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1 Introduction and Aims

1.1 The Background
1.1.1 In September 2004, following a competitive tendering process, Scottish Enterprise appointed PACEC to carry out an evaluation of Investment Readiness Support (IRS).  The broad study aims were to evaluate the effectiveness and efficiency of the delivery model for IRS and the initial and potential impact of the scheme.  IRS was set up in April 2003, which meant that, because it had run for a relatively short period, only an initial review of it could be carried out.  A full evaluation of the impacts and the operating model could only take place at a future date once potential outcomes had been given time to feed through.  However, the initial review was intended to provide insights into the policy issues for IRS and thinking on its future operation.

1.1.2 The evaluation was to examine the rationale for IRS and address some specific issues as follows:

a The Operation of IRS

· The number of IRS projects and support

· The delivery by LECs

· The selection of consultants to support firms
· The relationship of IRS to other support available

· The development of monitoring information on take-up etc.

b Aims and Reasons for Take-up

· How firms discovered IRS and their aims
· Awareness of other services, sources of finance
· Attempted take up of other sources
· How firms identified consultants

· Why firms were not investment ready and barriers to funding they faced
c Intermediate Impacts

· Whether expectations of firms aims were met

· Changes in attitudes, and awareness of issues to raising finance (including equity finance)
· Changes in the behaviour and practices of firms for raising finance, eg the development of proposals and skills to present these to funders
· Sources of increased investment in firms (eg internal, grants, loans, equity)

· Referrals to, and links with, other support services

d Business Performance Impacts

· Success in achieving additional investment by firms

· New products, services, and processes developed
· Increased size of markets, sales, and employment

· Profitability and business assets

e Improvements to IRS

· Views of firms, consultants, LECs, on the IRS model and improvements

· Potential expansion of the scheme

1.1.3 A key issue is added value and the additionality of IRS in terms of the benefits to firms and the Scottish economy and whether the firms supported could have received similar support from other sources.
1.2 The Investment Readiness Scheme

1.2.1 In terms of both the Scottish Enterprise Network Strategy and under the Growing Business priority of a Smart, Successful Scotland, enhanced knowledge of and increased access to finance will contribute positively to ‘greater entrepreneurial dynamism and creativity and consequently, the creation and development of potential new high growth ventures.

1.2.2 Finance plays a central role in the economic development process and the availability of finance for businesses and entrepreneurs will be vital in order to advance potentially viable business propositions.

1.2.3 The Investment Readiness Support (IRS) scheme was launched in April 2003.  It has the objective of improving the ability of client companies to secure investment finance.  The programme budget is £4.5 million over three years and provides support to participating firms of up to £10,000 on a 1:1 leverage basis.  This support can be used to purchase expert advice in areas such as securing intellectual property – crucial to the successful pursuit of investment finance.   Many of the firms were in business services, computing and R&D or in the engineering sectors and most had fewer than twenty employees.
1.2.4 The rationale for IRS was that there is evidence that many businesses with growth potential are prevented from raising the finance they need because they are not in a position to put a coherent investment proposition to potential funders, ie they are not ‘investment ready’.  This can be taken to mean that they do not know what financing options are available; they do not understand the expectations and requirements of investors and are unable to present their business proposals as attractive investment opportunities.  This was within a context where there was perceived to be an adequate supply of finance for firms subject to their attractiveness to investors.  However, the demand and supply were not meeting and IRS could help to address this.
1.2.5 Investment Readiness Support aims to address the following three distinct dimensions:

· Investability – proposals are often not sufficiently developed to be attractive to investors

· Presentation – entrepreneurs are often unable to ‘sell’ their business proposal to investors

· Equity aversion – entrepreneurs are often reluctant to dilute ownership and control of their business, and are unaware of the potential benefits to be gained from involving equity partners

1.2.6 Applicant businesses are considered eligible for IRS if they are:

· A business currently (or about to be) set up, established and registered in Scotland
· An SME in qualifying sectors as defined by EC Regulations

· Seeking advice on securing finance for growth

· Demonstrating ambition and potential for growth, in terms of new products, markets or increasing employment
1.2.7 In addition, firms will need to demonstrate that they had a reasonable prospect of securing the ownership of any IPR, or possess the appropriate licenses to products and to pay their share of fees.

1.2.8 IRS is delivered by the Local Enterprise Companies (LECs) and is coordinated with other business services including other types of investment support available from Scottish Enterprise such as the Business Growth Fund.

1.2.9 At the time of the evaluation some 192 firms have participated in IRS and received grants from the LECs.  Chapter 3 in the report sets out the information on take-up.

1.3 The Evaluation Methodology

1.3.1 To evaluate IRS, and address the aims of the study, there has been an integrated research programme with each element of the research focused on the issues and themes.  The main tasks have been:

a An inception meeting.  This was aimed at clarifying the issues and outputs required, identifying background reports, contacts at the LECs and in the financial sector (eg Venture Capital firms and network members), and access to the management information ie Scottish Enterprise management information.

b Management Information.  A common format was designed to house the monitoring information in returns made by the LECs to Scottish Enterprise.  To complete the information an email survey was carried out with the LECs for information on financial years 2003/04 and 2004/05.  This included liaison by telephone to fill in any gaps.

c Interviews with the Finance Community.  These provided a context for the operation of IRS and its rationale including the barriers facing firms when seeking finance.  Views on the IRS scheme and its appropriateness were also explored.

d Interviews with LEC Managers.  Group discussions and individual meetings were held with managers responsible for IRS delivery to assess the operational issues, ie how IRS was promoted, firms selected, and whether they were account managed, possible alternatives to IRS for firms, how advisors were selected, the impacts and benefits for firms and possible improvements to IRS.
The information helped determine whether LECs were ‘proactive’ providing a large number of smaller grants or ‘selective’ and providing fewer and larger grants to firms.

e A survey of IRS Firms.  All 192 firms on the LEC databases were contacted as part of the survey.  After allowing for incorrect numbers and drop out from the scheme 154 remained, resulting in almost 92 successful interviews.  The interviews were conducted by telephone using a structured questionnaire.  It dealt with the aims of firms, alternative support sought, the impact of IRS on firms and their ability to move on and obtain finance, the added value / additionality of IRS and potential improvements to it.  Appendix A shows the full scope of the questionnaire.

f In-Depth Interviews with Firms.  To provide further insights into the reasons why the IRS support had been successful, or not, in-depth interviews were held with ten firms.  

g Mentors and Experts.  Interviews were held with some twenty mentors and advisors with contact details provided by the firms or the LECs.  The interviews focused mainly on the delivery and operational issues and alternative support for firms, as well as induced improvement in terms of the skills and capabilities of mentors.

1.3.2 The research provided both quantitative and qualitative information on which to assess the effectiveness of IRS in terms of the rationale for the scheme and the operating model.

1.4 The Structure of the Report

1.4.1 The following chapters address the main themes of the evaluation.  Chapter 2 presents the analysis of the IRS programme management information on the nature of grants, distribution by LEC, and amount of grant for the financial year 2003-04.  Chapter 3 reports on the interviews with the LEC managers and the financial community.  Chapter 4 reports on the impact on firms, the benefits they derived, the progression from IRS and ‘investment readiness’ and added value.  Chapter 5 reports on the results of the in-depth interviews with firms.  Chapter 6 sets out the results of the interviews with consultants and advisors to firms.  The final chapter summarises the results, examines the evidence against the evaluation issues, and outlines some of the policy implications.
1.4.2 The scope of the questionnaires and interviews is outlined in Appendix A.  Appendix B contains an update of the IRS programme management information for the financial year 2004-05.
2 The IRS Programme Management Information
2.1 Introduction

2.1.1 This chapter analyses the management information collected from the IRS delivery agents: that is, the LECs, and the LINC and HGSU programmes.  The statistics presented in this chapter refer to grants approved in the financial year 2003-04; Appendix B to this report contains an update on key statistics for the financial year 2004-05.
2.1.2 The key pieces of information which the providers were asked to give were as follows:

· LEC area where funding took place

· Date of approval of grant

· Date of completion of grant

· Amount of committed funding (i.e. funds approved but not necessarily paid)

· Amount of completed funding

· Whether further funds have been secured as a result of the IRS grant

· Amount of further funding secured:

· Debt

· Equity

· Grant

· Total

· Management of the grant (account managed, client managed, etc)

· The stage of growth of the firm.

2.2 Profile of support

2.2.1 Table 2.1 below outlines the number of grants each delivery agent provided in the first financial year of IRS support (i.e. before the 1st of April 2004).  There were 177 grants and total committed funding of £578,384.  SE Glasgow and SE Lanarkshire provided more than half of the total number of grants between them; however, since these grants were of rather smaller average size than the rest of the delivery agents, their share of the total committed IRS funding is less significant.

Table 2.1 Grants approved in 1st year and not decommitted, by delivery agent

	Delivery Agent
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	HGSU
	9
	-
	£48,944
	£5,438
	-

	LINC
	5
	4
	£24,460
	£4,892
	£18,433

	SE Grampian
	8
	5
	£55,550
	£6,944
	£34,850

	SEA
	6
	6
	£25,600
	£4,267
	£25,600

	SEB
	1
	1
	£2,400
	£2,400
	£2,400

	SED
	10
	9
	£34,591
	£3,459
	£34,416

	SEDG
	0
	0
	£0
	-
	£0

	SEF
	9
	9
	£37,400
	£4,156
	£37,400

	SEFV
	6
	6
	£25,533
	£4,256
	£25,533

	SEG
	43
	42
	£74,996
	£1,744
	£71,471

	SEL
	60
	41
	£121,360
	£2,023
	£95,860

	SER
	9
	6
	£50,050
	£5,561
	£25,050

	SET
	2
	2
	£10,000
	£5,000
	£10,000

	SEEL
	9
	8
	£67,500
	£7,500
	£57,500

	Grand Total
	177
	139
	£578,384
	£3,638
	£438,513


Note: HGSU did not give dates of approval or completion.  Since HGSU has been discontinued, It has been assumed that all HGSU grants were approved in the first year.  No assumption has been made about completion.

Source: LECS, PACEC

2.2.2 The geographical picture is completed by assigning the HGSU and LINC projects to the geographical region in which funding took place.  Several large grants were delivered in the Edinburgh and Lothian LEC area by the HGSU programme, elevating it to second place in the table of IRS funding by LEC area.

Table 2.2 Grants approved in 1st year and not decommitted, by LEC area
	LEC Area
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	Ayrshire
	7
	6
	£33,600
	£4,800
	£25,600

	Borders
	1
	1
	£2,400
	£2,400
	£2,400

	Dunbartonshire
	12
	11
	£38,024
	£3,169
	£37,849

	Edinburgh & Lothian
	15
	10
	£103,416
	£6,894
	£72,500

	Fife
	9
	9
	£37,400
	£4,156
	£37,400

	Forth Valley
	6
	6
	£25,533
	£4,256
	£25,533

	Glasgow
	45
	42
	£81,023
	£1,801
	£71,471

	Grampian
	9
	5
	£65,550
	£7,283
	£34,850

	Lanarkshire
	60
	41
	£121,360
	£2,890
	£95,860

	Renfrew
	10
	6
	£58,078
	£5,808
	£25,050

	Tayside
	2
	2
	£10,000
	£5,000
	£10,000

	Unknown
	1
	0
	£2,000
	£2,000
	£0

	Grand Total
	177
	139
	£578,384
	£3,638
	£438,513


Source: LECS, PACEC

2.2.3 The breakdown of sizes of IRS grants is shown below in Table 2.3.  There are two major groups of grants; most are smaller than £5,000 in size, but there is also a significant proportion of grants that are close to the maximum of £10,000, with few in-between these groups.  The median grant size is £2,350.
Table 2.3 Grants approved in 1st year and not decommitted, by size
	Amount of IR grant banded
	Number
	Committed funds

	£1 - £2,000
	72
	£89,319

	£2,001 - £5,000
	48
	£163,594

	£5,001 - £8,000
	12
	£82,577

	Over £8,000
	43
	£242,894

	Grand Total
	177
	£578,384


Source: LECS, PACEC
2.2.4 The amount of external funding secured by IRS-supported firms is shown in Table 2.4 below.  The majority of funding originated from Lanarkshire, Glasgow, and Edinburgh and Lothian, with Edinburgh and Lothian delivering the highest return per grant.

Table 2.4 Funding resulting from IRS grants approved in the 1st year, where LECs answered “Yes” to the question “Funds secured Yes/No”:

	Delivery Agent
	Debt /£k
	Equity /£k
	Grant /£k
	Total funds per grant
	Number of grants
	Total funds

	HGSU
	300
	330
	0
	£210k
	3
	£630k

	LINC
	100
	950
	350
	£700k
	2
	£1,400k

	SE Grampian
	490
	1,134
	0
	£406k
	4
	£1,624k

	SEA
	134
	140
	175
	£150k
	3
	£449k

	SED
	355
	945
	295
	£319k
	5
	£1,595k

	SEEL
	10,100
	1,443
	90
	£2,327k
	5
	£11,633k

	SEF
	1,371
	512
	290
	£310k
	7
	£2,173k

	SEFV
	895
	1,430
	210
	£634k
	4
	£2,535k

	SEG
	7,388
	5,578
	1,261
	£749k
	19
	£14,227k

	SEL
	11,426
	8,495
	1,120
	£679k
	31
	£21,041k

	SER
	20
	500
	4
	£262k
	2
	£524k

	SET
	22
	7
	0
	£29k
	1
	£29k

	Grand Total
	32,601
	21,464
	3,795
	£673k
	86
	£57,860


Note:
Source: 
LECS, PACEC

2.2.5 Since the LEC areas are inherently of different sizes and populations, Table 2.5 gives context to the management information by comparing the shares of grants and funding across the LEC areas with the share of the number of workplaces and employees in each area.  Lanarkshire gains more funding than might be expected from its population of firms, whereas Tayside benefits less than might be expected.
Table 2.5 Geographical summary
	
	IRS Grants
	IRS funding
	Workplaces (2002, 000s)
	Employees (2002, 000s)
	Subsequent funds raised

	Ayrshire
	7 (4%)
	£33.6k (6%)
	10.0 (7%)
	121.9 (6%)
	£649k (1%)

	Borders
	1 (1%)
	£2.4k (0%)
	4.6 (3%)
	39.9 (2%)
	£0k (0%)

	Dumfries and Galloway
	0 (0%)
	£0.0k (0%)
	5.2 (4%)
	52.8 (3%)
	£0k (0%)

	Dunbartonshire
	12 (7%)
	£38.0k (7%)
	5.4 (4%)
	67.3 (3%)
	£1,595k (3%)

	Edinburgh & Lothian
	15 (8%)
	£103.4k (18%)
	26.7 (18%)
	425.7 (20%)
	£13,033k (23%)

	Fife
	9 (5%)
	£37.4k (6%)
	9.4 (6%)
	133.5 (6%)
	£2,173k (4%)

	Forth Valley
	6 (3%)
	£25.5k (4%)
	8.2 (6%)
	112.3 (5%)
	£2,535k (4%)

	Glasgow
	45 (25%)
	£81.0k (14%)
	20.2 (14%)
	384.9 (18%)
	£14,457k (25%)

	Grampian
	9 (5%)
	£65.6k (11%)
	18.6 (13%)
	234.7 (11%)
	£1,824k (3%)

	Lanarkshire
	60 (34%)
	£121.4k (21%)
	16.9 (12%)
	225.2 (11%)
	£21,041k (36%)

	Renfrew
	10 (6%)
	£58.1k (10%)
	9.0 (6%)
	123.8 (6%)
	£524k (1%)

	Tayside
	2 (1%)
	£10.0k (2%)
	12.7 (9%)
	161.5 (8%)
	£29k (0%)

	Grand Total
	177 (100%)
	£578.4k (100%)
	146.8 (100%)
	2083.4 (100%)
	£57,860k (100%)


Source:
LECs, ONS (Annual Business Inquiry), PACEC

2.3 Profile of clients

2.3.1 The majority of IRS clients were pre-existing Scottish Enterprise clients as part of the network.  As shown in Table 2.7, at least 60 recipients are, or were, account managed companies.  They have received just over 50% of IRS funding.  A further 36 are client managed companies with others coming in via participation in either the National or LEC high growth new start-programmes.  Using the companies obtaining IRS via the Business Gateway as a proxy, less than 20% of clients were not pre-existing Scottish Enterprise clients.  On average, these obtained substantially smaller amounts of money than account managed companies.

