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1. Introduction
1.1 Background

The Ettrick Riverside project involved the £6 million redevelopment of a former Victorian Mill to provide office space and meeting facilities.  Targets were set for the Ettrick Riverside project as part of the ERDF support that it received.  Two previous evaluations have been undertaken of the project in 2004 and in the latter part of 2005.  There is now a requirement to report against achievements to date. Development to date has included four floors – ground, first, second and third.  The original plan for the project included a fifth floor (Floor 4) which has not yet been developed. 
1.2 Objectives

A full evaluation is being considered for the project at a later date.  However, at this time the resources are not available for a full evaluation. Rather EKOS have been asked to undertake three days deskbased work to provide some estimates of the impact achieved.  This has been based upon:

· accessing data from the project manager on the level of gross outputs achieved by the project;

· reviewing the previous evaluations EKOS (2004) and Biggar Economics (2006) and applying the evaluation evidence from these (in relation to additionality, including deadweight, displacement, substitution, leakage and multipliers) to the current gross performance;

· applying ratios in relation to turnover and GVA (from these studies and other secondary sources) to provide appropriate estimates for these indicators; and

· comment on non-quantifiable benefits such as regeneration effects in the area surrounding Selkirk Riverside.

1.3 Method

The work comprised two stages:

· Stage 1: Review of the ERDF application(s) and previous evaluation studies, and accessing of gross monitoring data from the project manager; and

· Stage 2: Applying previous evaluation evidence and reporting on the estimated outputs (space developed, gross and net jobs, sales and GVA) from the project.

1.4 Structure

The remainder of this report is structured as follows:

· Chapter 2: details the gross impacts of the project to date;
· Chapter 3: details the net impacts in terms of employment and GVA; and
· Chapter 4: provides conclusions.

2. Gross Impacts of Ettrick Riverside

2.1 Introduction
This section compares the gross impacts to date of the Ettrick Riverside project against the targets set out in the ERDF funding applications.

2.2 Progress towards Targets

The initial targets for the Ettrick Riverside development, as set out in the original application for ERDF funding, are reported in Table 2.1.
	Table 2.1: Initial ERDF Targets

	Physical Outputs
	Total Forecast 2000-2008

	Land Provided (hectares)
	0.40

	Business Space Created (sq.m.)
	5,836

	Number of SMEs Assisted
	145

	Intermediate Results

	Gross New Jobs Created
	290

	Gross New Jobs - Women
	73

	Gross New Jobs in areas defined as most in need
	74

	Gross Sales Generated (£m)
	14.25

	Net Additional New Jobs Created
	213

	Net Additional GDP Created (£m)
	4.26


It must be taken into consideration that these targets were based on the assumption that all five floors of the building would be redeveloped.  Discussion with the project manager suggests that this is not likely to be the case.  The third floor redevelopment was completed in late 2007 and as a result, a substantial amount of this space is still unoccupied.  This, coupled with the current financial climate, is likely to deter further development of the building, at least in the short to medium term.  The project manager has estimated that the gross (as opposed to net lettable) area for the five floors is c7,200m2 of which 20% remains undeveloped (1,440m2). 
Further development is only likely to occur once clear demand for additional office accommodation has been identified.

Two additional applications for ERDF funding were submitted in later years to develop the second and third floors of the building.  Each application contained targets for their specific floor as shown in Tables 2.2 and 2.3.
	Table 2.2: Targets for Development of Second Floor

	Physical Outputs
	Total Forecast 2004-2008
(original application)
	Revised July 04

	Business Space Created (sq.m.)
	660
	996.8

	Intermediate Results

	Gross New Jobs Created 
	31.5
	26.2

	Gross New Jobs - Women
	20
	13

	Gross New Jobs - Disabled
	2
	0.6

	Gross Jobs Safeguarded
	17.2
	41.5

	Sq.m. of Business Space occupied after 18 months
	429.4
	903.6

	Sq.m. of Business Space occupied after 36 months  
	561.5
	919.9


	Table 2.3: Targets for Development of Third Floor

	Physical Outputs
	Initial Application 
	Revised Targets 

	Business Space Created (sq.m.)
	940
	917

	Intermediate Results

	Gross New Jobs Created
	41
	36

	Gross New Jobs - Women
	22
	8

	Sq.m of business space occupied after 18 months
	700
	550

	Sq.m of business space occupied after 36 months
	760
	733


2.2.1 Business Space Created

To date 3,483 sq m of net business space has been created, 60% of the initial target.  However, the fourth floor of the building formed part of the initial target but has not been developed to date. 

