.

In addition to the potential conflict between the cluster/ sector approach and the trade-zone approach there also appears to be a conflict with SDI regarding the selection of Asia Pacific as a focus for export activities in Tayside. This, in part, appears to arise from the Global Connections Strategy itself, which emphasises the importance of the North American and European markets.

“The ability to retain and improve Scotland’s position in the European/ US markets is, therefore, highly important.”

The “diversification” or “emerging opportunities” approach adopted by SE Tayside throughout the trade development strategy and global growth activities since 1993 (e.g. Eastern Europe, South America) has, however, proved to be well-received by businesses and local stakeholders.

The alternative approaches adopted by SDI and SE Tayside, via the Asia Pacific Initiative, highlight the debate surrounding the nature of business support for internationalisation - “market-driven” or “market failure”. Initiatives such as the API have a greater potential to add-value and address market failures (e.g. information deficiencies and risk aversion) than the alternative, reactive approach. In reality, for any business support initiative to work from both a business and public agency perspective there needs to be both a demand from business for the service as well as significant market failure. Any initiative such as this must be demand-driven – based on what the businesses themselves require. One criticism of the API has been that this has not always been the case. At the same time, the public sector intervention is only justified if there is a market failure which that agency can help to address.

In addition, it is worth noting that one of the implications of the global connections strategy involves recognition that,

“Decisions on where, and to what extent, to deploy overseas resources will always be difficult, inexact and will tend to involve relatively long lead times in terms of new locations….This does not always mean that our intervention will always be required in the most popular export destinations. We need to understand better SME needs and activity (where export support is primarily focussed) and to establish if this mirrors that of overall export destinations.”

The selection of Asia Pacific as the focus of the current trade-zone initiative has been welcomed by local stakeholders and is supported by the importance of these markets to key sectors/ clusters in Tayside (e.g. computer games, life sciences) and the relative importance of the Asia Pacific region to Tayside exporters relative to Scotland.

It also needs to be remembered that the Asia Pacific Initiative forms only a proportion of SE Tayside’s global growth budget. In fact the bulk of the resources available are used on a more “reactive” basis, linked to company requests for support.

3.1.2
Engagement & Co-ordination

Attention should be given to the co-ordination of activities with both local partners (e.g. export partnership) and national organisations – there has been a view that SE Tayside has not fully engaged with local or national partners on the export issue (not just API)

3.1.3
Value-Added

One view arising from discussions with stakeholders was that existing Account Managers/ Business Executives could fulfil the role of, for example, the Asia-Pacific Business Executive. This, it was suggested, was more likely to be the case if there was already someone within SE Tayside with relevant knowledge and understanding of the sector/ cluster and (possibly) export issues – e.g. biotechnology, creative industries business development/ growth specialists.

In other words if SE Account Managers can recognise what the business needs and direct them to the export partnership/ SDI where is the value added in having an Asia Pacific Business Executive? Evidence suggests that this has, in fact, been the case for some sectors/ clusters, but in other cases this has not worked so well .A number of stakeholders have stated that there is clear value-added in the role of the Asia-Pacific Business Executive (particularly in light of the additional skills brought to the post).

It is clear that SDI may not always be the best option for certain companies, or some companies may not fit with SDI’s customer segmentation requirements. Specific initiatives such as the Seed Potato Group fro example are unlikely to have taken place via either the SDI or the Local Export Partnership.

Given the criticism, however, we would suggest that, in future, the roles of SE Tayside account managers should be considered – i.e. can they provide the levels of service of a specialist “Internationalisation” Business Executive? If so, there may still be a place for a geographically focussed business/ export executive, but they may wish to focus on other key sectors/ clusters.