Table 2.6 Management of grants approved in the 1st year
	Management
	Number
	Committed IRS funds

	Account managed
	58
	£246,086

	Account Managed: Exit
	2
	£8,333

	Client managed
	36
	£127,838

	Other
	7
	£23,566

	Other – BG
	3
	£16,500

	Other – Gateway
	25
	£43,095

	Other – HGSU
	8
	£26,000


Source: LECS, PACEC
2.3.2 Fully half of IRS-supported companies were described as “start-ups” by their business advisors.  The start-ups did not perform significantly differently to the rest of the firms receiving IRS support; the average IRS grant was slightly higher for start-ups, the average additionality very slightly lower, and the amount of external funding achieved slightly higher than the average.

Table 2.7 Stage of growth of businesses aided in the 1st year
	Stage corrected
	Total
	Average IRS grant
	Average additionality
	Average external funding

	Start-up
	77
	£3,974
	35
	£897k

	Established
	24
	£2,667
	43
	£1,032k

	Early Stage Expansion
	20
	£4,879
	35
	£433k

	Expansion
	11
	£2,580
	30
	£275k

	Development
	4
	£4,328
	50
	£1,495k

	Rescue/Relaunch
	5
	£5,587
	19
	£763k

	Acquisition
	2
	£6,042
	63
	£1,425k

	MBO
	3
	£2,559
	17
	£565k

	Turnaround
	3
	£1,768
	17
	£187k

	Relocation
	2
	£1,375
	50
	£1,700k

	Emerging
	1
	£970
	50
	£145k

	Other – Phoenix
	1
	£1,200
	0
	£195k

	Other - Re-finance
	1
	£3,000
	25
	£130k

	Grand Total
	154
	£3,728
	35
	£800k


Source: 
LECS, PACEC

2.4 Summary

Panel 2.1 Summary of management information
● 177 grants approved in first year, of which 139 have now completed; total committed funding of £578,384 (average £3,638 per grant)

● First year grants were concentrated in Lanarkshire (60) and Glasgow (45)

● £57.9 million in funding resulted from IRS grants approved in first year; mostly in Lanarkshire, Glasgow, and Edinburgh and Lothian

● The majority of IRS clients were pre-existing Scottish Enterprise clients as part of the network, with some 60 account managed
● Half of grants given to start-ups
3 The Policy Context and the LECS
3.1.1 The following comments are based on interviews with the LEC programme managers, other IRS delivery agents (LINC, High Growth New Start Programmes) and potential investors (e.g. Business Growth Fund, the angel syndicates).

3.2 Additional Services
3.2.1 An initial question was whether IRS has enabled the introduction of additional services for the LECs.  For some LECs, in the view of the programme managers, IRS has not lead to new or additional services.  Through account management and the high growth new start programme, IRS type services were already being provided.  To a considerable extent, the use of existing discretionary business development funding is seen as preferable to use of IRS.  The availability of IRS has ‘freed up’ money which has been allocated to other business development activities and hence increased the capacity of LECs.
3.2.2 There are two exceptions to this conclusion:

· In areas with limited discretionary funding relative to demand (e.g. SEEL, SE Grampian), IRS has enabled additional support.

· Some large projects (e.g. using, say, £10k of IRS money) would not have been possible in a few LECs because of the policies in place relating to the use of discretionary funding.  

3.2.3 In the future IRS may increase the capacity of LECs because of changes in the level and use of discretionary funding.  For example, use of IRS is likely to increase as the availability of discretionary funding is reduced in LEC high growth new start programmes.

3.3 Equity Versus Client Need

3.3.1 Within Scottish Enterprise, there is considerable variation in the extent to which IRS is used explicitly to ‘sell’ or promote private sector equity.

· Some LECs (and LINC) limit its use to preparation for raising private sector equity (and in some cases substantial amounts of equity).  In most (but not all), with this focus there has been little ‘take up’ of IRS.

· Others use IRS to help clients raise the most appropriate financial package which generally includes loan/debt (especially the LGS), personal and very informal equity, public sector equity (e.g. BGF has been a major source) and grants.

3.3.2 The reality is that private sector (VC, angel) equity is simply not available to many SE clients (even after IRS and where the client sets out to obtain such equity).  Very little VC/angel equity has been raised or seems likely to be raised. 

3.3.3 There are two very different models and philosophies underpinning the use of IRS.  One sees itself as a means of promoting the use of equity.  The second is about business development ‘in the round’ with raising equity being little more than a by-product (as and when necessary).  Greater clarity on the intended purpose of IRS is probably needed.

3.3.4 In some of the LECs (including those making most use of IRS), business development staff do not see ‘selling’ the equity concept as the best way of meeting client needs.  Even if available, it is not always the most appropriate way of financing the business.  They have a longer term business development and educational perspective.  While not explicitly focusing on equity, clients learn about business finance (including the role of equity) and may need, and be able to raise, equity in subsequent funding rounds.  For many SE clients, private sector equity is premature (e.g. many of the start-up companies) or not appropriate (e.g. many account managed companies).

3.4 Take Up and Variations Across the Network

3.4.1 There is wide variation in the use of IRS between LECs.  In part, this reflects ‘demand’ (i.e. the nature of each LECs’ corporate and entrepreneurial profile).  For example, demand enables high usage in SEEL and SE Grampian.  However, other factors come into play:

· Take up is higher in LECs which retain a ‘corporate finance’ expertise and focus on finance as a key business development issue (e.g. those LECs which make use of SE’s investment powers).  This expertise may help to stimulate take-up of IRS.  In contrast, it is low in LECs which exited (or never developed) the investment role and/or accepted the ‘conventional wisdom’ that finance is not a big issue.

· Linked to the previous point, it is higher in LECs which adopted a ‘proactive’ delivery model.  Under this model, the budget is held and used by individuals actively involved with assisting clients raise finance.  It is lower in LECs with an ‘administrative’ model.  The individual holding the budget simply ‘approves applications’ from other business development staff (e.g. Account Managers, High Growth New Start Programmes) who do the work with clients.

· Use tends to be low in LECs with higher levels and a more flexible approach to discretionary business development funding.  In some cases, IRS is used only as a last resort (e.g. towards the end of the year when discretionary funding has run out).  Others use it because they want to meet their IRS ‘targets’.

· The nature of the LECs’ existing client-base (especially its account managed companies) affects take up.  While we have no detailed data, it appears equity is not relevant or required by account managed companies in many LECs (i.e. they are larger, established businesses or even inward investors).  This affects usage of IRS because access to IRS by businesses is limited (see below).

3.4.2 As yet, IRS has not substantially improved the ‘corporate finance’ capacity of those LECs which most need it.  This goes beyond a recognition of the issues or individual skills.  Much of it is concerned with the lack of LEC contacts and participation in appropriate (financial) networks.

3.5 Client Access to IRS

3.5.1 To avoid the programme becoming consultant-driven (and/or large numbers of inappropriate businesses ‘applying for a grant’), IRS has not been promoted outwith the SE Network.  IRS administrators have ‘marketed’ it to internal staff (especially to those who account manager firms and those involved in high growth new start programmes).  In some cases, it has been marketed via partner agencies.

3.5.2 The Network uses IRS as one element in a wider business support package.  As such, it is essentially mainly used for the Network’s existing client base. Only a few new clients and IRS users appear to have come into the system via the Gateway.

3.5.3 Consequently, IRS has usually been accessible only to a limited range of companies (i.e. SE’s existing client base).  Indeed, with increasing concentration on account managed companies, it is possible access to IRS (and other substantive forms of business support) could become even more restricted.

3.5.4 This model could be appropriate if all potentially high growth new starts and SMEs which could benefit from equity and in-depth business support currently utilise SE services.  However, it could be seen as more problematic if many such companies are outwith the SE system.  It may also be the case that IRS is doing little to support the clients of private sector business development companies. 

3.5.5 There is no data available on the extent of SE’s market penetration (or that of IRS).  Appropriate research is required.  However:

· The business angel networks believe (but do not know) that many potential clients approach them without utilising SE services.

· Some of the LEC managers believe there are more potential clients ‘out there’ but which have not being ‘attracted in’.

· Many potentially high growth new starts (which might benefit from equity funding) may be outwith the system because of the focus on technology start-ups.

3.5.6 The issue of penetration is critical, which is outwith the scope of this study to address fully. 

3.6 Funders’ Views

3.6.1 Reflecting the use of IRS within the ‘SE support system’, it appears that the Business Growth Fund is an important supplier of equity to IRS users.  BGF believes IRS has improved the quality of proposals it receives (which most come in via the SE system).

3.6.2 Private sector equity providers believe IRS is a good idea.  However, they cannot say how many clients have used it or whether it has affected the number or quality of proposals.  They do not know.  (They do not ask etc.)  While numbers are recovering from the recent trough, they cannot say whether IRS has had any influence on this.

3.6.3 However, each VC or angel syndicate invests in only a few projects selected from a large number.  It is accepted that many of the projects rejected may be investor ready.  Many other factors come into play e.g. sector, investments needed to achieve an appropriate portfolio, geographic area, availability of finance, state of current investments etc. etc.  In other words, the ‘quality’ of proposal is only one of many factors which determines whether a particular VC or angel syndicate decides to invest in a specific proposal.  Consequently, IRS cannot be expected to have a major impact without an increase in the number and range of potential sources.

3.6.4 The view from the SE Network is that VC/angel investment is a scarce commodity in the start-up market.  Investor Readiness only has a minimal impact on availability.  Consequently, it is likely that targeting IRS at this source will achieve little. 

3.7 The Investor Ready Problem

3.7.1 All those interviewed accept Investor Readiness is an important issue.  With the exception of two or three, LEC/SE business development staff do not believe the IRS programme is the way to address or overcome the problem although it may alleviate it.  There are some issues which affect its use.  One issue is to do with scale and the size of grant.  For the amount of money involved, it can be seen as an unnecessary and a non-cost effective administrative burden (with for many, the money adding little to what they can, and do, deliver).  Some also see it as running counter to the provision of a wider business development service designed to be flexible in order to meet client needs (i.e. it is a programme meant for specific purposes and target driven).

3.8 Summary 

Panel 3.1 Summary of key results
● For some LECs, in the view of managers, IRS had not led to additional services for firms: as part of account management and the high-growth new start programme there were similar services.

● However, with IRS in place the capacity of LECs had increased and IRS enabled additional support to be given where there were limited discretionary funds or IRS could provide a larger grant than other policies would allow.

● There is variation between LECs on whether IRS promotes private sector equity.  One model used by LECs sees IRS as a means of promoting it.  The other sees equity as part of business development in the round designed to meet client needs.

● Take up is higher in LECs which retain a corporate finance expertise and focus on finance and / or where LECs adopt a pro-active delivery model.  It is lower where LECs have a more flexible approach to support or they appear to account manage the larger and / or established firms.

● IRS, to prevent it from becoming consultant driven, has not been promoted outside the SE network and is “marketed” to internal staff who account manage firms.

● IRS is mainly used for the Network’s existing client base and, as such, is usually accessible to a limited range of firms.  This could be problematic if many eligible companies are outside the SE system.  However, the market penetration of IRS is not known.

● Business Growth Fund is an important supplier of equity to IRS users – Private sector equity providers, while acknowledging the usefulness of IRS, are unsure whether it has affected the number and quality of proposals from firms.  The quality of proposals is one of several factors which influence VC or business angel investments.

● All programme managers see a lack of investor readiness as a key issue.  In their view, IRS can alleviate, rather than overcome, it.  For managers issues which influence its use and, for example, the scale and size of grant (in terms of administrative costs and its role in adding little new to what is largely already done) and/or the perception that as it is a programme (with targets and specific purposes) which may run counter to a flexible wider business development service.
4 The Impact on IRS Firms

4.1 Introduction

4.1.1 This chapter details the results of the survey of IRS-supported firms.  The sample for the survey is drawn from the management information provided to PACEC by the providers of IRS support (the LECs, and the HGSU and LINC programmes), and should therefore be a comprehensive list of all the firms supported by IRS funding.  92 successful interviews were carried out using a structured questionnaire.

4.1.2 The tables below showing the results are presented in a common format.  The first column describes the characteristics of all respondents.  The following three columns divide the sample into three size categories (at the time of application for the grant) – 0-5 employees, 6-20 employees, and over 20 employees – and compares their responses.  The row totals do not sum as some firms did not provide information on their employees for the size bands.  Where statistics are expressed as percentages, these sum vertically by each column (ie column percentages); this permits comparison between size categories (e.g “30% of micro firms expressed one opinion, compared to just 15% of larger firms”).  The final row gives the number of respondents to each question.  
4.1.3 The survey results were also cross-tabulated internally by the following factors:

· Sector (Manufacture, non-manufacture)

· Stage of company development at the time of application (Pre-start/start-up, Early stages / going for growth, Consolidated/mature)

· Relationship with LEC (Account-managed, client-managed, other)

· Delivery agent:

· “Proactive” LECs providing large numbers of small grants (Glasgow, Lanarkshire)

· “Selective” LECs providing fewer, larger grants (Edinburgh and Lothian, Grampian)

· HGSU programme

· LINC programme

· Other

Significant results from these cross-tabulations are commented upon in the text, but the tables themselves are not presented here for the sake of brevity.

4.2 Background and characteristics of respondents

4.2.1 Two obvious shared characteristics of all the respondents in the survey are that they were successful in making an application for IRS funding in the first place (since they are on the contact list given to us by the IRS providers), and that they were still trading at the time of the survey.  This obviously lends a positive bias to the results, since we will not have contacted those firms who have ceased trading despite having IRS support, or have not successfully grown a firm from pre-start stage.

4.2.2 In order to gauge the extent of this bias, records of all their attempts to contact firms on the contact list were kept.  The results are summarized below in Table 4.1.  It can be seen that some 167 of the companies which PACEC attempted to contact are still trading and are contactable at the same phone number as in the management information.  There are 28 companies which are no longer contactable at the number given in the management information and therefore may have ceased trading since receiving IRS support.  However, some of these may have moved to other premises without notifying their service provider, and some were mobile telephones belonging to individuals who had left the company.  We therefore conclude that our sample of 92 is representative of at least 86% (167 out of 195) of the population of firms who have received IRS support.  As shall be seen in the following tables, the impression of the effect of the IRS support is generally extremely positive; we conclude that these effects outweigh any systematic positive bias in our sample of respondents.

Table 4.1 Analysis of non-respondents

	CORRECT PHONE NUMBER
	167

	of which:
	

	Successful interviews
	92

	Realistic callback opportunities
	5

	Always busy/abroad/unavailable
	36

	Refused
	21

	Told not to call by SEFV
	4

	Decommitted / not involved / no recollection
	9

	INCORRECT PHONE NUMBER
	28

	(some dead numbers, some numbers refer to mobile phones of individuals who have left the company)
	

	Total contacts with phone numbers
	195


Source: 
PACEC

4.2.3 The breakdown by size of the of IRS grants offered to survey respondents is shown in Table 4.2 below.  They predominate in the £2001-£5000 sizeband.
Table 4.2 Amount of IRS grant offered (£k)?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	£1-£2,000
	22
	18
	29
	19

	£2,001 to £5,000
	52
	45
	42
	81

	£5,001 to £8,000
	12
	16
	17
	0

	Over £8,000
	13
	20
	13
	0

	Number of respondents
	90
	44
	24
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q9)

4.2.4 Table 4.3 presents an analysis of how the size of grant can vary by delivery agent.  This illustrates a useful grouping of LECs into two “proactive” funders giving smaller grants (Glasgow and Lanarkshire), and two “selective” LECs, giving larger grants less frequently (Edinburgh and Lothian, Grampian).

Table 4.3 Amount of IRS grant offered (£k) by LEC

	
	Percentage of all respondents (by industry of company)

	
	Total
	“Proactive”
	“Selective”
	Other LECs
	LINC
	HGSU

	£1-£2,000
	22
	34
	14
	7
	0
	33

	£2,001 to £5,000
	52
	59
	14
	57
	20
	50

	£5,001 to £8,000
	12
	5
	29
	18
	20
	17

	Over £8,000
	13
	2
	43
	18
	60
	0

	Number of respondents
	90
	44
	7
	28
	5
	6


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q9)

4.2.5 The industrial breakdown by sector of the firms interviewed is presented in Table 4.4.  Manufacturing and business service firms are well-represented, and there is a high concentration of computing and R&D firms, reflecting a hi-tech focus of the IRS support.

Table 4.4 Sector and main products/services produced/provided?