Regarding the targets for floors two and three it can be seen that the following has been achieved:

· Floor Two: 937 sq m developed compared with a target of 996.8, ; and

· Floor Three: 917 sq m as per the revised target.
Discussion with the project manager highlighted that separate targets for the ground and first floors were unavailable.

2.2.2 SMEs Assisted

There are currently 27 business tenants located within the Ettrick Riverside as at July 2008.  Analysis of previous monitoring data shows that a further 25 businesses have previously been located within the development since April 2004
.

Together these 52 businesses represent 36% of the initial target of 145 businesses to be assisted.
Business Gateway is also located in the building.  Whether any assists provided through Business Gateway can be counted against the target should be considered at the stage of the full evaluation.

2.2.3 Gross Jobs

Monitoring reports for July 2008 show that there are currently 152 FTEs
 within the development.  Of these, 68.5 are held by women.

Comparison with the gross jobs targets above, it can be seen that 52% of the total jobs target has been achieved so far and 94% of the target for female jobs.
However, this does not take account of businesses that were located within the building in the past.  As this study does not include a survey of previous tenants, it is not possible to tell what became of these companies and the associated jobs e.g. did the company move elsewhere in the Borders or outwith the area? Are they still in business?).  Without this data it is not possible to take account of the impact on previous tenants therefore the analysis is on the basis of current occupation of the building.

In terms of gross jobs per floor, this is reported in Table 2.4 as at July 2008.

	Table 2.4: Gross Jobs by Floor

	Floor
	Target
	Actual
	% Target Achieved

	Ground
	-
	11
	-

	First
	-
	46.5
	-

	Second
	48.7
	62
	127%

	Third
	41
	32.5
	79%

	Total
	290
	152
	52%


As the table shows, the target for gross jobs as a result of the second floor development has been exceeded by 27%.  The third floor development is also 79% towards achievement.  The third floor has only been operational since December 2007, and it will take time to fill this space.

The target of 290 is based on the development of all five floors, rather than the four that have actually been developed.

No information was available on the number of disabled employees and those from areas defined as most in need.  This data should therefore be captured at the full evaluation stage.
2.2.4 Gross Turnover

Without a survey of the businesses located within the development, levels of turnover must be estimated.  This has been done by using the Biggar Economics evaluation which estimated turnover per employee of £121,441. Inflating this forward to July 2008 prices increased the average turnover per employee to £135,456.
This figure can now be multiplied by the number of employees in the building to provide an estimate of total gross turnover.  However, one company (Lyle and Scott) is of a much larger scale than the others.  For this reason their turnover is dealt with separately.

Therefore, the total gross turnover of all businesses in the Ettrick Riverside (excluding Lyle and Scott) is £17,067,430.

Information from Lyle and Scott’s account manager suggests that the overall turnover of the company’s employees within Ettrick Riverside is £5,975,600
 therefore total gross turnover is estimated at £23,043,030.

Given that the target for gross sales was £14.25 million it can be seen that this target has been exceeded by 62%.
2.2.5 Space Occupied

A total of 3,248 sq m of lettable space has been developed.  Currently, 2,087 sq m of the building is in use, with a further 200 sq m of space under negotiation with prospective tenants.  Together this equates to 2,287 or 70.5% of all available lettable space.

This leaves 961 sq m of vacant space within the building.  The majority of this is located on the third floor 575 sq m; 60% of total vacant space.  As mentioned earlier, this is not surprising given that the third floor has only been operational since the end of 2007.
2.2.6 Potential Gross Jobs Accommodated
Overall, there are 152 gross jobs located within 2,087 sq m of space.  This equates to 1 job per 13.7 sq m.  By applying this same ratio to the entire building it can be estimated that if the entire 3,248 sq m of lettable space was filled, this would equate to 236 gross jobs.  In comparison with this potential capacity it can be seen that 60% of this target has been achieved, to date.

2.3 Summary

In comparison with targets set out in ERDF application the Ettrick Riverside development has achieved the following (Table 2.5)
	Table 2.5: Performance against Targets

	Physical Outputs
	Total Forecast 2000-2008
	Achieved
	% Achieved

	Overall Targets

	Land Provided (hectares)
	0.40
	0.40
	100%

	Business Space Created (sq.m.)
	5,836
	3,483
	60%

	Number of SMEs Assisted
	145
	52
	36%

	Intermediate Results

	Gross New Jobs Created
	290
	152
	52%

	Gross New Jobs - Women
	73
	68.5
	94%

	Gross New Jobs in areas defined as most in need
	74
	-
	-

	Gross Sales Generated (£m)
	14.25
	23.04
	162%

	Floor 2 Targets
	
	
	