3.2
API Costs

The total project costs over the evaluation period have been calculated to include: 

· the specific SE Tayside staff costs and expenses (including air fares), and

· the financial assistance provided to participating businesses

For the purposes of this evaluation study we have decided to omit consideration of other costs levered into the support provided to businesses participating in the API. We have done this for two reasons:

· The task of obtaining reliable data is extremely difficult and, in some cases, is likely to be confidential, and

· The API is being evaluated not just on the basis of the direct support provided but also in its role as a co-ordinating body for he various alternative sources of export assistance locally, within Scotland and within the UK.

	DIRECT FINANCIAL ASSISTANCE
	
	

	Total - Japan
	
	41,805

	Total - Korea
	
	-

	Total - Taiwan
	
	500

	Total - China & Others
	
	81,989

	MARKETING SUPPORT
	

	 Asia Pacific Conference 
	3,762

	 Flights (AR) 
	
	9,061

	 Flights (ES) 
	
	2,308

	 Translations 
	
	3,269

	 DAOGVG (Singapore & Malaysisa) 
	2,929

	 Exhibitions (Techtextil Asia) 
	10,575

	 Trade Missions 
	
	3,878

	 Others 
	
	
	1,516

	 Total Spend 
	 
	161,591

	
	
	
	

	
	
	
	

	Expenses & Salary Costs
	118,589

	
	

	TOTAL
	280,181


3.3
API Targets and Activities

The table below illustrates that the API has exceeded activity targets in terms of the number of assists in Asia Pacific markets.

No. of Companies Assisted

	
	Target
	Actual

	1999/00


	5
	7

	2000/01


	20
	39

	2001/02


	30
	42

	2002/03


	40
	29 (in 6 months)


No. of Companies Receiving Financial Assistance

	
	Participating Companies
	Financial Assistance

	Japan


	70
	14

	Korea


	23 + computer games group
	2

	Taiwan
	23 + computer games group
	3

	Other Asia Pacific (inc. China)


	18 + seed potato group
	12

	Total


	134
	31


3.4
Business Impacts

The key determinant of the success of the Asia Pacific Initiative depends on the impact it has had on participating businesses. The survey questionnaire (see Appendix) was designed to elicit the views of participating businesses regarding the net additional impact of the initiative on their performance and other activities.

3.4.1
Export Orders

The Scottish Council for Development and Industry produces annual estimates of Tayside exports to the Asia Pacific region. The table below indicates that in 2000 Tayside exported £106.1m worth of manufactured goods to the region, accounting for 12.8% of total Tayside manufactured exports. This provides an indication that between 1999 and 2000, the first year of operation of the API the share of Tayside exports to the Asia Pacific zone increased by 3 percentage points, compared to 1.9 percentage points across Scotland.

	
	Value of Manufactured Exports to the Asia Pacific Region (£m current prices)


	% Share of Exports



	
	Tayside


	Scotland


	Tayside


	Scotland



	1995
	58.2
	2578
	10.1
	14.9

	1996
	86.5
	2368
	14
	12.9

	1997
	98
	2322
	12.9
	12.1

	1998
	84.9
	1755
	10.1
	9.1

	1999
	75.2
	1781
	9.8
	8.7

	2000
	106.1
	2239
	12.8
	10.6


Source: SCDI

The increase in the value of Asia Pacific exports from Tayside was 41.1% between 1999 and 2000, compared with a much lower increase of 25.7% for Scotland as a whole.

While this data cannot, on its own, be used as performance measure for the API, it does indicate that 

1. In the first year of API operation, coincidentally or not, Tayside exports to the Asia Pacific region grew significantly more than the Scottish average, and 

2. The Asia Pacific market is more relevant to Tayside exporters than the Scottish average.

3.4.1.1

Export Orders Realised

The key indicator of success lies in the additional export sales generated as a result of assistance received under the initiative.

Monitoring information provided by the API Business Executive highlights the number of businesses who have generated export orders in the Asia-Pacific region. It should be remembered that these figures are based on the number of businesses assisted in each market, and that some businesses were assisted in more than one market. The figures indicate that, on average 2 out of 3 businesses involved with the Asia Pacific Initiative have generated export orders from the region.