	
	Percentage of all respondents (by size of company by employment prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Business services
	18
	18
	17
	29

	Computing, R&D
	17
	24
	13
	0

	Trad metal man/engineering
	16
	18
	13
	12

	Hi-Tech metal man/engineering
	10
	9
	8
	18

	Non-metallic, non-chemical manufacture
	9
	4
	8
	18

	Chemical manufacture
	9
	13
	8
	0

	Wholesale
	8
	7
	13
	6

	Personal services
	3
	2
	8
	0

	Construction
	2
	0
	4
	6

	Motor vehicle sale, repair
	2
	0
	4
	6

	Retail
	2
	2
	4
	0

	Transport, storage, communications
	2
	2
	0
	6

	Health, care
	1
	0
	0
	0

	Agriculture/Extraction
	0
	0
	0
	0

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (pacec22)

4.2.6 The average size of firms has grown rapidly since the funding was received, from a mean of 12.5 prior to the IRS support to 17.2 at the time of the survey, with a mean of 25.6 expected in 12 months’ time (to avoid skewing the results, these figures exclude one rapidly-growing company which had over ten times as many employees as the next largest firm).  This rise is not limited to rapidly growing start-up companies – the larger companies interviewed also reported strong gains and expected gains in employment.  Table 4.5 shows the mean sizes at each stage of development; a banded breakdown of size at each stage (which includes the outlier firm) is given in Table 4.6 to Table 4.8.

Table 4.5 Employment size of company receiving assistance (excluding 

	
	Statistics of all respondents. (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Mean size prior to receiving grant
	12.5
	2.7
	11.0
	42.6

	Mean size now
	17.2
	6.6
	13.6
	48.6

	Mean anticipated size in 12 months’ time
	25.6
	13.8
	18.9
	61.8


Source: PACEC Survey (Q12A)

Table 4.6 Employment size – company receiving assistance – Prior to receiving grant

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	0
	5
	9
	0
	0

	1 to 4
	41
	78
	0
	0

	5 to 9
	21
	13
	50
	0

	10 to 19
	13
	0
	46
	0

	20 to 49
	14
	0
	4
	65

	50 to 99
	5
	0
	0
	24

	100 to 199
	1
	0
	0
	6

	1000 to 2500
	1
	0
	0
	6

	Number of respondents
	86
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q12b)

Table 4.7 Employment size – company receiving assistance – now.

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	1 to 4
	23
	44
	0
	0

	5 to 9
	27
	37
	29
	6

	10 to 19
	19
	12
	46
	0

	20 to 49
	23
	7
	25
	59

	50 to 99
	5
	0
	0
	18

	100 to 199
	2
	0
	0
	12

	1000 to 2500
	1
	0
	0
	6

	Number of respondents
	88
	43
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q12a)

Table 4.8 Employment size – company receiving assistance – anticipated in 12 months time

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	1 to 4
	12
	24
	5
	0

	5 to 9
	20
	34
	9
	0

	10 to 19
	27
	24
	50
	0

	20 to 49
	27
	16
	36
	41

	50 to 99
	9
	0
	0
	35

	100 to 199
	5
	3
	0
	18

	Over 2500
	1
	0
	0
	6

	Number of respondents
	82
	38
	22
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q12c)

4.2.7 Table 4.9 below shows the year of establishment of the supported companies.  Over half were established in 2001 or more recently than that reflecting the pre-start or start-up stages.

Table 4.9 Year business established. 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	1950 to 1975
	2
	0
	4
	6

	1976 to 1990
	7
	0
	8
	19

	1991 to 1995
	10
	4
	13
	25

	1996 to 1999
	22
	13
	46
	13

	2000
	7
	7
	13
	0

	2001
	13
	18
	13
	6

	2002
	10
	9
	0
	19

	2003
	19
	33
	4
	6

	2004
	10
	16
	0
	6

	Number of respondents
	90
	45
	24
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q13)

4.2.8 The “proactive” LECs of Glasgow and Lanarkshire were the most likely to fund the larger firms in the over 20 employment sizeband.  The companies interviewed from the “selective” LECs of Edinburgh and Lothian, and Grampian, were exclusively of 1-10 employees in size.  Account-managed firms were the most likely to appear in the upper size brackets.

4.2.9 The turnover structure of participating companies is shown in Table 4.10 below.  15% were very small companies yet to make any significant sales, but nearly half (46%) had a turnover of at least £500,000 in their last operating year.

Table 4.10 Turnover on last operating year. 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	less than £1.0k
	15
	28
	0
	0

	£5.01 to £10.0k
	2
	3
	0
	0

	£10.01 to £25.00k
	2
	3
	0
	0

	£25.01k to £50.00k
	7
	14
	0
	0

	£50.01k to £100k
	13
	24
	7
	0

	£100k to £250k
	3
	3
	0
	8

	£250k to £500k
	12
	10
	29
	0

	£500k to £1m
	18
	14
	36
	8

	Over £1m
	28
	0
	29
	83

	Number of respondents
	60
	29
	14
	12


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q14)

4.2.10 The majority of companies interviewed regarded themselves as start-ups or at an early stage of development prior to their application for IRS support.  Since the application, companies have on the whole successfully made the transfer from pre-start and start-up status to early stage or growing companies.  See Table 4.11 and Table 4.12.
Table 4.11 Stage of company development at the time of application

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Pre-start
	15
	22
	0
	6

	Start up
	26
	47
	4
	6

	Early stage
	27
	24
	54
	6

	Consolidated
	11
	2
	17
	24

	Going for growth
	16
	4
	17
	47

	Mature
	4
	0
	8
	12

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q15A1)

Table 4.12 Stage of company development now

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Pre-start
	2
	4
	0
	0

	Start up
	16
	31
	0
	0

	Early stage
	34
	40
	42
	12

	Consolidated
	8
	2
	13
	6

	Going for growth
	33
	16
	38
	71

	Mature
	8
	7
	8
	12

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q15A2)

4.2.11 The “proactive” LECs serviced all firms but were more likely to fund companies who were going for growth.  The “selective” LECs funded start-up and early stage companies only.  
4.2.12 85% of the firms participating in the survey were independent businesses with no subsidiaries before the IRS grant was received.  3%, exclusively in the 0-5 sizeband, were subsidiaries or spin-offs of other businesses, while another 3%, all in the larger sizebands, were businesses with subsidiaries.  The only significant change since the IRS grant support has been that the percentage not trading has dropped from 8% to 5%.  See Table 4.13 and Table 4.14
Table 4.13 Which of the following best describes the status of your  business at the time the IRS grant was received?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	an independent business with no subsidiaries
	85
	84
	88
	94

	a business with subsidiaries
	3
	0
	8
	6

	a subsidiary of another business
	3
	7
	0
	0

	associated company
	1
	0
	4
	0

	not trading / not yet a business
	8
	9
	0
	0

	Number of respondents
	91
	45
	24
	17


Source: PACEC Survey (Q16A1)

Table 4.14 Which of the following best describes the status of your  business now

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	an independent business with no subsidiaries
	86
	84
	91
	88

	a business with subsidiaries
	4
	5
	4
	6

	a subsidiary of another business
	3
	7
	0
	0

	Joint venture
	1
	0
	0
	6

	associated company
	1
	0
	4
	0

	not trading / not yet a business
	4
	5
	0
	0

	Number of respondents
	90
	44
	23
	17


Source: PACEC Survey (Q16A2)

4.2.13 Unsurprisingly, firms receiving IRS support reported that their growth objectives were to grow rapidly or moderately as shown in Table 4.15.  Again, however, this ambition was not limited to start-ups and micro-businesses, with larger companies also planning to grow rapidly.  The proportion hoping and planning to grow rapidly has increased since before the IRS assistance began.  See Table 4.16. 
Table 4.15 How would you describe the overall growth objectives of your business before the IRS assistance started?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Stay the same size
	6
	2
	9
	6

	Grow moderately
	42
	37
	43
	53

	Grow rapidly
	49
	56
	48
	41

	Not applicable
	2
	5
	0
	0

	Number of respondents
	85
	41
	23
	17


Source: PACEC Survey (Q17A1)

Table 4.16 How would you describe the overall growth objectives of your business now?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Stay the same size
	1
	0
	5
	0

	Grow moderately
	42
	33
	45
	53

	Grow rapidly
	53
	60
	50
	47

	Not applicable
	3
	7
	0
	0

	Number of respondents
	88
	43
	22
	17


Source: PACEC Survey (Q17A2)

4.3 Background and aims of participation

4.3.1 When asked to briefly describe their aims in seeking the IRS grant, 35% stated that they needed help writing a business plan – notably more than the proportion which explicitly stated that they sought to enhance their ability to raise finance.  See Table 4.17.
Table 4.17 Can you briefly describe your aims in seeking the IRS grant

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Needed help writing a business plan
	35
	47
	21
	38

	To enhance ability to raise finance
	22
	21
	29
	13

	Needed to inject funds in to the firm
	13
	9
	17
	25

	TO start up the business
	6
	7
	4
	0

	To help business grow
	6
	0
	13
	6

	Needed help with marketing
	4
	2
	4
	6

	Looking to buy another company
	3
	0
	0
	13

	Technological investigation
	3
	5
	4
	0

	Legal advice
	3
	2
	8
	0

	Finalising product for marketplace
	2
	5
	0
	0

	Financial planning
	1
	2
	0
	0

	Number of respondents
	89
	43
	24
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q18A1)

4.3.2 Early stage / growth companies were more likely to be aiming to raise finance than to write a business plan.  The account-managed companies were more likely to need help writing a business plan (47%) than client-managed (38%) or other (25%) companies.
4.3.3 42% of firms interviewed rated the importance of the IRS grant to the firm as “critical”, and a further 40% as “very important”, a very positive reflection upon the IRS support.  The smallest companies (in the 0-5 employee sizeband) were significantly more likely to view the support of the IRS as “critical”.  See Table 4.18. the main reason was the need to raise finance as shown in Table 4.19.
Table 4.18 How important is/was the IRS grant to your firm?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Critical
	42
	58
	29
	35

	Very important
	40
	31
	54
	41

	Important
	13
	9
	13
	18

	Not at all important
	4
	2
	4
	6

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q19)

Table 4.19 Please say why

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	To raise finance
	55
	62
	50
	41

	Key to success
	21
	24
	29
	6

	To help business grow
	12
	13
	13
	6

	Getting started
	10
	13
	4
	6

	How to make an application
	10
	4
	13
	24

	Putting a good idea into production
	7
	9
	8
	0

	Attempting to acquire another business
	4
	0
	0
	24

	Investigate intellectual property
	3
	7
	0
	0

	Tiny amount compared to overall costs
	2
	2
	4
	0

	Lack of professionalism
	2
	0
	4
	6

	Was not going to turn down £5000
	1
	0
	0
	6

	Have not received grant yet
	1
	2
	0
	0

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q19A)

4.3.4 87% of respondents said that they had used external business advice prior to the IRS grant, 75% of which said that they had consulted an accountant.  41% of those who had used prior advice had spoken to a LEC adviser.  See Table 4.20 and Table 4.21.  As shall be seen in Table 4.36, many of those who seek IRS funding were referred directly to the IRS programme via a LEC adviser.

Table 4.20 Have you used external business advice prior to the IRS  grant?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Yes
	87
	81
	96
	94

	No
	11
	16
	4
	0

	Not sure
	2
	2
	0
	6

	Number of respondents
	89
	43
	23
	17


Source: PACEC Survey (Q19B)

Table 4.21 If Yes, which sources? (multiple responses allowed)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Accountant
	75
	71
	83
	69

	LEC adviser
	41
	45
	35
	38

	Management Consultants
	36
	32
	39
	38

	Business Mentors
	27
	37
	17
	25

	Technology Consultants
	21
	26
	17
	13

	Finance specialists
	20
	16
	22
	25

	Other(s)
	15
	18
	22
	0

	Market research specialists
	12
	11
	13
	13

	Number of respondents
	81
	38
	23
	16


Source: PACEC Survey (Q19C)

4.3.5 97% of early stage / growth firms had used external business advice, significantly more than start-ups and mature firms.  They were also the most likely to use market research specialists (21%).  Pre-start / start-up firms were more likely to use business mentors (40%) than were the more mature companies.  Manufacturing firms were more likely (95%) to have used external business advice than non-manufacturing firms (80%).

4.3.6 Table 4.22 to Table 4.25 set out how easy or difficult the firms found it to make their financial contribution to the IRS grant, and what external sources of finance (if any) they used to aid them.  A slight majority of respondents (52%) found it “quite easy” to provide the financial contribution required for the IRS grant.  There were still 35% who found it “quite difficult”, but only 15% of respondents used external financial sources to help make their contribution.  69% of those who did use external financial sources said that they were used for their entire financial contribution.  Around half had used a bank as the source of external finance.

Table 4.22 How easy/difficult was it for you to find your financial contribution required for the IRS grant?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very easy
	10
	5
	13
	20

	Quite easy
	52
	53
	46
	47

	Quite difficult
	35
	37
	42
	33

	Very difficult
	2
	5
	0
	0

	Number of respondents
	88
	43
	24
	15


Source: PACEC Survey (Q20)

Table 4.23 Did you use external financial sources to help you make  your contribution

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	No
	85
	79
	88
	94

	Yes
	15
	21
	13
	6

	Number of respondents
	88
	43
	24
	16


Source: PACEC Survey (Q21)

Table 4.24 If yes, what percentage of your financial contribution required was it? 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	20 to 50
	15
	22
	0
	0

	50 to 75
	15
	0
	67
	0

	100
	69
	78
	33
	100

	Number of respondents
	13
	9
	3
	1


Source: PACEC Survey (Q22)

Table 4.25 What sources of external finance did you use?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Bank
	45
	50
	67
	25

	Small firms loan guarantee
	10
	17
	0
	0

	Company money
	10
	8
	0
	25

	Shareholders
	5
	0
	33
	0

	Credit Card
	5
	8
	0
	0

	None
	20
	17
	0
	25

	Don't know / Don't want to say
	5
	0
	0
	25

	Number of respondents
	20
	12
	3
	4


Source: PACEC Survey (Q23A)

4.3.7 Despite any difficulties reported in the last set of tables, 94% of respondents stated that they were able to obtain the full amount of the IRS grant sought.
Table 4.26 Were you able to obtain the full amount or less than the full amount of the IRS grant sought?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Full amount
	94
	93
	100
	94

	Less than the full amount
	6
	7
	0
	6

	Number of respondents
	87
	42
	24
	16


Source: PACEC Survey (Q24A)

4.3.8 The main broad objectives in participating in IRS were to lever in additional finance, and to train for and prepare a plan / strategy (such as a business plan or marketing strategy).  See Table 4.27.  The most common specific objectives, as business tools in their own right and as precursors to obtaining further finance, were to improve the skills of the management staff to prepare, develop and present a business case.

Table 4.27 What were your objectives in participating in IRS, i.e. what did you specifically want to achieve? (aggregated)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Lever in additional finance
	93
	91
	100
	94

	Prepare a specific output
	89
	98
	83
	76

	Improve skills
	84
	87
	83
	82

	Improve knowledge of finance
	57
	60
	58
	53

	Number of respondents
	92
	45
	24
	17


Source: PACEC Survey (Q26Aaa)

Table 4.28 What were your objectives in participating in IRS, i.e. what did you specifically want to achieve? (1) Improve knowledge of finance

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Improve knowledge of debt/loan finance
	39
	47
	29
	47

	Improve knowledge of grants
	35
	33
	33
	41

	Improve knowledge of equity finance
	32
	36
	38
	24

	Number of respondents
	92
	45
	24
	17


Source: PACEC Survey (Q26Aa)

Table 4.29 What were your objectives in participating in IRS, i.e. what did you specifically want to achieve? (2) Lever in additional finance"

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Identify sources of funding
	60
	71
	63
	41

	Develop products(s) / service(s)
	55
	71
	50
	35

	Lever in additional debt/loan finance
	53
	60
	54
	47

	Lever in additional equity finance
	49
	56
	46
	47

	Lever in additional grant finance
	45
	42
	46
	53

	Obtain better contacts in the finance community network
	38
	47
	38
	18

	Strengthen the management team
	16
	16
	8
	29

	Gain knowledge of what VC's are looking for
	12
	18
	8
	6

	Test the commercial feasibility of an idea / some ideas
	11
	13
	8
	6

	Lever in additional internal finance
	8
	4
	21
	0

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q26Ab)

Table 4.30 What were your objectives in participating in IRS, i.e. what did you specifically want to achieve? (3) Preparation

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Prepare a business plan
	72
	78
	67
	59

	Prepare a marketing strategy
	27
	27
	38
	24

	Prepare an investor prospectus
	15
	16
	21
	0

	Prepare an intellectual property investigation report
	13
	22
	4
	6

	Number of respondents
	92
	45
	24
	17


Source: PACEC Survey (Q26Ac)

4.3.9 Table 4.28 to Table 4.30 show the main specific aims which develop those in Table 4.27.  The consolidated/mature companies were less likely to be looking to improve skills than start-ups and growth firms.  All the mature firms interviewed sought to lever in additional finance of some sort, with grant finance (57%) being the most common.  Manufacturing firms were more likely to seek to strengthen their management team than non-manufacturers.  All the companies from the “selective” LECs stated that they were seeking to identify sources of funding, develop and present a business case, develop products, and improve knowledge of equity finance.  