	Business Space Created (sq.m.)
	996.8
	937
	94%

	Intermediate Results

	Gross New Jobs Created 
	26.2
	62
	237%

	Gross New Jobs - Women
	13
	33
	254%

	Gross New Jobs - Disabled
	0.6
	-
	-

	Sq.m. of Business Space occupied after 18 months
	903.6
	-
	-

	Sq.m. of Business Space occupied after 36 months  
	919.9
	-
	-

	Floor 3 Targets
	
	
	

	Business Space Created (sq.m.)
	917
	917
	100%

	Intermediate Results

	Gross New Jobs Created
	36
	32.5
	90%

	Gross New Jobs - Women
	8
	9.5
	119%

	Sq.m of business space occupied after 18 months
	550
	-
	-

	Sq.m of business space occupied after 36 months
	733
	-
	-


3. Economic Impact Analysis

The following section reports the net impacts of the Ettrick Riverside project.
3.1 Employment
3.1.1 Gross Jobs

Data from Scottish Enterprise provided information on the number of jobs accounted for by businesses located with the Ettrick Riverside development on a month by month basis.

The latest data (July 2008) shows that (not including Central Management) there are 27 businesses located with the building, accounting for 152 FTEs (including Central Management).  Of these, 83.5 FTEs were male jobs and the remaining 68.5 FTEs were female.
The project manager has highlighted that all of the jobs in Lyle and Scott were safeguarded (which is assessed later in this Section).  This therefore gives gross jobs of 116.

3.1.2 Deadweight
Deadweight is a measure of the extent to which the impacts from the development were dependent upon public sector support.  There are two levels of deadweight in this case – at the project level and the company level.
At the project level this had previously been estimated to be 0% i.e. the development would not have gone ahead without public sector support.  
At the company level this would ordinarily be assessed through the business survey process.  As a business survey was not undertaken as part of this study, additionality has been based on a previous EKOS study of the Ettrick Riverside from 2004
.  In this instance the average level of deadweight was 73%.

3.1.3 Substitution

Substitution effects arise where a company substitutes one activity for another to take advantage of public sector support.  Substitution effects are not considered to arise for this particular project as the businesses would require space elsewhere if they were not in the Ettrick Riverside and therefore cannot substitute this for some other activity.

3.1.4 Leakage

Leakage is the proportion of outputs/impacts that benefit those outwith the target group/area.  In this case it would be those employed at Ettrick Riverside but live outwith the South of Scotland.  We do not know the residency of the employees so for the purposes of the analysis have assumed that all employees live within the South of Scotland.

3.1.5 Displacement

Displacement is an assessment of the extent to which the intervention has taken market share or factors of production away from existing companies in the local and national economies.

The level of displacement used has also been taken from the 2004 EKOS survey.  This was:

· Local: 28%; and

· National: 45%.

Applying deadweight, displacement, substitution, leakage effects results in the net additional direct jobs of:

· Local: 23 FTEs; and

· National: 17 FTEs.

3.1.6 Multipliers

Multipliers must also be taken into consideration to reflect both the income effect and supplier effect of increased employment. The combined supplier and income multipliers applied are:
· Local: 1.32; and

· National: 1.69.

3.1.7 Net New Jobs Created
Applying the above multipliers leads to the following net additional employment:

· Local: 30 FTEs; and

· National: 29 FTEs.

3.1.8 Safeguarded Jobs
The amount of safeguarded jobs must also be taken into consideration.  Using the same percentage of safeguarded jobs from the 2004 EKOS study, results in 5.8 gross safeguarded jobs plus the 36 safeguarded in Lyle and Scott.  Applying the same levels of deadweight, displacement and multipliers as above results in the following net safeguarded jobs:

· Local: 36 FTEs; and

· National: 35 FTEs.

3.1.9 Total Net Jobs

Adding these safeguarded net jobs to the new net jobs created gives the following total net jobs:
· Local: 66 FTEs; and

· National: 64 FTEs.

3.2 GVA Contribution
The Scottish Annual Business Statistics provides an estimate of GVA per employee in each local authority in Scotland.  The figure for the Scottish Borders, inflated to 2008 prices is £29,417.
Applying this to the net jobs reported above results in a GVA contribution of:

· Local: £1,229,631; and

· National: £1,200,214.
3.3 Construction Employment and GVA

Information from the project manager detailed the construction costs of the development.  These totalled approximately £6million.
By applying the employment effect ratio for construction, set out in the Scottish Government Input-Output Tables we can calculate the number of FTEs supported by this expenditure.  This equates to 11.7 FTEs.
However, not all of these jobs will occur within the Scottish Borders.  As we do not know exactly where these jobs occurred we have applied Scottish Enterprise 
guidance of two thirds of the jobs being in the local economy.  Therefore the net impact of the construction is:

· Local: 7.8 FTEs; and

· National: 11.7 FTEs.