	
	Export Orders
	% of API Participants

	Japan
	42
	60%

	Korea
	12
	52%

	Taiwan
	15
	65%

	Other Asia Pacific
	12
	67%

	Total
	86
	64%


Gross Export Orders

The business survey yielded 39 responses. Of those, 16 businesses were prepared/ able to provide an actual figure for export sales to the Asia Pacific region. The total estimate of export orders to the Asia-Pacific region by those 16 businesses – over the life of the API to date - was £10,657,000.

Additional Export Orders

It is not, however, appropriate to attribute this £10.7m figure entirely to the API. In order to calculate the additional impact associated with the API itself the businesses were asked to indicate the extent to which the initiative contributed to the total exports achieved.

Based on the business responses we estimate, at a minimum, that the API has helped to generate an additional £2,347,000 in export orders over the operating period to the present time.

Total Net Additional Export Orders

By examining the questionnaire responses of the other businesses (i.e. those who could not/ would not provide an export figure) alongside details of the type of support received and the type of business involved (sector, scale of operations etc.) we have been able to produce an estimate of the total net additional impact of the API on export orders.

The total number of businesses who have received assistance under the API, and have experienced an increase in export orders as a result is 51. Based on the level of intensity of support received and actual business responses to the survey questionnaire we would estimate that, of the 35 businesses who failed to provide an actual export figure, net additional export sales to date would be approximately £1.03m. It should be noted, however, that this figure is largely a “guesstimate” due to the high degree of uncertainty involved.

The grossing-up exercise has resulted in an estimate of total net additional export orders to date, arising to Tayside businesses, as a direct result of the API, at £3,377,000.

3.4.1.2

Export Orders Anticipated

In addition to the increased export sales to date the businesses were asked to estimate the likely impact of the initiative on their export sales over the next three years, based on the support they had already received. This specifically recognises that there is likely to be a lag in the type of support received (e.g. market research) and the generation of export orders.

The 20 relevant survey responses indicate that additional export orders resulting from the API over the next 3 years will be £7,899,500.

Grossing this figure up to take account of non-responses gives an estimate of £2,449,000 – giving total net additional export orders over the next three years of £10,348,000.

	
	Total Export Orders
	Net Additional Export Orders
	Total Additional Export Orders

	To Date


	£10.66m
	£2.35m
	£3.38m

	Next 3 Years


	£14.90m
	£7.90m
	£10.35m

	Total


	£25.56m
	£10.25
	£13.73m


The estimates of total additional export orders, associated with API assistance, indicate that the initiative will lead to increased exports to the region of £3.5m per year, or 3.3% of the 2000 SCDI figure of £106.1m exports to the Asia Pacific region.

3.4.2
Employment Effects

3.4.2.1

Actual Jobs Created/ Sustained

The table below illustrates that exports to the Asia-Pacific region have created 84 jobs in the Tayside economy to date, and that it is expected that another 42 jobs will be created over the next 3 years. The role of the API in job creation, as indicated in the business survey responses, shows that the initiative has helped to create 12.2 full-time equivalent posts to date, with a further 28.9 FTEs expected over the next 3 years. The role of the API in helping to sustain employment is also significant with business responses indicating that around 117 jobs are likely to be sustained over the next three years as a result of the assistance received under the API.

	
	Total Jobs Created
	Total Jobs Sustained
	Net Additional Jobs Created
	Net Additional Jobs Sustained

	To Date (1999-2002)


	84
	253
	12.2
	110

	Next 3 Years (2003-2005)
	42
	270
	28.9
	117.3

	Total


	126
	-
	41.1
	-


It should be noted that the table above provides estimated net additional employment based on the responses received. 

Following the grossing up procedure adopted for export calculations we would suggest that the total net additional employment created would be 44.9, and the total net additional jobs sustained would be 128.0.