Table 4.31 What were your objectives in participating in IRS, i.e. what did you specifically want to achieve? (4) Improve skills

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Improve skills to develop a business case
	73
	78
	71
	71

	Improve skills to present a business case
	73
	80
	67
	65

	Improve skills to manage bidding for finance
	67
	78
	71
	41

	Improve skills to gain access to adviser skills
	62
	69
	67
	41

	Improve skills to communicate ideas
	55
	67
	58
	24

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q26Ad)

4.3.10 The main business performance objective of the IRS support was to help the business to grow; increasing turnover, employment, profits, and overall company value were seen as equally important components of business growth, marginally ahead of increased productivity.  See Table 4.32.
Table 4.32 Business performance objectives

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Help the business to grow
	82
	81
	91
	75

	Increase profits
	66
	63
	83
	63

	Increase sales / turnover
	65
	60
	83
	63

	Increase employment
	65
	60
	83
	63

	Increase overall value of company
	64
	65
	83
	44

	Increase productivity
	61
	63
	70
	56

	Exploit markets
	59
	58
	70
	56

	Increase value of assets
	57
	49
	78
	56

	Start up a business
	19
	35
	0
	0

	Rescue / turn around a business
	8
	2
	9
	19

	Other
	13
	5
	17
	25

	Number of respondents
	88
	43
	23
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q26C)

4.3.11 Table 4.33 sets out the barriers which prevented firms from pursuing their objectives.  The lack of internal finance was the most common barrier (71%), even in companies with over 20 employees (63%).  62% of companies lacked some form of external finance, with debt/loan finance being the most common.  Business skills such as developing and presenting a business case were the next most common barriers, but these typically grew less important for larger companies.

Table 4.33 What, if anything, were the barriers that prevented you from pursuing the objective(s) you have just mentioned without the assistance from IRS?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	None
	4
	2
	4
	6

	Lack of internal finance
	71
	73
	75
	63

	Lack of knowledge on sources of funding
	24
	33
	17
	13

	Lack of knowledge on what VCs are looking for
	1
	2
	0
	0

	Not part of finance community network
	15
	20
	17
	6

	Did not know how to access external finance
	23
	27
	21
	13

	Too risky to use own resources
	4
	2
	8
	6

	Lack of external finance:
	
	
	
	

	 - Debt / loan
	44
	51
	42
	38

	 - Equity
	38
	47
	33
	31

	 - Grants
	34
	36
	25
	38

	Lack of time
	2
	2
	0
	6

	Lack of focus
	5
	4
	8
	6

	No firm business idea
	1
	0
	0
	6

	No business plan
	34
	42
	42
	0

	No investor prospectus
	7
	4
	13
	0

	No marketing strategy
	9
	7
	17
	6

	Lack of skills to:
	
	
	
	

	 - Manage bidding for finance
	56
	62
	54
	44

	 - Develop a business case
	65
	71
	75
	44

	 - Present a business case
	63
	69
	71
	38

	 - Gain access to adviser skills
	57
	60
	63
	44

	 - Communicate ideas
	47
	53
	50
	31

	 - Other skills
	24
	29
	17
	31

	Other(s)
	2
	2
	0
	6

	Number of respondents
	91
	45
	24
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q27A)

4.3.12 73% of the firms under consideration said that they had not sought funding before applying for IRS.  The main reason for not seeking alternative funding appears to be that companies were directed straight to the IRS when they approached the LEC for advice (51% of respondents who did not seek funding) – this was particularly likely to happen to companies in the 0-5 employee sizeband (67%).  A quarter of those who had not sought other sources of finance said that they did not know where else to seek finance (or had failed to find it elsewhere).  A lucky few (3%) had built up enough of their own capital to pursue their business plan, and presumably used IRS support for the expertise of the advisors as much as for financial support.  Two-thirds of those that had sought prior funding had sought debt financing from a bank.  See Table 4.34 to Table 4.36.
Table 4.34 Before applying for the IRS support, did you seek funding (i.e. instead of, IRS)?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	No
	73
	73
	71
	76

	Yes
	16
	18
	21
	12

	Don't recall
	11
	9
	8
	12

	Number of respondents
	91
	44
	24
	17


Source: PACEC Survey (Q28)

Table 4.35 (If Yes to Q28) What type(s) of funding did you seek?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Bank debt / loan
	67
	63
	67
	75

	Own / other partner's money
	20
	25
	0
	25

	Business angel equity
	13
	25
	0
	0

	Other Government grant
	13
	13
	33
	0

	Money from family/friends
	7
	0
	0
	25

	Firm's cash flow/profits
	7
	0
	0
	25

	Bank equity
	7
	0
	0
	25

	Business angel debt/loan
	7
	0
	33
	0

	Scottish Enterprise Investment Funds
	7
	0
	0
	25

	Other(s)
	7
	13
	0
	0

	Venture capital debt/loan
	0
	0
	0
	0

	Venture capital equity
	0
	0
	0
	0

	Hire purchase / leas finance
	0
	0
	0
	0

	Trade credit (from suppliers / customers)
	0
	0
	0
	0

	Savings made in other parts of the business
	0
	0
	0
	0

	Flotation
	0
	0
	0
	0

	Business Growth Fund
	0
	0
	0
	0

	Regional Selective Assistance
	0
	0
	0
	0

	Number of respondents
	15
	8
	3
	4


Source: PACEC Survey (Q29A)

Table 4.36 (Only if No ticked in Q28) Why did you not seek funding?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	LEC advised / told firm to use IRS
	51
	67
	28
	50

	Did not know where to look
	21
	9
	39
	17

	Got IRS so did not look any further
	13
	6
	17
	25

	Could not find any
	4
	3
	11
	0

	Had built up our own capital
	3
	0
	6
	8

	Were pioneering this as a new idea
	1
	3
	0
	0

	Used own funds
	1
	3
	0
	0

	Needed help with fees
	1
	3
	0
	0

	Don't know / Don't want to say
	3
	6
	0
	0

	Number of respondents
	68
	33
	18
	12


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q31A1)

4.4 Intermediate effects/outputs

4.4.1 Three-quarters of interviewees who were pre-start businesses prior to their IRS grant have started businesses as a result of the assistance, and 40% of the remainder said that they were likely to (see Table 4.37)
Table 4.37 If the firm was a pre-start business (i.e. Q15 above) did you start a business as a result of the IRS assistance?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Have done so
	74
	67
	100
	0

	Not likely to
	16
	20
	0
	0

	Likely to
	11
	13
	0
	0

	Number of respondents
	19
	15
	1
	0


Source: PACEC Survey (Q32)

4.4.2 Business planning and presentation of propositions were the most common output enabled by the IRS grant (75% and 55% of respondents respectively).  More speculative outputs, such as identifying or investigating sources of finance or investigating intellectual property, were less common.  See Table 4.38.
Table 4.38 What did you use the IRS grant for to produce an output for the company?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Business Planning
	75
	78
	71
	69

	Communicating/presenting proposition/idea
	55
	60
	58
	31

	Identify sources of finance
	26
	27
	21
	38

	Investigate sources of finance
	25
	24
	29
	25

	Other(s)
	21
	13
	21
	31

	Market Research
	12
	7
	13
	13

	Technology Investigation
	10
	16
	4
	6

	Investor Prospectus
	10
	11
	13
	0

	Strengthen the Management Team
	9
	11
	0
	13

	Intellectual Property Investigation
	9
	18
	0
	0

	No outputs
	3
	2
	4
	0

	Number of respondents
	91
	45
	24
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q34A)

Table 4.39 Other outputs

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Investigate legal issues
	30
	33
	50
	0

	Due-diligence report
	30
	67
	25
	0

	Provide missing data
	20
	0
	25
	50

	To expand
	10
	0
	0
	50

	Buy-out
	10
	0
	0
	0

	Number of respondents
	10
	3
	4
	2


Source: PACEC Survey (Q34B)

4.4.3 All the firms interviewed from the “selective” LECs stated that they had used the IRS grant to successfully present a proposition.  71% said that they had identified or investigated sources of finance.

4.4.4 Table 4.40 lists the sources of business support used by firms in the course of their IRS support.  The most common source of business support was an accountant (55% of respondents), with management consultants (31%) also popular.

Table 4.40 Where did you obtain the support from?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Accountant
	55
	58
	41
	63

	Management Consultants
	31
	36
	36
	19

	Other(s)
	17
	24
	14
	0

	Finance specialists
	11
	9
	14
	13

	LEC adviser
	11
	7
	18
	19

	Business Mentors
	6
	4
	9
	6

	Market research specialists
	4
	7
	0
	0

	Technology Consultants
	3
	7
	0
	0

	No Support
	2
	0
	0
	6

	Number of respondents
	89
	45
	22
	16


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q35A)

4.4.5 Pre-start and start-up companies were significantly more likely to have received support from an accountant than the more mature companies in the study.

4.4.6 Sources of support were chiefly identified through business networks, through the LEC, and via Scottish Enterprise.  Universities and consultants were not used by any of the firms in the study.  See Table 4.42
Table 4.41 How did you identify this source of support?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Scottish Enterprise
	28
	32
	13
	38

	Business networks
	28
	23
	48
	13

	Through the LEC
	24
	27
	17
	25

	Other(s)
	20
	27
	13
	13

	Accountant
	6
	5
	9
	6

	Through own staff
	3
	5
	0
	6

	Independent Consultant
	3
	5
	4
	0

	Through another firm
	1
	0
	0
	0

	University
	0
	0
	0
	0

	Firm of consultants
	0
	0
	0
	0

	Number of respondents
	89
	44
	23
	16


Source: PACEC Survey (Q36A)

4.4.7 Firms who had used the “proactive” or “selective” LECs were much more likely to have identified the support via the LEC (34% and 57% respectively) than firms from other LEC areas (7%).

Table 4.42 Other sources of support

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Through own research
	50
	50
	33
	50

	Small Business Gateway Signposting
	22
	17
	33
	50

	Family / friends
	11
	17
	0
	0

	Potential investors
	11
	8
	33
	0

	External Consultant
	6
	8
	0
	0

	Number of respondents
	18
	12
	3
	2


Source: PACEC Survey (Q36B1)

4.4.8 When asked directly to rate the IRS scheme, 89% of respondents said that their objectives were wholly or largely satisfied by participation in the scheme – a figure which includes 96% of the firms in the smallest size category (0-5 employees).  This breakdown is presented in Table 4.43.  Those partly or not at all satisfied were mostly likely to be in the 6-20 employee size category.  
Table 4.43 To what extent did your participation in the scheme satisfy the objectives you were talking about earlier?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Wholly
	65
	62
	67
	76

	Largely
	24
	33
	13
	12

	Partly
	7
	2
	13
	12

	Not at all
	4
	2
	8
	0

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q37)

4.4.9 98% of pre-start and start-up firms wholly or largely satisfied their objectives, as against 86% of early stage / growth firms, and 78% of consolidated/mature firms.  Of the few companies that had not largely or wholly satisfied their objectives in participating in the scheme, 29% said that it was too early to judge that the IRS support had been unsuccessful.
4.4.10 86% of respondents had sought or were likely to seek additional finance as a result of participating in the IRS scheme.  Half of these had sought a loan from a bank, with other government grants and business angel equity also being popular sources.  Those who had not yet sought additional finance, but were likely to, were most likely to seek venture capital equity.  See Table 4.44 to Table 4.47 below.
Table 4.44 As a result of participating in the IRS Scheme, has your firm sought, or is it likely to seek further additional finance?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Yes-sought additional finance
	62
	60
	59
	82

	Yes-likely to seek additional finance
	24
	25
	27
	18

	No, Not likely to seek additional finance
	14
	15
	14
	0

	Number of respondents
	79
	40
	22
	11


Source: PACEC Survey (Q39)

Table 4.45 If yes to Q39, what type(s) of further finance have you sought? 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Bank debt / loan
	52
	48
	54
	45

	Other Government grant
	24
	22
	15
	18

	Business angel equity
	22
	26
	31
	0

	Business Growth Fund
	19
	26
	8
	0

	Other(s)
	19
	26
	8
	18

	Venture capital equity
	17
	15
	23
	18

	Regional Selective Assistance
	17
	11
	8
	36

	Venture capital debt/loan
	9
	11
	0
	18

	Own / other partner's money
	7
	4
	8
	9

	Scottish Enterprise Investment Funds
	7
	4
	8
	9

	Bank equity
	4
	0
	8
	9

	Money from family/friends
	2
	4
	0
	0

	Business angel debt/loan
	0
	0
	0
	0

	Flotation
	0
	0
	0
	0

	Number of respondents
	54
	27
	13
	11


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q40A)

Table 4.46 Other Government grant (Specify under which scheme)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Small firm's loan scheme
	41
	56
	50
	25

	Private investor
	18
	11
	0
	50

	Lanarkshire commercial loan
	18
	0
	50
	25

	SPUR Plus
	12
	22
	0
	0

	Highlands and Island enterprise
	6
	0
	0
	0

	Scottish Executive Grant
	6
	11
	0
	0

	Small Company Innovation Scheme (SCIS)
	6
	11
	0
	0

	Number of respondents
	17
	9
	2
	4


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q40B)

Table 4.47 Other sources (Specify)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Private investor
	50
	50
	0
	50

	Preference shares
	25
	33
	0
	0

	Small Business Gateway
	13
	0
	0
	50

	Offered a buy-in but rejected it
	13
	17
	0
	0

	Number of respondents
	8
	6
	0
	2


Source: PACEC Survey (Q40C)

4.4.11 78% of the respondents from the “proactive” LEC areas stated that they had sought or were likely to seek additional finance, whereas all of the respondents from the other LEC areas stated this.

4.4.12 Respondents were also asked whether they had received the full amount of funding which they had sought, and the amount of funding actually received.  Almost all of those companies which had sought further finance said that they had received the full amount which they had been looking for.  Many companies in the survey were reluctant to divulge their sources and amounts of funding, but in those cases where a full breakdown was given, an analysis of the total funding was performed.  There was a very close match in total funding between the amounts given in the survey and the amounts recorded in the management information.  This would seem to confirm the first-year estimate of the total amount of additional funding of £57.9 million, given in Chapter 2.
4.4.13 A majority of respondents stated that the IRS assistance, and the outputs produced as a direct result, had made it considerably easier to obtain all three types of funding (debt/loan, equity, and grants).  Only 16-20% (depending on the type) stated that IRS had made no difference.  The size breakdowns are shown in Table 4.48 to Table 4.50.  The most positive effect was upon the smallest companies (0-5 employees) in obtaining equity finance, where no less than 80% of respondents stated that it had been made considerably easier by IRS.