The Input-Output Tables can also be used to calculate the GVA effect of this construction.  Application of the GVA effect ratio for construction results gives a GVA contribution of £5.4 million.  Again, two thirds will be at a local level, resulting in GVA of:
· Local: £3,618,000; and

· National: £5,400,000.

3.4 Wider Impacts

Discussion with the project manager has also identified a number of other developments in the area that it is believed the Ettrick Riverside development has influenced.  These include:
· the former Ettrick Mill Engine House was sold to Allied Surveyors, who have subsequently refurbished it and turned it into their main office in the Borders.  The building is approximately 250 sq m in size;
· the former Ettrick Mill Weaving Shed was sold to Eildon Housing Association who are currently carrying out a refurbishment costing in excess of £2 million to convert it to their head office with a total space of approximately 1,450 sq m; and
· a local developer, JS Crawford Estates, has bought the neighbouring and semi-derelict Tweed Mill and has created approximately 2,700sq m of new and refurbished workspace for let.
It is the opinion of the project manager that it is highly unlikely any of these three projects would have gone ahead without the initial redevelopment of Ettrick Riverside by Scottish Enterprise.  This should be formally assessed as part of the full evaluation.
3.5 Summary of Net Impacts
In summary it can be seen that the Ettrick Riverside development has resulted in the following Net Impacts (Table 3.1)
	Table 3.1: Net Impacts Summary

	
	Local
	National

	Ettrick Riverside Net Jobs (FTE)
	66
	64

	Ettrick Riverside Net GVA (£m)
	1.23
	1.20

	Net Construction Jobs (FTE)
	7.8
	11.7

	Net Construction GVA (£m)
	3.62
	5.40

	Total Net Jobs (FTE)
	73.8
	75.7


The Ettrick Riverside Development identified two net targets as part of the ERDF funding applications.  These were:

· Net Additional Jobs: 213 FTEs; and

· Net Additional GVA: £4.26million.

With regard to the jobs target, the development currently accounts for 34% of this target.
Those occupying the building development account for 29% of GVA target.  However,there has been a further one off contribution of £3.63m as a result of the construction activity.

4. Summary Conclusions
Table 4.1 reports performance against the targets set out in ERDF applications relating to Ettrick Riverside.
	Table 4.1: Performance against Targets

	Physical Outputs
	Total Forecast 2000-2008
	Achieved
	% Achieved

	Overall Targets

	Land Provided (hectares)
	0.40
	0.40
	100%

	Business Space Created (sq.m.)
	5,836
	3,483
	60%

	Number of SMEs Assisted
	145
	52
	36%

	Intermediate Results

	Gross New Jobs Created
	290
	152
	52%

	Gross New Jobs - Women
	73
	68.5
	94%

	Gross New Jobs in areas defined as most in need
	74
	-
	-

	Gross Sales Generated (£m)
	14.25
	23.04
	162%

	Floor 2 Targets

	Business Space Created (sq.m.)
	997
	937
	94%

	Intermediate Results

	Gross New Jobs Created 
	26.2
	62
	237%

	Gross New Jobs - Women
	13
	33
	254%

	Gross New Jobs - Disabled
	0.6
	-
	-

	Sq.m. of Business Space occupied after 18 months
	903.6
	
	

	Sq.m. of Business Space occupied after 36 months  
	919.9
	
	

	Floor 3 Targets

	Business Space Created (sq.m.)
	917
	917
	100%

	Intermediate Results

	Gross New Jobs Created
	36
	32.5
	90%

	Gross New Jobs - Women
	8
	9.5
	119%

	Sq.m of business space occupied after 18 months
	550
	-
	-

	Sq.m of business space occupied after 36 months
	733
	-
	-

	Net Impacts

	Total Net Jobs (FTE)
	213
	74
	35

	Total Net GVA (£m)
	4.26
	1.23
	29

	Net Construction GVA
	-
	3.62
	-


Based on current occupancy and uptake, it was calculated that at full capacity the building could accommodate 236 gross jobs
.  If the ratio of net to gross jobs targets are maintained this would suggest a net jobs target of 173 so the current job levels would be 43% of target.
Also as mentioned earlier in Section 2.2.3 the assessment of net jobs does not take account of past tenants.  They may have potentially benefited from being located in the building for a period of time.  As a business survey was not conducted we do not have sufficient information to include an assessment of this at this time.  This element should be included at the time of the full evaluation.
The project is also considered to have acted as an impetus for other developments in the local area.
Appendix 1 Additionality Calculator
New Jobs Created
	Additionality Calculator A (for sample survey data) Version: AMcP/SEL/Jun07/5.1