If multiplier effects are taken into account, based on an assumed TYPE II Tayside employment multiplier of 1.2 the total direct, indirect and induced employment effect of the API would be on the Tayside economy would be:

Jobs created:

53.9

Jobs sustained:
153.6

3.4.3
Other API Benefits

It is important to note, however, that the API can generate business benefits not associated with the creation of export orders. 

3.4.3.1

Technology Transfer/ Contract Research

For some organisations the benefits of involvement with the API have not materialised in the form of export sales but in activities such as contract research and technology transfer.

3.4.2.2

Cost Savings

A number of businesses stated that the API actually helps them to decide that Asia-Pacific markets were not appropriate for their business at the time. This means that the API may have prevented businesses from incurring significant costs associated with Asia-Pacific market penetration, which would, ultimately, have failed.

3.4.2.3

Overseas Operations

Other businesses stated that the assistance received helped them in setting up operations in the Asia-Pacific region. This type of activity does not lead to increased export orders but can have a significant impact on safeguarding and, potentially, creating employment in Tayside.

3.4.2.4

Future Potential & Awareness of Asia Pacific Markets

31% of survey respondents indicated that the support received had significantly increased their interest in exporting to the Asia Pacific region.

34% stated that their awareness of export opportunities had been significantly increased.

17% indicated that the support received significantly assisted them in penetrating Asia Pacific markets

9% stated that the support received had a significant impact on their competitiveness in Asia Pacific markets, while 26% indicated that the support had made some contribution to enhanced performance

3.4.2.5

Enhanced Global Outlook

20% of respondents indicated that assistance in Asia Pacific markets had led to a significant increase in their awareness of potential export opportunities in other overseas markets. A further 51% indicated that the support had somewhat increased their awareness of other markets

6% of respondents indicated that the chance of them setting up a production facility overseas had been significantly enhanced as a result of the support received, while 17% stated that the chances were somewhat improved.

11% of business respondents indicated that they were significantly more likely to become involved in a joint venture/ alliance with an overseas partner, while 46% indicated that the chances were somewhat improved

3.4.2.6

Internal & External Relations

The results of the survey suggest that one benefit associated with assistance in exporting to the Asia Pacific market is an improved public image for the business. Of those that responded to the survey 63% cited this as a positive benefit.

49% of respondents indicated that there was an improved relationship with customers and/ or suppliers.

26% of businesses responding to the survey stated that the relationship with investors/ lenders had been enhanced

20% of respondents indicated that the assistance received helped with compliance with relevant regulations.

Internally, 23% stated that relationships between management and employees had improved.

3.5
Net Economic Benefits and Value Added

The results of the business survey indicate that the Asia Pacific Initiative has had a significant, positive, net additional economic impact in terms of both export orders and employment. The total net additional exports amount to an estimated £13.73m arising as a result of the activities undertaken over the period November 1999 to October 2002.

We have estimated that the total net additional FTE jobs created as a result of the API activities to date will be 41.1. 

The costs associated with the API over the same period have been estimated to include spend on business assistance, salary costs and expenses of the Asia Pacific Business Executive and other market assistance (e.g. exhibitions, trade missions etc.) The total project costs over the three years of operation are assumed to be £332,181.

Based on these cost and benefit estimates we can produce standard cost effectiveness indicators:

Cost per Job

The basic cost per job calculation gives a value of £8,082 (i.e. £332,181 / 41.1).

Cost: Benefit Ratio

The standard cost: benefit calculation gives a ratio of 41.3 (i.e. £13.73m / £332,181).

While both the cost per job and cost-benefit ratio appear highly impressive relative to standard benchmarks it must be remembered that the cost calculation does not include the financial assistance, staff costs or expenses associated with the other organisations involved locally (e.g. via the Export Partnership), nationally (e.g. Scottish Development International or at the UK level (e.g. DTI).

Despite this caveat, however, the indications from both the qualitative and quantitative evidence collected as part of this exercise are that the API has produced cost effective outcomes and can be described as providing value for money.