Table 4.48 What effect do you believe receiving the IRS assistance and producing the outputs has had on your firm's ability to progress to and obtain additional finance? (1) Debt/Loan:

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Has made it considerably easier
	60
	74
	53
	30

	Has made it a little easier
	24
	16
	29
	40

	Has made no difference
	16
	10
	18
	30

	Number of respondents
	62
	31
	17
	10


Source: PACEC Survey (Q43A1)

Table 4.49 What effect do you believe receiving the IRS assistance and producing the outputs has had on your firm's ability to progress to and obtain additional finance? (2) Equity:

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Has made it considerably easier
	55
	80
	47
	0

	Has made it a little easier
	25
	12
	27
	63

	Has made no difference
	20
	8
	27
	38

	Number of respondents
	51
	25
	15
	8


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q43A2)

Table 4.50 What effect do you believe receiving the IRS assistance and producing the outputs has had on your firm's ability to progress to and obtain additional finance? (3) Grants:

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Has made it considerably easier
	56
	65
	43
	50

	Has made it a little easier
	28
	22
	36
	33

	Has made no difference
	17
	13
	21
	17

	Number of respondents
	54
	23
	14
	12


Source: PACEC Survey (Q43A3)

4.4.14 The “proactive” LECs were significantly less likely to say that the IRS assistance had made the progression to equity finance and grant finance considerably easier.
4.4.15 The production of a business plan was again seen as the main output of the IRS support; for all three major types of funding, the main effect of the IRS assistance upon obtaining finance was that a business plan had been produced and accepted by the finance provider.  The responses from firms are shown in Table 4.51 to Table 4.53.
Table 4.51 Please explain/amplify your answer for debt/loan finance

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Accepted our business plan
	38
	55
	13
	40

	Now Have better knowledge
	15
	3
	27
	60

	Bank loan application being processed
	13
	14
	20
	0

	Able to submit a better Proposal
	12
	10
	7
	40

	Bank will not loan without us having a grant
	10
	3
	27
	0

	Might consider
	8
	7
	7
	0

	Lanarkshire Council matched existing loan
	4
	0
	7
	20

	Not so much pressure
	4
	3
	7
	0

	Loan guarantee scheme is good
	4
	3
	0
	0

	Could not agree terms
	4
	3
	0
	0

	Scottish Enterprise matched existing loan
	2
	0
	0
	20

	Given us credibility
	2
	0
	7
	0

	Too early
	2
	3
	0
	0

	None
	2
	3
	0
	0

	Number of respondents
	52
	29
	15
	5


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q43B)

Table 4.52 Please explain/amplify your answer for equity finance

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Accepted our business plan
	33
	50
	0
	25

	Now Have better knowledge
	21
	0
	50
	75

	Being considered
	15
	5
	38
	0

	Business Angel helped
	9
	15
	0
	0

	Report convinced investors to support firm
	6
	5
	13
	0

	Increased credibility
	6
	10
	0
	0

	Have raised profits by being better focussed
	3
	0
	0
	25

	Could not agree terms
	3
	5
	0
	0

	Too early
	3
	5
	0
	0

	None
	3
	5
	0
	0

	Number of respondents
	33
	20
	8
	4


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q43C)

Table 4.53 Please explain/amplify your answer for grants

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Accepted our business plan
	42
	69
	20
	20

	Has given us credibility
	15
	6
	10
	40

	Now Have better knowledge
	15
	0
	30
	20

	May apply in future
	9
	6
	10
	0

	Grant was too small to help attract further funding
	6
	0
	20
	0

	SPUR will give us a Grant
	3
	0
	10
	0

	SMART award
	3
	6
	0
	0

	Needs a lot of background work
	3
	0
	0
	20

	Too early
	3
	6
	0
	0

	None
	3
	6
	0
	0

	Number of respondents
	33
	16
	10
	5


Source: PACEC Survey (Q43D)

4.4.16 The IRS grant and assistance were rated as very important in establishing the links with the sources of finance by at least 55% of respondents for all three types of finance (see Table 4.54 to Table 4.56).  Again, the group with the most positive response was the micro-firm sizeband (0-5 employees), 71% of who had said that the assistance with establishing links with sources of equity finance had been very important.

Table 4.54 How important was the IRS grant and assistance in establishing the links with the sources of Debt/loan finance?. 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very Important
	62
	67
	63
	45

	Important
	26
	23
	31
	36

	Not important
	11
	10
	6
	18

	Number of respondents
	61
	30
	16
	11


Source: PACEC Survey (Q45A1)

Table 4.55 How important was the IRS grant and assistance in establishing the links with the sources of equity finance?. 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very Important
	55
	71
	46
	25

	Important
	26
	17
	31
	50

	Not important
	19
	13
	23
	25

	Number of respondents
	47
	24
	13
	8


Source: PACEC Survey (Q45A2)

Table 4.56 How important was the IRS grant and assistance in establishing the links with the sources of Grants?. 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very Important
	60
	70
	46
	50

	Important
	26
	17
	38
	42

	Not important
	13
	13
	15
	8

	Number of respondents
	53
	23
	13
	12


Source: PACEC Survey (Q45A3)

4.4.17 Pre-start and start-up firms were the most enthusiastic about the importance of the IRS grant, with 93% of respondents saying that the grant had been very important in establishing links with sources of equity finance.  Manufacturers were also very positive, with 83% having rated the grant advice as very important.

4.4.18 The respondents were asked whether a range of effects had arisen directly from IRS support, whether or not additional finance had been sought.  They were also asked if the effects were likely to arise in the future.  On the whole, the number of effects which had already arisen greatly outnumbered those which were likely to arise in future, and therefore Table 4.57 below combines the actual and likely effects for clarity.

4.4.19 A wide range of effects upon the businesses receiving IRS support were recorded.  As has been the case throughout the survey research, effects relating to the preparation of a business plan were the most common.  Around 80% of respondents stated that they had improved, or would improve, skills to develop a business case or to present a business case.  74% had successfully prepared a business plan, and 2% more said that they were likely to.
Table 4.57 Have there been, or are there likely to be, any of the following effects on the firm arising directly from the IRS support whether or not additional finance was sought?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Start up a business
	17
	31
	0
	6

	Improve knowledge of external finance available:

	 - Debt/loan
	43
	47
	38
	41

	 - Equity finance
	35
	42
	25
	29

	 - Grants
	28
	24
	21
	41

	Look more favourably on equity finance
	23
	27
	17
	29

	Now appreciate the difficulties facing equity finance
	20
	24
	13
	24

	More likely to seek equity finance
	21
	27
	13
	24

	Better contacts in the financial community network
	36
	42
	25
	41

	More likely to use venture capital finance
	22
	29
	17
	18

	Less likely to use venture capital finance
	4
	7
	4
	0

	Improved ability to lever in additional finance:

	 - Debt/loan
	53
	51
	58
	53

	 - Equity
	41
	49
	42
	29

	 - Grant
	45
	38
	38
	65

	Ability to test the commercial feasibility of an idea(s)
	23
	31
	17
	12

	Able to develop product(s)/Service(s)
	62
	67
	54
	65

	Strengthened the management team
	40
	47
	33
	41

	Prepared:

	 - A business plan
	76
	80
	71
	76

	 - An investor prospectus
	16
	18
	21
	6

	 - A marketing strategy
	28
	27
	33
	29

	 - An intellectual property investigation report
	16
	27
	13
	0

	Improved skills to: 

	- Identify sources of additional funding
	68
	80
	63
	53

	- Manage bidding for finance
	70
	69
	79
	65

	- Develop a business case
	80
	87
	83
	71

	- Present a business case
	79
	84
	83
	71

	- gain better access to adviser skills
	68
	76
	71
	47

	- Communicate ideas
	65
	71
	67
	53

	Improved other skills
	11
	9
	8
	12

	No effects
	8
	7
	8
	6

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q46d)

4.4.20 Unsurprisingly, pre-start and start-up companies were much more likely to have improved skills and knowledge as a result of the IRS support than consolidated/mature companies which would already have built up some of the relevant experience.

4.4.21 Half of the firms involved in the IRS scheme reported that they had become more likely to fund similar activity themselves from internal sources in the future.  Around three-quarters stated that they were more likely to seek external business support in the future.  These results are presented below in Table 4.58 and Table 4.59.
Table 4.58 Has your involvement in the IRS scheme made you more likely to fund similar activity yourselves from internal sources in the future?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Yes
	49
	55
	58
	35

	No
	18
	20
	13
	18

	Not Sure
	33
	25
	29
	47

	Number of respondents
	91
	44
	24
	17


Source: PACEC Survey (Q47A)

Table 4.59 Has using IRS made it more less/likely that you would seek external business support in future?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Yes
	72
	80
	67
	65

	No
	8
	7
	13
	6

	Not Sure
	20
	14
	21
	29

	Number of respondents
	90
	44
	24
	17


Source: PACEC Survey (Q48A)

4.4.22 89% of pre-start / start-up firms stated that they were more likely to seek external business support in future, compared with 43% of consolidated/mature firms.  86% of the firms from the “selective” LEC areas had become more likely to seek external business support in future, and to fund the investigation themselves.

4.5 Business performance effects

4.5.1 The actual business performance effects of IRS on the firms are shown in Table 4.60, and the likely future effects in Table 4.61.  The most commonly reported business performance effect of IRS was to help the business to grow.  The specific likely future effects included increasing company value, profits, sales, employment, and asset value.  This was consistent across businesses of all sizes.  
Table 4.60 Which, if any, of the following are the actual business performance effects of IRS on the firm?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Help the business to grow
	58
	62
	54
	65

	Increase in sales in existing markets
	32
	33
	29
	35

	Increase the overall value of the company
	26
	27
	21
	41

	Increase employment
	25
	27
	21
	35

	Increase sales overall
	24
	24
	17
	41

	Increase profits
	24
	24
	21
	35

	Increase the value of assets
	24
	22
	21
	41

	Increase sales in new markets
	18
	22
	8
	29

	Rescue/turnaround the business
	11
	4
	17
	18

	Increase income from intellectual property
	7
	9
	4
	6

	Other
	5
	4
	0
	6

	No effects
	10
	11
	8
	6

	Number of respondents
	92
	45
	24
	17


Source: PACEC Survey (Q49A)

Table 4.61 Which, if any, of the following are the likely future business performance effects of IRS on the firm?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Increase profits
	59
	58
	63
	59

	Increase the overall value of the company
	59
	58
	63
	59

	Increase sales overall
	57
	60
	58
	53

	Increase employment
	55
	53
	58
	65

	Increase the value of assets
	54
	53
	54
	59

	Increase in sales in existing markets
	49
	51
	50
	53

	Increase sales in new markets
	43
	49
	42
	41

	Help the business to grow
	29
	27
	33
	29

	Increase income from intellectual property
	28
	42
	21
	12

	Rescue/turnaround the business
	4
	7
	4
	0

	Other
	2
	0
	8
	0

	No effects
	0
	0
	0
	0

	Number of respondents
	92
	45
	24
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q49A)

4.5.2 The clients of the “selective” LECs were the most confident about likely future business performance effects of IRS on the firm, with all those interviewed believing that the overall value and employment of the company would increase.  Account-managed firms were more likely to have increased sales, company value, employment, asset value, and profits than client-managed or other companies.

4.5.3 Businesses were positive about the effect of the IRS assistance on their profitability, with 38% expecting to become much more profitable, while only 18% expected no difference.  Unsurprisingly, the smallest firms were the most likely to expect a large rise in profitability, but the expectation of at least a marginal rise in profit was common to businesses of all sizes.  See Table 4.62.
Table 4.62 Looking at your business today, how much more or less profitable do you think receiving the IRS assistance will make the business?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Much more profitable
	38
	50
	26
	29

	A little more profitable
	28
	25
	26
	41

	Marginally more profitable
	16
	10
	26
	24

	No different
	18
	15
	22
	6

	Number of respondents
	85
	40
	23
	17


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q50A)

4.6 Additionality of Assistance

4.6.1 In order to gauge the impact of IRS on the ability of firms to raise other finance, firms who had raised further, or additional, finance were asked if they would have been able to do so in the absence of the initial IRS support.  Only 11% of these firms stated that they would definitely have been able to obtain further finance anyway while 15% said they would definitely not have been able to.  The full breakdown is shown in Table 4.63.
Table 4.63 If firms were able to obtain additional finance to IRS (ie those answering they obtained it):   Would you have been able, to raise the additional finance anyway without IRS support?
	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Definitely
	11
	6
	15
	13

	Probably
	24
	31
	20
	13

	Possibly
	50
	47
	50
	60

	Definitely not
	15
	17
	15
	13

	Number of respondents
	74
	36
	20
	15


Source: PACEC Survey (Q51)

4.6.2 Those firms who believed that they would definitely or probably have raised additional finance without IRS assistance were asked if the amount and timescale of the finance would have been the same.  25% said that the amount raised would have been smaller (on average, half the size), and 49% that it would have arrived later (on average, 6 months later).  Table 4.64 and Table 4.65 show the change in amount and timescale of the finance respectively.
Table 4.64 In what ways would the finance you raised have been different, if at all

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Larger
	4
	0
	8
	0

	Smaller
	25
	24
	23
	44

	About the same
	71
	76
	69
	56

	Number of respondents
	51
	25
	13
	9


Source: PACEC Survey (Q52A)

Table 4.65 (2) The timescale would have been:

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Sooner
	2
	0
	0
	11

	Later
	49
	56
	38
	56

	About the same
	49
	44
	62
	33

	Number of respondents
	51
	25
	13
	9


Source: PACEC Survey (Q52C)

4.6.3 Manufacturing firms showed particularly high additionality, with 39% believing that the amount of finance would have been smaller and 58% that the timescale would have been later.

4.6.4 Firms were also asked if the other impacts and effects of IRS (eg intermediate effects such as the ability to prepare a business plan and business performance impacts) would have occurred in the absence of IRS support.  The additionality of IRS in this regard was that 39% of firms stated that the effects would definitely or probably have occurred anyway and 23% said they would not.  It was still the case, however, that many firms believed that the effects would have been smaller in effect (30%), and the timing later (54%).  The likelihood of the other impacts occurring is shown in Table 4.66.  Table 4.67 and Table 4.68 set out the likely changes in scale and timing respectively.
Table 4.66 Would the other impacts you describe above have occurred anyway without the IRS support?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Definitely
	12
	15
	14
	7

	Probably
	27
	24
	32
	20

	Possibly
	37
	39
	27
	53

	Probably not
	6
	10
	5
	0

	Definitely not
	17
	12
	23
	20

	Number of respondents
	81
	41
	22
	15


Source: PACEC Survey (Q53)

Table 4.67 In what ways would they have been different, if at all? (1) Scale – the effects would have been..

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Larger
	2
	0
	0
	8

	Smaller
	30
	30
	25
	42

	About the same
	69
	70
	75
	50

	Number of respondents
	61
	30
	16
	12


Source: PACEC Survey (Q54A)

Table 4.68 (2) Timing – the effects would have taken place..

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Sooner
	0
	0
	0
	0

	Later
	54
	55
	50
	64

	About the same
	46
	45
	50
	36

	Number of respondents
	61
	31
	16
	11


Source: PACEC Survey (Q54C)

Table 4.69 (3) Scope – the effects would have been..

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Broader
	0
	0
	0
	0

	Narrower
	23
	23
	20
	36

	No different
	77
	77
	80
	64

	Number of respondents
	60
	31
	15
	11


Source: PACEC Survey (Q54E)

4.6.5 Manufacturing firms were again more positive about the effect of IRS, with 46% believing that the scale would have been smaller in its absence, 74% that the timing would have been later, and 38% that the scale would have been narrower.

4.6.6 In the absence of IRS, firms were most likely to have turned to debt finance from a bank (28%), the firm’s own cash flow (25%) or the owner’s (or another partner’s) own funds (26%).  Business advice would most likely have been obtained from an accountant (56% of respondents).  The alternative sources of finance and advice are shown in Table 4.70 and Table 4.71 respectively.
Table 4.70 What types of finance would you have used to secure these effects, if you had not received the IRS grant? (Multiple responses allowed)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	None
	4
	6
	0
	0

	Not sure
	22
	27
	11
	23

	Own / Other partners' money
	26
	27
	26
	15

	Money from family/friends
	6
	9
	0
	0

	Firm's cash flow/profits
	25
	9
	53
	31

	Bank debt / loan
	28
	27
	32
	31

	Bank equity
	3
	3
	5
	0

	Business angel debt/loan
	3
	3
	0
	8

	No Support
	0
	0
	0
	0

	Venture capital debt/loan
	3
	3
	5
	0

	Venture capital equity
	1
	3
	0
	0

	Saving made in other parts of the business
	3
	0
	0
	15

	Flotation
	0
	0
	0
	0

	Other Government grant
	4
	3
	11
	0

	Other(s)
	6
	6
	11
	0

	Number of respondents
	69
	33
	19
	13


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q55A)

Table 4.71 What types of advice would you have used to secure these effects, if you had not received the IRS grant? (Multiple responses allowed)

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	None
	11
	9
	6
	18

	Accountant
	56
	53
	47
	73

	Management Consultants
	24
	18
	35
	27

	Finance specialists
	12
	15
	18
	0

	Technology Consultants
	3
	6
	0
	0

	Market research specialists
	0
	0
	0
	0

	Business Mentors
	5
	6
	6
	0

	LEC adviser
	5
	9
	0
	0

	Other(s)
	17
	18
	18
	9

	Number of respondents
	66
	34
	17
	11


Source: PACEC Survey (Q55D)

4.6.7 The LEC programme managers were also asked to rate the additionality of the IRS grant by considering how likely it was that the firm would have obtained external finance without the IRS grant.  Managers could provide a view on about half the grants given.  This was rated on a scale from 0 (would not have obtained the finance anyway – i.e. 100% additional funding due to IRS) to 100 (would have obtained the finance anyway – i.e. no additional funding due to IRS).  For almost half the firms (ie, 45%) they would not have received the funds or it was very unlikely.  Few grants were scored at 75% additionality or above, ie firms had a reasonable chance of securing funds or certainly would have done so.  See Table 4.72.