	 
	Enter Project Name
	Ettrick Riverside
	 Project Reference
	 

	Additionality Calculation
	 
	 
	Area of Benefit
	 
	 

	 
	Intervention Option
	 
	 
	Local
	 
	Scotland
	 
	 

	 
	Gross Impact
	GI
	Enter gross impacts e.g. 25 (jobs); £1m (turnover)
	116
	 
	116
	 
	Enter Explanation

	 
	Leakage
	L
	Enter levels of leakage e.g. 25%
	0%
	 
	0%
	 
	 

	 
	Displacement
	Dp
	Enter levels of displacement e.g. 10%
	28%
	 
	45%
	 
	 

	 
	Substitution
	S
	Enter level of substitution e.g. 15%
	0%
	 
	0%
	 
	 

	 
	Multiplier
	M
	Enter multipliers e.g 1.32, 1.64
	1.32
	 
	1.69
	 
	 

	 
	Reference Case
	 
	 
	 
	 
	 
	 
	 

	 
	Deadweight
	 
	Enter level of deadweight e.g. 35%
	73%
	 
	73%
	 
	 

	 
	Leakage
	L*
	Enter Different Reference Case Values if Required
	0%
	 
	0%
	 
	 

	 
	Displacement
	Dp*
	
	28%
	 
	45%
	 
	 

	 
	Substitution
	S*
	
	0%
	 
	0%
	 
	 

	 
	Multiplier
	M*
	
	1.32
	 
	1.69
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Sampling Error
	 
	Enter margin of error from sample survey e.g. 5%
	 
	 
	 
	 
	 

	 
	Additionality
	AI
	 
	 
	 
	 
	 
	 

	 
	Lower Limit of Range
	 
	(e.g. jobs or turnover)
	30
	 
	29
	 
	 

	 
	Upper Limit of Range
	 
	
	30
	 
	29
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


Jobs Safeguarded
	Additionality Calculator A (for sample survey data) Version: AMcP/SEL/Jun07/5.1

	 
	Enter Project Name
	Ettrick Riverside
	 Project Reference
	 

	Additionality Calculation
	 
	 
	Area of Benefit
	 
	 

	 
	Intervention Option
	 
	 
	Local
	 
	Scotland
	 
	 

	 
	Gross Impact
	GI
	Enter gross impacts e.g. 25 (jobs); £1m (turnover)
	42
	 
	42
	 
	Enter Explanation

	 
	Leakage
	L
	Enter levels of leakage e.g. 25%
	0%
	 
	0%
	 
	 

	 
	Displacement
	Dp
	Enter levels of displacement e.g. 10%
	28%
	 
	45%
	 
	 

	 
	Substitution
	S
	Enter level of substitution e.g. 15%
	0%
	 
	0%
	 
	 

	 
	Multiplier
	M
	Enter multipliers e.g 1.32, 1.64
	1.32
	 
	1.69
	 
	 

	 
	Reference Case
	 
	 
	 
	 
	 
	 
	 

	 
	Deadweight
	 
	Enter level of deadweight e.g. 35%
	10%
	 
	10%
	 
	 

	 
	Leakage
	L*
	Enter Different Reference Case Values if Required
	0%
	 
	0%
	 
	 

	 
	Displacement
	Dp*
	
	28%
	 
	45%
	 
	 

	 
	Substitution
	S*
	
	0%
	 
	0%
	 
	 

	 
	Multiplier
	M*
	
	1.32
	 
	1.69
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Sampling Error
	 
	Enter margin of error from sample survey e.g. 5%
	 
	 
	 
	 
	 

	 
	Additionality
	AI
	 
	 
	 
	 
	 
	 

	 
	Lower Limit of Range
	 
	(e.g. jobs or turnover)
	36
	 
	35
	 
	 

	 
	Upper Limit of Range
	 
	
	36
	 
	35
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


� Although the project was ongoing prior to April 2004, monitoring data was not available.


� A job that is for 35 hours or more per week and expected to last for at least 10 years


� Based on a prorata allocation of turnover to the number of jobs located within Ettrick Riverside.


� A more recent evaluation was undertaken by Biggar Economics in 2006 but it quotes two different sets of net additional impacts and it is not clear which are the most appropriate.  Therefore, we have used the information contained within the earlier EKOS study.


� Based on multipliers from EKOS study in 2004


� SE Project Development Guidance


� Based on each job taking up 13.7 sqm of office space.
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