4
Conclusions & Recommendations

The API is consistent with both Scottish Executive and SE Tayside strategy on global connections and global growth. The API has achieved and exceeded its activity targets, and largely met the initial objectives set out for it. The initiative has made a significant, cost-effective, contribution to the Global Growth Strategy with evidence indicating sound value for money achievements. However, as with previous geographically focussed initiatives there are likely to be diminishing returns from continued activity in the key Asia Pacific markets targeted (Japan, Korea, Taiwan).

The majority of stakeholders/ partners are positive about the initiative – although there are some negative views on both strategic and operational aspects from national organisations. It is clear that, for the foreseeable future, local projects such as SE Tayside’s Asia Pacific Initiative would not be supported by SDI on the grounds that they would not fit with the new sector/ cluster focussed strategic approach

There are two key conclusions arising from the API evaluation study:

3) SE Tayside’s Asia Pacific Initiative no longer fits with the national approach to strategy implementation led by SDI and a similar, geographically-focussed, initiative in the future would receive little, if any, support from SDI.

4) The API has been broadly welcomed by local businesses, has promoted the strategic objectives of Global Connections and SE Tayside’s Global Growth Strategy and has demonstrated cost-effectiveness and fulfilled standard value for money criteria.

Based on these key conclusions the former would suggest dropping this type of activity while the latter would suggest adopting another geographically-focussed initiative. This therefore makes it difficult to make firm recommendations to SE Tayside as to the next steps. If, however, SE Tayside determines to adopt a further geographically-focussed initiative in the future we would recommend the following.

The recommendations outlined below reflect the results of the business surveys as well as consultations with key stakeholders at a local and national level. The recommendations relate to critical issues if SE Tayside is to develop a proactive “internationalisation” initiative.

5. Consultation

6. Recruitment

7. Target Zone

8. Clusters/ sectors

If SE Tayside wishes to pursue the proactive approach alongside other global growth activities the following points should be addressed:

4.1
Consultation

If SE Tayside wish to develop another geographically focussed internationalisation initiative, such as the API, they will face significant opposition from SDI. There would have to be an exceptional case made for any form of local (i.e. Tayside only) initiative, let alone one with a geographical focus.

If SE Tayside opts to develop a further initiative along the lines of the API this is likely to cause significant “friction” with SDI. There will have to be considerable consultation and negotiation in order to gain support.

Initial Consultations –

· with SDI to ensure strategic consistency and determine operational protocols, 

· with local businesses to ensure that the initiative is demand-driven, and 

· with local partners, via the Export Partnership, to co-ordinate local support mechanisms

On-going Engagement - 

· with key players (e.g. SDI, Tayside Export Partnership) to maintain relations and minimise potential overlap and duplication of effort

4.2
Recruitment

Key recruitment profile of “Area” Business Executive – the success of the API has been significantly enhanced by the qualities of the Business Executive involved. If SE Tayside decides to adopt a geographically-focussed initiative and to deliver services via the same approach as used in the API

4.3
Target Trade-Zone Selection

The selection process for the next geographical focus (if that option is favoured by SE Tayside) of global growth activities should be rigorous and based on the size of the market and the potential opportunities for Tayside businesses (as well as market failure, strategic consistency etc.). The results of the Tayside Database Partnership may be useful here in identifying market-driven demand.

4.4
Target Clusters/ Sectors

It is important to recognise where the value-added from geographically focussed global growth activities will be maximised. Internally SE Tayside should examine the relationship between Account Managers/ Cluster Executives and the “Area” Business Executive. It may be appropriate that any future Area (e.g. Asia Pacific, Middle East etc) Business Executive concentrate efforts in initiatives such as the Seed Potato Group and the Computer Games Group where there is likely to be greater value-added.

In summary, SE Tayside’s API has proved to be a success in terms of impact evaluation and value for money criteria. As the national level strategic focus has changed, however, the API has become somewhat isolated in its geographically-focussed approach. SE Tayside will have to produce some extremely convincing arguments in order to gain SDI support for any similar future initiatives.
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