Table 4.72 Estimated additionality of external funding compared to grants approved in the 1st year

	Additionality 
	Number
	
%
	Committed IRS funds
	Average grant size

	0 – definitely not obtained
	13
	16
	£38,534
	£2,964

	25 – very unlikely
	23
	29
	£95,333
	£4,145

	50 – may / may not
	35
	43
	£94,208
	£2,692

	75 – reasonable chance
	7
	9
	£36,156
	£5,165

	100 – certainly obtained
	2
	3
	£4,000
	£2,000

	Grand Total
	80
	100
	£268,231
	£3,353


Source: LECS, PACEC

4.7 Firms’ Assessment of IRS
4.7.1 The final section of the interview was intended to provide an overall assessment of the IRS, and to consider how the scheme might be improved.

4.7.2 Firms were asked to consider the extent to which the advisers and the IRS scheme had encouraged and/or pressured them to seek venture capital finance.  31% reported some encouragement, while 5% replied that they had felt pressured.  See Table 4.73 and Table 4.74.
Table 4.73 To what extent do you think the advisers and the IRS scheme encouraged you to seek venture capital?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Strong encouragement
	13
	14
	11
	22

	Some encouragement
	18
	19
	17
	11

	No/little encouragement
	69
	67
	72
	67

	Number of respondents
	67
	36
	18
	9


Source: PACEC Survey (Q56A1)

Table 4.74 To what extent do you think the advisers and the IRS scheme put pressure on you to seek venture capital?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Strong pressure
	1
	0
	5
	0

	Some pressure
	4
	3
	0
	8

	No / little pressure
	95
	98
	95
	92

	Number of respondents
	77
	40
	19
	13


Source: PACEC Survey (Q56A2)

4.7.3 One very positive indicator of the value of the IRS support is that 97% of the firms taking part in the survey said that they thought the use of their resources committed to IRS was either “good” or “very good” value for money.  See Table 4.75.
Table 4.75 To what extent do you think the use of your resources/ finance committed to IRS was good value for money?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very good value
	47
	50
	39
	56

	Good value
	50
	47
	56
	44

	Poor value
	1
	3
	0
	0

	Very poor value
	1
	0
	6
	0

	Number of respondents
	68
	36
	18
	9


Source: PACEC Survey (Q57a)

4.7.4 49% of respondents believed that venture capital equity funding was appropriate or useful for their businesses.  This figure was lower in the “proactive” LEC areas (31%) and higher in the “selective” and other LEC areas (83% and 67% respectively).  Account-managed and client-managed firms were significantly more likely to believe that venture capital was appropriate (54% and 59%, respectively) than other firms (25%).

Table 4.76 Do you think venture capital is appropriate for your business?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Yes
	49
	57
	45
	47

	No
	36
	29
	50
	33

	Not Sure
	14
	14
	5
	20

	Number of respondents
	83
	42
	20
	15


Source: PACEC Survey (Q58A)

4.7.5 Companies were also asked whether the IRS involvement had made a different to their assessment of how useful venture capital equity funding was.  34% of firms answered that they thought it was “more useful” or “much more useful”.  Only 15% of those firms in “proactive” LEC areas had improved their opinion of venture capital equity funding, as against 83% in “selective” LEC areas and 46% in other areas.  See Table 4.77.
Table 4.77 As a result of your involvement in the IRS, do you think venture capital equity funding is more/less useful to your business?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	No change
	63
	56
	71
	63

	More useful
	26
	35
	18
	13

	Much more useful
	8
	6
	6
	25

	Less useful
	2
	3
	0
	0

	A lot less useful
	2
	0
	6
	0

	Number of respondents
	65
	34
	17
	8


Source: PACEC Survey (Q58C)

4.7.6 The survey respondents were asked to rate several aspects of the IRS grant, and the subsequent advice, on a 5-point scale from “very poor” to “very good”.  For all factors, over 60% of the respondents rated the scheme “good” or “very good”.  The most positively-rated factors of all were the quality of the external support (95% “good” or “very good”), and the advice on accessing equity funding (94%).  The area with which the companies were least satisfied was the actual amount of the grant (62% “good” or “very good”).  Table 4.78 gives the mean ratings for each factor, and the breakdowns for each area are given in Table 4.79 to Table 4.88.

Table 4.78 How would you assess the following aspects of the IRS grant? (Mean rating: 1=Very Poor, 5=Very Good)

	
	Statistics of all respondents. (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	The quality of the professional / external support
	4.4
	4.5
	4.0
	4.4

	Time taken to improve application for an IRS Grant
	4.1
	4.2
	4.1
	3.8

	The management and Admin of the grant
	4.1
	4.2
	4.0
	3.9

	What the IRS money could be used for
	3.9
	4.0
	4.0
	3.7

	Amount of the IRS grant
	3.8
	3.9
	3.6
	3.7

	Support from the LEC
	4.3
	4.6
	3.8
	4.4

	Time taken for payments to be made
	4.0
	4.1
	3.8
	3.9

	Debt / loan
	4.2
	4.4
	3.9
	4.1

	Equity
	4.5
	4.6
	4.4
	4.3

	Grants
	4.3
	4.5
	3.6
	4.3


Source: PACEC Survey (Q59amn)

Table 4.79 How would you assess the following aspects of the IRS grant?. (1) Time taken to approve your application for an IRS grant

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	1
	0
	4
	0

	Poor
	5
	2
	0
	19

	Fair
	11
	7
	22
	6

	Good
	48
	56
	30
	56

	Very good
	35
	35
	43
	19

	Number of respondents
	88
	43
	23
	16


Source: PACEC Survey (Q59A1)

Table 4.80 (2) Amount of the IRS grant.

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	1
	0
	4
	0

	Poor
	1
	2
	0
	0

	Fair
	36
	30
	43
	41

	Good
	44
	48
	39
	47

	Very good
	18
	20
	13
	12

	Number of respondents
	90
	44
	23
	17


Source: PACEC Survey (Q59A2)

Table 4.81 (3) What the IRS money could be used for

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	2
	0
	4
	0

	Poor
	6
	9
	0
	6

	Fair
	14
	14
	9
	29

	Good
	52
	49
	61
	53

	Very good
	26
	28
	26
	12

	Number of respondents
	90
	43
	23
	17


Source: PACEC Survey (Q59A3)

Table 4.82 (4) The management and admin of the grant

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	1
	0
	5
	0

	Poor
	1
	0
	0
	6

	Fair
	13
	11
	19
	12

	Good
	53
	55
	43
	59

	Very good
	31
	34
	33
	18

	Too early
	1
	0
	0
	6

	Number of respondents
	88
	44
	21
	17


Source: PACEC Survey (Q59A4)

Table 4.83 (5) The quality of the professional / external support 

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	2
	0
	9
	0

	Poor
	2
	2
	5
	0

	Good
	47
	41
	45
	53

	Very good
	48
	57
	41
	41

	Too early
	1
	0
	0
	6

	Number of respondents
	90
	44
	22
	17


Source: PACEC Survey (Q59A5)

Table 4.84 (6) Support from the LEC

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	1
	0
	5
	0

	Poor
	2
	0
	9
	0

	Fair
	9
	5
	23
	6

	Good
	37
	33
	27
	47

	Very good
	49
	62
	36
	41

	Too early
	1
	0
	0
	6

	Number of respondents
	87
	42
	22
	17


Source: PACEC Survey (Q59A6)

Table 4.85 (7)  Time taken for payments to be made

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	4
	2
	5
	7

	Poor
	2
	2
	0
	7

	Fair
	14
	14
	25
	7

	Good
	42
	38
	45
	47

	Very good
	30
	36
	20
	27

	Too early
	7
	7
	5
	7

	Number of respondents
	83
	42
	20
	15


Source: PACEC Survey (Q59A7)

Table 4.86 (8)  Advice to access other funds : Debt/loan

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	2
	0
	8
	0

	Fair
	11
	11
	8
	10

	Good
	47
	36
	58
	70

	Very good
	38
	50
	25
	20

	Too early
	2
	4
	0
	0

	Number of respondents
	55
	28
	12
	10


Source: PACEC Survey (Q59A8)

Table 4.87 (9)   Advice to access other funds : Equity

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	0
	0
	0
	0

	Fair
	9
	8
	9
	0

	Good
	36
	24
	45
	67

	Very good
	56
	68
	45
	33

	Number of respondents
	45
	25
	11
	6


Source: PACEC Survey (Q59A9)

Table 4.88 (10)   Advice to access other funds : Grants

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Very poor
	2
	0
	13
	0

	Fair
	11
	9
	25
	0

	Good
	39
	27
	38
	70

	Very good
	48
	64
	25
	30

	Number of respondents
	46
	22
	8
	10


A number is shown in bold where, taking into account the margin of error due to sampling, we are 95% certain that it is different from the number in the left hand total column (using a Chi-Squared statistical test)

Source: PACEC Survey (Q59A10)

4.7.7 Pre-start / start-up firms were very pleased with the quality of the support from the LEC and externally, and the advice on accessing all forms of finance; in particular, around three-quarters rated the advice on accessing equity and grant funding “very good”.  The firms in the “selective” LEC areas universally rated the advice on accessing all forms of funding “very good”.  Account-managed firms rated the support from the LEC, the management of the grant, and the time taken for payments to be made more positively than client-managed firms, who in turn were more positive than other firms.

4.7.8 Several suggestions were made in the open-ended question “how do you think IRS might be improved in the future?”, as set out in Table 4.89.  The most common were that IRS needed better promotion (10%, typically the larger firms), that the amount of funding could be increased, and that the scope of what the money could be spent on could be widened (8%, mostly the firms in the 0-5 employee sizeband).

Table 4.89 Finally, on the basis of your experience, how do you think IRS might be improved in the future?

	
	Percentage of all respondents (by size of company prior to grant)

	
	Total
	0-5
	6-20
	Over 20

	Was satisfied
	38
	43
	39
	24

	Needs better promoting
	10
	7
	17
	12

	Widen the scope of what the money can be spent on
	8
	11
	0
	6

	Increase the amount of funding available
	8
	11
	0
	12

	Documentation needs simplifying
	4
	7
	4
	0

	Ran perfectly well
	3
	7
	0
	0

	Get rid of the person we dealt with
	2
	0
	4
	6

	Need information packs for application procedures
	2
	5
	0
	0

	Need to get feedback on the scheme
	2
	2
	0
	6

	Fees, terms and conditions should be agreed up front
	2
	2
	4
	0

	Help pull things together
	2
	2
	0
	6

	Delegate to LECs
	1
	2
	0
	0

	Need a follow-up programme
	1
	2
	0
	0

	Too slow
	1
	0
	0
	6

	Need more expertise in specific sector
	1
	0
	0
	6

	None
	8
	7
	4
	18

	Don't know / Don't want to say
	20
	11
	35
	12

	Number of respondents
	91
	44
	23
	17


Source: PACEC Survey (Q60a)

4.8 Summary

Panel 4.1 Summary of key results
● The profile of support reflects a broad range of company sectors and sizes.  41% of those interviewed were pre-starts or start-ups.

● 42% rated the importance of the IRS grant to their firm as “critical”, and a further 40% as “very important”.

● 52% of firms found it “quite easy” to provide the financial contribution required for the IRS grant; 35% found it “quite difficult”, but only 15% used external financial sources to help make their contribution.

● 94% of firms were able to obtain the full amount of IRS grant which they sought.

● 34% of firms thought that venture capital was  “more useful” or “much more useful” to them as a result of IRS support.  This was less common in “proactive” LEC areas.

● The main broad objectives in participating in IRS were to lever in additional finance, and to prepare a specific output such as a business plan or marketing strategy.  The most common specific objectives were to improve the skills of the management staff to prepare, develop and present a business case.

● 73% of firms had not sought funding before applying for IRS.  51% of had been directed to IRS by their LEC.

● 74% of pre-start businesses started a business as a result of IRS assistance, and a further 11% were likely to.

● 89% of firms said that their objectives had been wholly or largely satisfied by their participation in IRS.

● 80% of respondents stated that they had improved, or would improve, skills to develop or present a business case.  76% had successfully prepared a business plan.

● 62% of firms had sought additional finance since their participation in IRS, and 24% were likely to in future.

● There was a very close match between the total amount of additional finance achieved as stated by firms and by the management information, confirming the first year estimate of £57.9 million.

● 80% of firms believed that IRS assistance had made it easier to obtain some sort of funding, and that the grant and assistance were important in establishing links with sources of finance.

● 72% of firms had become more likely to seek external business support in future

● 82% of firms stated that IRS support had made their business more profitable

● 11% of those firms which had accessed external finance would definitely have done so without IRS support.  15% would definitely not.
● Of the firms that had obtained additional finance following the IRS grant 15% said they would definitely not have been able to, while 11% said they would have been able to.

● Of the firms that claimed intermediate effects of IRS (for example on their ability to prepare business plans ) and business performance impacts.  39% of firms said the effects would have occurred anyway (albeit later and smaller in scale) while a slightly smaller proportion of around a quarter thought they would not have done so.

● The LEC IRS programme managers were of the view that 35% of firms were unlikely to have received funds instead of IRS while 11% had a reasonable chance of doing so.
● 69% of firms reported little or no encouragement to seek venture capital funding in particular.

● 97% of firms thought that IRS represented good or very good value for money.

● 34% of firms thought that IRS had made them think that venture capital equity funding was more useful to their business.

● 95% of firms rated the quality of the external support as “good” or “very good”, with 94% rating the advice on accessing equity funding (if given) as “good” or “very good”.

5 In depth interviews with firms

5.1 Introduction
5.1.1 Ten in depth qualitative interviews were conducted with selected firms in order to gain further insights into some of the issues arising from the quantitative interviews and survey results. Six firms were selected which had successfully met their objectives from participating in IRS and four firms which generally did not.  A semi structured in-depth interview was held which was designed to draw out detailed information on the impacts of IRS on the firms and help understand the reasons why these impacts had occurred. The aim was to get behind some of the answers given in the telephone interview. The chapter deals firstly with the successful firms and the factors which influence this.  Secondly, it deals with the firms that were less successful.
5.2 The Successful firms

Background to participation in IRS
5.2.1 In depth interviews were conducted with firms in manufacturing (3 firms), the business service sector (2 firms) and retailing (1 firm).  Most firms had business support from their Local Enterprise Companies over a period of time prior to their involvement with the IRS programme.  All firms needed additional funds to allow them to develop and were all referred by their LEC to the IRS scheme. However the specific reasons for seeking investment differed from case to case as illustrated below:

· One respondent indicated that his company was at: “the last stage of product development”, and needed funding to start trading. “The LEC advised on what needed to be done in order to be attractive to investors”.

· Another respondent explained: “We needed to buy new machinery and tools to keep up with modern technology to improve efficiency and competitiveness. We wanted to apply for a grant to purchase these. The LEC advised us that we needed to structure our business plan to show costs and the knock on effects of not being able to buy the machinery. They suggested IRS to help prepare the plan”.

· In another case, the firm was working on a microelectronic products project with the LEC, looking at ways they could get funding to move from the concept stage to product development and get products to market. They were advised by the LEC to seek external advice for the finance and to use IRS.
· One company was in discussion with their LEC advisor about applying for a Growth Fund grant. The advisor indicated that they had to improve their business plan. The interviewee commented: “At the same time, we were bringing external investors in, and they said that we needed an independent cash flow forecast and business plan. The LEC adviser suggested the IRS grant to help us to prepare the plan.”

· Two manufacturing firms were seeking to expand and improve their range of products in order to increase sales. For one, this was essential for them to survive. As such, they needed funds. Both were advised by their LEC to improve their business plan, and investment propositions, and were referred to IRS.

The Impacts on Firms and Key Factors to Success
5.2.2 For all firms, the ultimate outcome sought from participating in IRS was additional investment. All six firms said that the scheme wholly satisfied this objective. There were also a number of other important outcomes related to this including improved skills for business planning and bidding for finance.


The initial and ongoing advice

5.2.3 Most respondents agreed that the initial advice and guidance received from the LECs in terms of what they needed to do was a key factor in their success. There were comments such as: “The LEC advised us on what we had to do to look attractive to potential investors which helped a great deal” and “The help received from the LEC was exactly what we were looking for. I was advised by the LEC that I needed an improved business plan and should seek funding for this”. . Another company pointed out: “The responsiveness of the LEC was invaluable, in terms of guidance through the IRS process and signposting to external consultants which saved a lot of time which we did not have.” Another interviewee said: “The advice from the LEC was impartial; we were introduced to three firms of financial specialists from which we could choose an advisor.”

5.2.4 As a result of the initial advice from the LEC, firms were able to identify and work with an adviser who strengthened their business plan and their skills.  It was generally felt that the quality of the external advisers was an important factor in ensuring firms secured additional funding. One person commented: “Our approach was excellent because of the quality of the external adviser and of the advice received.”

The Business Plan
5.2.5 All firms agreed that the improved business plan resulting from the IRS support was the key to them securing finance. There were comments such as:”An improved business plan was critical”, and “The Bank would not have given us the loan we received without a useful business plan”. Another respondent explained: “We already had a business plan but we needed to ensure it fitted the aims of particular investors. The financial adviser gave us advice on how to go about it.” In another case, the respondent said: “We were able to obtain a grant because of the guidance received on how to structure our business plan and case.”

5.2.6 The ability to present a solid business proposition to investors was also seen as a factor enabling companies to secure investment with comments such as: “the key to getting the funding was that through the IRS process as we were able to present a worthwhile business proposition which attracted investors. The steer and guidance of the accountant and adviser was key to that.”
5.2.7 One respondent said that the advice he received on the type of investor he should look for was a critical factor which helped the firm obtain investment. He explained: “Through the advice from the LEC and the adviser, it became clear that we had to look for investors with a technology background. This was new and useful information for us.  “It helped us to shape the business plan accordingly”.

Improved skills

5.2.8 All firms stated that participating IRS had a positive impact on their skills especially to help them understand, prepare and present a business plan. One firm noted: “The guidance from the LEC and the consultant improved our presentation skills and our ability to set out the business plan for funders.”  Another firm pointed out:” The information that we received helped us to improve our ability to present our plan.” 

5.2.9 Firms had a better understanding of the financial side of their business plan.  One respondent declared:  “Going through the planning process improved our skills and the way we approached and organised financial data”.
5.2.10 The majority of respondents said that IRS has improved their knowledge of the finance that was suitable for them.  One interviewee pointed out: “We received guidance on what type of finance was suitable for us for our stage of development.” Another claimed: “We now know that Angel investment is suitable for us and we are more confident to approach Angels”.  Consultants generally had signposted firms to the relevant sources of funding and the firms had more confidence and skills to approach investors themselves.


Recognition of venture capital funding

5.2.11 Several firms thought that recognition that equity funding was more appropriate for their companies was a key factor in their success.  There were a number of reasons. First, the level of VC funding was greater and hence more could be done.  One person said that level of funding could not be obtained elsewhere.  Another firm explained: “The VCs have a definite goal which is to make money by building the company and lining up a trade sale”.  This aim reflected that of the firm.   Another respondent commented: “Venture capital improved cash flow freeing up working capital.”


The ability to get to market
5.2.12 The majority of firms thought that IRS is likely to have a positive effect on their business performance with direct effects on sales and employment.  The ability to get to identify and get to market quickly was a key factor.  One respondent explained: “The additional advice and investment allowed us to manufacture products quickly and exploit them.  This increased turnover, profit, employment and the value of the business.”  Another respondent said new machinery was the key “By being able to buy new machinery we were able to keep up with modern technology. We became more competitive being able to manufacture better products quickly. This increased sales and efficiency.”  Another firm was able to develop a new range of products, take them to market and help the business expand.

5.2.13 One manufacturing firm said that venture capital was more appropriate because: “We are high risk high return”.  This suited the VCs.  One software company stated they were high risk and generally secured a good return for investors.”

Additionality

5.2.14 For all six firms interviewed, the impacts resulting from IRS would not have been the same without it for a number of reasons.  Most firms indicated that the process of obtaining finance would have been slower. One firm would not have been able to start trading because it did not have the cash to prepare the financial data needed to obtain investment. When asked what they would have done in the absence of IRS, one owner of a start-up firm said:  “I could not have continued the project, I would have found a job.”  Another firm explained that they would have had to delay the purchase of new machinery.  This would have had a knock on effect delaying production, efficiency, sales and competitiveness.  In another case, the owner of a micro firm would have had to use an overdraft to pay their IRS adviser. He said: “The process would have taken longer and the adviser may have thought they would not get paid.  The IRS grant was a bonus and it speeded up the whole process.”
5.2.15 The firms said the effects would not have occurred on the same scale and would have been smaller. One of them added : “The impact would have been smaller, the whole thing would have been delayed by about a year, and would not have developed the skills to put together a worthwhile investment proposition for funders”

Improvements to the scheme

5.2.16 There was little feedback on potential improvements to IRS.  Most successful users were very positive about IRS and were unsure what to suggest.  The marketing of the scheme however was mentioned a number of times: It was considered that IRS needed to be promoted at a “lower level”.  It was not well known amongst smaller Angels and individual investors.  It was also suggested that more companies should be made aware of the scheme in the sense that it was thought other firms, and contacts, could benefit.  There was one comment that “the payment could have come faster”. One firm also suggested a higher level of grant
5.3 Unsuccessful Firms

5.3.1 The views of firms who had been unsuccessful in obtaining an IRS grant are shown below.  The feedback from unsuccessful firms was limited. IRS had few positive impacts on them and they were not willing to provide details.
Background to participation in IRS
5.3.2 Four in depth interviews with firms were conducted. Two firms were from the service sector, one was in manufacturing and one in the retail sector. All firms were referred to IRS by their LECs.  They were seeking funding and further investment.  The context varied from case to case.

· One firm said: “I wanted to take the business to the next level and ensure the company complied with new legislation.  I already had a business plan but it was judged to be inadequate. I was advised by the LEC to go to the experts using IRS money.”

· In two instances, the firms were seeking to grow and needed additional working capital. One of them said:” We had very little working capital as we are in a high cash turnover business. I needed working capital and investment capital.”

· The fourth firm also wanted further investment to grow their business.  The comment was: “I was looking for specific advice on the pricing structure for our products and wanted to identify and segment strategic markets.”

Impacts of IRS on firms and key factors

5.3.3 All firms indicated that the ultimate outcome of participating in IRS was to obtain funding. However none of them managed to do so. One firm’s proposition for funding was awaiting a decision, two had been refused and one had not applied. There were a number of reasons why interviewees did not feel that they had satisfied their objectives.


The initial and ongoing advice
5.3.4 In the view of unsuccessful firms the role of the LEC and external advisers was seen to be an important issue. One respondent commented:” I was very pleased with our mentor from Scottish Enterprise.  If the external consultant had been as competent, things would have been different”.  In most cases, although firms were satisfied with the quality of the LEC advisers, they were not satisfied with the quality of the external advisers. This significantly contributed to lack of success although it was likely that the advisers had successfully advised other firms.  One of them said “The IRS grant should be approved only after clear tasks and outputs had been agreed with the adviser”.  Another interviewee commented “The consultant produced no information we did not already have”.  
5.3.5 Also it was considered, by firms, that advisers did not identify what funding is appropriate for the firm. One respondent explained: “I was advised to go for a grant.  My application was then rejected because I didn’t export. This was down to poor advice.”


The Business Plan
5.3.6 All firms agreed that a good business plan was a key to accessing further finance and yet again most firms were disappointed with their business plan.  One interviewee stated: “They took my original business plan and plagiarized it.  They just altered a few sentences before giving it back to us.”


Skills

5.3.7 Few respondents said IRS support had helped improve their skills to appraise their options or prepare business plans. How to identify suitable sources of funding was the one area where skills had improved to some extent.

Appropriate funding

5.3.8 Most firms were not sure which type of funding was appropriate for them.  However, they did not think that Venture capital and equity funding were appropriate for them with comments such as: “I would not want others to own the business with me” and “VCs look for huge profits.  They would milk our business to achieve their aims.”

Improvements to the scheme

5.3.9 Mainly, firms thought that better external consultants and advisers was the key to success.  These needed to be knowledgeable in all aspects of support and be aware of how to shape business plans for the appropriate investors and transfer skills to firms.
5.4 Summary
Panel 5.1 The Summary Results
The Successful Firms
● Firms were mainly seeking to obtain funding to start trading, purchase machinery, develop and market products, and improve their product range.  A business plan was necessary to move forward.

● All firms sought additional investment and had achieved this objective.

● The main success factors were the initial advice from the LEC, the identification of external advisers and the quality of the advice.  Linked to this, the business plan and the ability to present a solid business plan were important.  IRS had a positive impact on skills, especially to understand, present and prepare a business plan.  Firms were successful because they had recognised the appropriateness of equity funding and venture capital and they were able to develop products and get to market quickly.
● In the absence of IRS, progress would have been slower end narrower in scope.

● There was limited feedback on potential improvements.  The main ones were alerting the smaller individual investors sand managers to IRS and raising its visibility more widely for other firms.

The Unsuccessful Firms

● Firms were primarily seeking to grow their businesses and sought IRS support to help obtain investment and working capital.

● None of them was able to obtain additional funding.

● The main factors, in their view, which prevent success were poor quality external advisers and advice on the type of finance to obtain, poor business plans, little improvements is their skills and a failure to recognise, or be advised on what was appropriate funding.

● To improve IRS, the unsuccessful firms considered that better external consultants and advisers were required who were knowledgeable on all aspects of support and who could shape business plans for the appropriate investors.
6 Views of Advisers
6.1 Introduction
6.1.1 Twenty qualitative interviews were conducted with external consultants and advisers who had provided support to IRS firms.  This element of the research sought to gain further insights into the IRS programme from their perspective.  About half the consultants had advised several firms and gave a general view on IRS.  The remainder had advised one firm.  This chapter sets out the views of consultants and advisers on the objectives of firms and the barriers they faced when seeking investment, such as a lack of skills, internal resources and time.  It then considers the intermediate effects and outputs of IRS such as the improved business planning skills and practices in firms and the factors which have enabled firms to secure funding.  Finally the chapter assesses the operation and delivery of IRS from the consultant’s point of view, for example, the amount of grant received, the management and administration of the scheme and potential improvements to it.
6.1.2 Twelve of the consultants were accountants and eight were business advisers. All provided general investment readiness advice outside the IRS programme. 

· Half  of the advisers offer investment readiness advice to firms at any stage of development

· A quarter of advisers offer support mainly to start-ups and pre-starts.

· A quarter provide support to established businesses seeking to grow

6.1.3 The main services offered were business planning and presentation guidance, financial forecasts, audits, the identification of appropriate sources of funding and signposting to potential investors, negotiations to help secure finance and strategic management and marketing advice.
6.2 The objectives of firms and barriers faced

6.2.1 The main objective of firms when seeking support, in the view of advisers, was to raise finance. They were generally looking to attract investment in the form of grants, debt finance or equity finance in order of priority. The reasons for seeking finance varied according to their stage of development.  For pre-start and early stage firms the main reasons were:

· To put business ideas into practice 

· To develop products and services

· To undertake final product testing

· To get the company and products to market

· To develop new markets

6.2.2 For more established businesses the main reasons were:

· To grow the company 

· To turn the business around

· To help the business survive and grow
6.2.3 Most advisers said that some of their clients had previously attempted to raise finance without support and failed. They subsequently came to them on the recommendation of others, especially the LECs.

6.2.4 There are a number of barriers faced by firms, in the view of advisers, when seeking investment regardless of their stage of development. These are: 

· Lack of business planning skills. According to the majority of advisors a large number of their clients did not have a suitable business plan and others did not have one at all. Firms simply did not know how to present a business plan in terms of the format and layout or they lacked the expertise to include financial forecasts in the plan.

· Lack of knowledge of sources of finance and appropriate funding. Firms that sought equity funding were unaware of what venture capitalists were looking for and the type of bid for monies that they preferred. Also, some companies were not suitable for equity funding and therefore they needed to be advised against it.
· Lack of clear and coherent strategic direction for the business which was a disincentive for potential funders. 

· Lack of presentation and communication skills. Half of the advisors said that their clients lacked skills to communicate ideas and develop and present a business case. One adviser commented “Firms failed to realize how far they needed to progress to be able to present a successful business case to investors”.
· Lack of time.  Owners and managers of smaller firms were looking for the next sale or were firefighting to maintain quality.
· Lack of ambition.  Scottish firms did not tend to be high growth while the private equity market was attracted by high growth companies that would provide a pay-off.  Hence there could be something of a mismatch in aspirations between firms and investors.
· Some start-ups are also faced with the issue of credibility and the fact that consequently there were fewer sources of finance available to them. The private equity market was not interested in early stage companies which had not established some credibility.

· There was a market gap in the availability of small scale equity funds, ie up to £75K.  Hence there was a supply side barrier for small firms and start-ups. 

6.3 Intermediate effects and outputs

6.3.1 In the majority of cases, in the view of advisers, the tangible outputs which resulted from IRS support were a business plan, an investment proposition, an investor prospectus, some projections of costs and revenues, patents and some marketing presentations.

6.3.2 All advisors agreed that their clients improved their knowledge of sources of funding available, their business planning skills, presentation skills, general management, financial management and marketing skills. Firms gained knowledge of how the business planning process worked and realised the importance of a good plan. 

6.3.3 However the large majority of advisers thought that although IRS beneficiaries might be better placed, in part, to deal with investment readiness issues themselves in future, they would still need some external support. This is partly due to the fact that some of the advisors offer very specialised services to focus bids and that some businesses would not have the time or the in-house expertise to prepare prospectuses without support. 

6.3.4 Assistance to negotiate the terms of deals made the external support invaluable. While firms were better placed to prepare a business plan they would still need advisers’ help to obtain funding.  Advisors specialised in developing relations with investors.  They worked with the funders, bringing them propositions that were interesting and introducing them to firms.  As a result the majority of external consultants have maintained a relationship with their clients following IRS. 

6.3.5 According to the advisers, the large majority of IRS firms have been successful in obtaining funding as a result of IRS support. The types of funding varied from bank loans to public sector grants and private equity to match the internal monies put up by firms.

6.3.6 The key factors in allowing them to obtain the finance were:

· An improved business plan

· More robust accounts (including cost and revenue projections)

· Better presentations for funding given by the firm

· A clear coherent strategic direction for the business

· A solid / stable business with demonstrable growth prospects
· Filing a patent, which encourages investment as it opens up intellectual property returns
· An improved management team

· Demonstrating knowledge of key markets for products and services
6.3.7 Advisers were confident that IRS clients, who had secured funding, were likely to improve their business performance in terms of employment, turnover and profitability in time. However, at the time of writing, it was too soon for them to be able to comment on the performance impacts to date.
6.3.8 Opinions of the advisers were divided when advisers were asked whether firms were more likely to consider equity funding as a result of the IRS support. 

· Five respondents were positive, with comments such as “hopefully” or “in due course” 

· Thirteen advisors were not so positive and a minority stressed that equity funding “was always the last thing firms go for.  They prefer grants first and loans second”. Equity finance was harder for firms to get and firms preferred banks for loans. 

· Most advisors did not raise the expectations of clients about their ability to raise equity finance and tried to take a realistic view of the options with them.

6.4 Additionality

6.4.1 Half of the advisors said that firms would possibly have been able to progress, over time, to improve their investment readiness. However, it was felt that progress would have occurred on a smaller scale and that many firms would have given up through frustration.  Eight advisors (nearly all the remainder) felt that most of their clients would not have been able to go through the process of preparing business plans without their support and the funding from IRS.

6.5 The Operation and Delivery of IRS

6.5.1 Most advisers did not believe that companies receiving IRS advice are fully aware of the intended purpose of IRS funding. Although it seems clear to some firms that IRS is a business development support programme, generally firms were not aware that the scheme sought to encourage the use of equity by firms. Firms view IRS as a support programme enabling them to seek external advice and cover the cost of this.

6.5.2 Although advisers mainly felt that they had a clear remit from the firms for the advice they provide, there seemed to be a degree of uncertainty, amongst advisers,  over the IRS programme and its intended purpose. Half the advisors said that they would like more information explaining what the scheme aims to do and the eligibility criteria for firms.  There also seemed to be some confusion over the other services provided by Scottish Enterprise and the LECs and their similarity to and relationship with IRS. Most respondents agreed that there is a lack of clarity regarding the support on offer and which types of companies it was for (eg by stage of development).
6.5.3 For some advisors the names of services kept changing and they didn’t know what they covered. In some instances the Business Gateway was positively referred to as helping streamline and clarify information on services. 

6.5.4 The low profile marketing of IRS was one of the main issues and nearly all advisers said the marketing was not adequate. It was referred to as “invisible” and “non existent”. Consultants felt that it would be difficult for them to recommend the scheme to firms as they were not fully informed themselves.

6.5.5 When asked about the strategic fit of IRS to other services thirteen respondents were unable to identify a role for IRS. Seven respondents thought that IRS did fit well with other services and, in some cases, preparing the business plan helped identify other sources of support.
6.5.6 A large majority of advisors signpost their clients to potential sources of future funds, and half introduce businesses to specific Venture Capitalists, Business Angels or other sources of funding and get involved in discussions and negotiations. Some advisors refer firms back to the LEC for further specialist support.  The majority of respondents said that firms generally returned to them for future advice.
6.5.7 When asked whether they thought that the appropriate businesses were receiving IRS funding, half of the advisors were unsure, while just under half said they were.

6.5.8 There were mixed views on the issue of what the funding could be used for, two thirds saying the scope was about right and one third saying that it was too narrow and that businesses had various needs which required flexibility. 

6.5.9 Half of the advisors said that the amount of IRS grant received by firms was at the right level while the other half thought that it was too low. It did not allow sufficient interaction between them and the client. The majority of consultants thought that the grant was well managed by LECs and the administration was satisfactory. Some considered that there was a lack of support from the LECs and that there was a communication issue on further support and schemes available to firms.

6.5.10 For almost all advisers, their experience with IRS companies had no significant impact on the services that they provide or on their skills. A minority slightly restructured their services to fit IRS but there were no significant impacts and the point was made that advisors always learned to fit their services to schemes. 

6.6 Improvements to IRS

6.6.1 Reflecting the above points the main improvements suggested by advisers were:
a A number of actions to improve the marketing of IRS and to raise its profile: 

· Improved information on the aims of IRS and the qualifying criteria

· Better information on Scottish Enterprise and LEC websites

· Wider advertising in the press and greater use of a PR brochure
· Increasing access and user friendliness for SMEs
· Marketing the scheme through the advisers and accountants as key channels of information for firms

· Briefing sessions within the LECs to make sure staff were familiar.

· Briefings between the LECs and external advisers. 

· Setting up a database of external advisers to inform them of schemes and firms who require support
b The amount of grant:
· The amount of grant should be increased especially to encourage companies to seek equity funding. 
· Two types of grant could be provided. One of these would be for firms seeking equity funding only. The amount of grant would be higher and more difficult to get. The other type should stay as the current IRS grant.

· Widening the scope of IRS to provide flexibility for firms.
6.6.2 It was also suggested that the IRS scheme should be more of a “customer ready scheme” rather than an “investor ready scheme”. Before trying to attract investors firms could get to market and secure customers with the grant learning how to sell and develop a revenue stream. Gaining customers was a key issue to success which would subsequently attract investors.  

6.7 Summary
Panel 6.2 Summary of Key Results

These conclusions are the views of advisers to IRS firms.
● The main objective for firms when seeking IRS support was to raise finance.

● The main barriers to investment readiness faced by firms were the lack of business planning skills, knowledge of sources of finance, presentation and communication skills and a lack of time.  Many firms did not have a clear strategic direction.

● Some of the smaller firms did not have the time to identify funders, or they lacked credibility.  Others did not share the growth aspirations of funders.

● The smaller firms faced a gap in the market of up to £75K

● The tangible outputs of IRS support were a business plan and an investment proposition.

● Advisers agreed that as a result of IRS support their clients had a better knowledge of funding sources, they improved their business planning skills, presentation skills, marketing and financial management skills.

● Almost all firms while improving their investment readiness would still require external support to successfully negotiate funding deals.

● The large majority of firms obtained funding as a result of IRS support.

● Key factors to success were thought to be an improved business plan and better presentations for funders.

● Advisers were confident that successful firms were likely to improve their business performance over time.

● Opinions were divided on whether or not firms were encouraged to look for equity funding following the IRS process.

● Half of the respondents felt that their clients would possibly have been able to achieve the impacts without their support but it would have taken longer and on a smaller scale. Eight respondents (nearly all the remainder) did not think firms would not have been able to prepare business plans without IRS support.

● The majority of advisers do not believe that IRS firms are fully aware of the intended purpose of IRS funding.  Some firms thought it was general support for business development.  They were not aware it sought to encourage the use of equity finance.

● The low profile marketing of the scheme was a key issue, all advisers saying it was not adequate.

● Most advisers could not see a strategic fit between IRS and other services.

● The majority of respondents signpost their clients to sources of funding with the majority of them introducing firms to Venture Capitalists and Business Angels

● The majority of respondents thought that the process was well managed but there were mixed views on the level of grant and what the money could be used for.  Larger grants and greater flexibility could be introduced.
● IRS had little impact on the services provided by advisers although they made some adjustments to reflect the aims of IRS.

● The main improvements suggested by advisers were:
      - Improve information on IRS and wider marketing including the use of advisers and accountants as key channels.

      - Examine an increase in the amount of grant available to encourage firms to seek equity funding and allow greater flexibility.

7 Conclusions and Policy Implications

This final chapter summarises the results of the preceding chapters.  It also examines the evidence that has been researched to address the specific evaluation questions.  Finally, it outlines some policy issues on the future operation of IRS

7.1 Summary of the Results
The IRS Programme Management Information
· 177 grants approved in first year, of which 139 have now completed; total committed funding of £578,384 (average £3,638 per grant)

· First year grants were concentrated in Lanarkshire (60) and Glasgow (45)

· £57.9 million in funding resulted from IRS grants approved in first year; mostly in Lanarkshire, Glasgow, and Edinburgh and Lothian

· The majority of IRS clients were pre-existing Scottish Enterprise clients as part of the network, with some 60 account managers

· Half of grants given to start-ups
The Policy Context and the LECs
· For some LECs, in the view of managers, IRS had not led to additional services for firms: as part of account management and the high-growth new start programme there were similar services.

· However, with IRS in place the capacity of LECs had increased and IRS enabled additional support to be given where there were limited discretionary funds or IRS could provide a larger grant than other policies would allow.

· There is variation between LECs on whether IRS promotes private sector equity.  One model used by LECs sees IRS as a means of promoting it.  The other sees equity as part of business development in the round designed to meet client needs.

· Take up is higher in LECs which retain a corporate finance expertise and focus on finance and / or where LECs adopt a pro-active delivery model.  It is lower where LECs have a more flexible approach to support or they appear to account manage the larger and / or established firms.

· IRS, to prevent it from becoming consultant driven, has not been promoted outside the SE network and is “marketed” to internal staff who account manage firms.

· IRS is mainly used for the Network’s existing client base and, as such, is usually accessible to a limited range of firms.  This could be problematic if many eligible companies are outside the SE system.  However, the market penetration of IRS is not known.

· Business Growth Fund is an important supplier of equity to IRS users – Private sector equity providers, while acknowledging the usefulness of IRS, are unsure whether it has affected the number and quality of proposals from firms.  The quality of proposals is one of several factors which influence VC or business angel investments.

· All programme managers see a lack of investor readiness as a key issue.  In their view, IRS can alleviate, rather than overcome, it.  For managers issues which influence its use and, for example, the scale and size of grant (in terms of administrative costs and its role in adding little new to what is largely already done) and/or the perception that as it is a programme (with targets and specific purposes) which may run counter to a flexible wider business development service.
The Impact on IRS Firms
· The profile of support reflects a broad range of company sectors and sizes.  41% of those interviewed were pre-starts or start-ups.

· 42% rated the importance of the IRS grant to their firm as “critical”, and a further 40% as “very important”.

· 52% of firms found it “quite easy” to provide the financial contribution required for the IRS grant; 35% found it “quite difficult”, but only 15% used external financial sources to help make their contribution.

· 94% of firms were able to obtain the full amount of IRS grant which they sought.

· 34% of firms thought that venture capital was  “more useful” or “much more useful” to them as a result of IRS support.  This was less common in “proactive” LEC areas.

· The main broad objectives in participating in IRS were to lever in additional finance, and to prepare a specific output such as a business plan or marketing strategy.  The most common specific objectives were to improve the skills of the management staff to prepare, develop and present a business case.

· 73% of firms had not sought funding before applying for IRS.  51% of had been directed to IRS by their LEC.

· 74% of pre-start businesses started a business as a result of IRS assistance, and a further 11% were likely to.

· 89% of firms said that their objectives had been wholly or largely satisfied by their participation in IRS.

· 62% of firms had sought additional finance since their participation in IRS, and 24% were likely to in future.

· There was a very close match between the total amount of additional finance achieved as stated by firms and by the management information, confirming the first year estimate of £57.9 million.

· 80% of firms believed that IRS assistance had made it easier to obtain some sort of funding, and that the grant and assistance were important in establishing links with sources of finance.

· 72% of firms had become more likely to seek external business support in future

· 82% of firms stated that IRS support had made their business more profitable

· Of the firms that had obtained additional finance following the IRS grant 15% said they would definitely not have been able to, while 11% said they would have been able to.

· Of the firms that claimed intermediate effects of IRS (for example on their ability to prepare business plans ) and business performance impacts.  39% of firms said the effects would have occurred anyway (albeit later and smaller in scale) while a slightly smaller proportion of around a quarter thought they would not have done so.

· The LEC IRS programme managers were of the view that 35% of firms were unlikely to have received funds instead of IRS while 11% had a reasonable chance of doing so.
· 69% of firms reported little or no encouragement to seek venture capital funding in particular.

· 97% of firms thought that IRS represented good or very good value for money.

· 34% of firms thought that IRS had made them think that venture capital equity funding was more useful to their business.

· 95% of firms rated the quality of the external support as “good” or “very good”, with 94% rating the advice on accessing equity funding (if given) as “good” or “very good”.

In depth Interviews with Firms

The Successful Firms
· Firms were mainly seeking to obtain funding to start trading, purchase machinery, develop and market products, and improve their product range.  A business plan was necessary to move forward.

· All firms sought additional investment and had achieved this objective.

· The main success factors were the initial advice from the LEC, the identification of external advisers and the quality of the advice.  Linked to this, the business plan and the ability to present a solid business plan were important.  IRS had a positive impact on skills, especially to understand, present and prepare a business plan.  Firms were successful because they had recognised the appropriateness of equity funding and venture capital and they were able to develop products and get to market quickly.

· In the absence of IRS, progress would have been slower end narrower in scope.

· There was limited feedback on potential improvements.  The main ones were alerting the smaller individual investors sand managers to IRS and raising its visibility more widely for other firms.


The Unsuccessful Firms

· Firms were primarily seeking to grow their businesses and sought IRS support to help obtain investment and working capital.

· None of them was able to obtain additional funding.

· The main factors identified by firms who were unsuccessful in obtaining an IRS grant which prevent success were poor quality external advisers and advice on the type of finance to obtain, poor business plans, little improvements is their skills and a failure to recognise, or be advised on what was appropriate funding.

· To improve IRS, the unsuccessful firms considered that better external consultants and advisers were required who were knowledgeable on all aspects of support and who could shape business plans for the appropriate investors.
Views of External Consultants and Experts

· The main barriers to investment readiness faced by firms were the lack of business planning skills, lack of knowledge of sources of finance, lack of clear strategic direction, lack of presentation and communication skills and lack of time.

· All respondents agreed that their clients improved on their business planning skills, presentation skills, marketing and financial skills.

· Firms were thought to have improved their knowledge of sources of funding

· All respondents were confident that successful firms were likely to improve their business performance.

· The type of funding varied from bank loans, private equity, bank equity public grant and match funding

· Key factors to success were thought to be a better presentation of accounts, improved business plan, strategic direction for the firm, a stable business and a good management team.

· Opinions were divided regarding whether or not firms were more likely to look for equity funding following the IRS process.

· The majority of advisers do not believe that IRS beneficiaries are aware of the intended purpose of IRS funding and thought IRS assistance was too targeted. There seems to be considerable confusion over the services provided by Scottish Enterprise and the LECs

· The majority of respondents signposts their clients to sources of funding with the majority of them directly linking with firms with Venture Capitalists and business Angels

· Half of the respondents felt that their clients would possibly have been able to achieve the impacts without the intervention but it would have taken longer and on a smaller scale. Eight respondents did not think firms would not have been able to go though the process without IRS support.

· The majority of respondents thought that the process was well managed but there was mix feeling regarding the level of grant and what the money could be used for. It was felt that there was a communication problem between the LECs and firms.

· Respondents thought that IRS should be marketed through them and that there should be some clear explanatory literature about the scheme. It was also thought that the profile of the scheme should be raised and that the scheme should be more users friendly. 

7.2 The Evaluation Questions 

The Operation of IRS
7.2.1 At the end of the first year IRS was operating successfully in that some 174 grants had been allocated with committed funding of £576,000.  Almost half the grants went to start ups, and over half of firms were seeking to grow rapidly, with manufacturing and business services well represented including high-tech manufacturing firms and computing and R&D firms.  However the distribution across LECs was uneven and probably reflected the potential target population in each area.  A group of LECs were ‘proactive’ and awarded a higher number of smaller grants to firms while several were ‘selective’, approving a small number of larger grants.

7.2.2 The IRS LEC managers ‘market’ the scheme primarily to internal staff, rather than throughout the network.  IRS generally forms one element of a wider business support package.  Few firms combined the IRS support with other sources of finance.  Almost all firms had sought, or were likely to seek, additional finance as a result of participating in IRS.  This was mainly from banks but did include public sector finance schemes.
Aims and Reasons for Take-Up

7.2.3 Discussions with the LEC managers indicated that most firms were aware of IRS through the LEC account managers, consultants and advisors.  The LECs helped shape the applications and aims of firms, ie primarily to use IRS to help them improve the skills of senior staff to help prepare, develop and present a business case aimed at levering in additional finance to grow the business and increase profits.
7.2.4 Most firms had used business advice prior to being awarded the IRS grant, including accountants and LEC advisors.  However, three quarters did not seek additional sources of finance before applying for IRS primarily because their LEC advisor persuaded them to use IRS or they were not aware of other sources.  LECs also guided the firms to consultants who were primarily already in the LEC network.

7.2.5 The firms were not ‘investment ready’, in their view, and could not obtain funding because they lacked the skills to develop, present and communicate their business case, and successfully bid for finance.  Their attempts to meet business objectives were inhibited by a lack of finance and skills especially amongst smaller firms.
The Intermediate Impacts

7.2.6 Nine out of ten firms said that IRS had met their expectations and their objectives had been wholly or largely satisfied.  

7.2.7 IRS had changed the awareness and practices of firms.  They have improved knowledge of the availability of debt / loan, equity and grant finance.  Over three quarters of firms had prepared a business plan with IRS support and it had significantly improved their skills to identify sources of finance for fund the business plan, make a bid for finance, develop and present a business case.  Hence IRS had considerably strengthened investment readiness from the perspective of developing a business plan and the ability to raise finance.
7.2.8 This is borne out by the findings that some three fifths of firms had sought additional finance as a result of their participation and a further quarter were likely to.  Almost all of those who had sought finance had been successful.  IRS had made it easier for firms to obtain further finance and helped address the barriers they faced.  Over half said this was the case for equity finance and grants, while some three fifths stated this was the case for loan finance.  This was primarily because the business plan and the way it was presented was more acceptable to funders.  On the specific issue of venture capital a third thought it was appropriate to their business while 34% said it was more useful as a result of their participation in IRS.

7.2.9 A related aim of IRS is to allow firms to progress.  In this sense almost nine out of ten firms said that IRS had encouraged them to seek more external business support in future and IRS was important in helping them establish links with the providers of finance.
Business Performance Impacts

7.2.10 For over half the firms IRS had improved their ability to develop new products and services and almost a quarter were better placed to test the commercial feasibility of ideas.  Hence a third had increased sales in existing markets and a fifth in new markets.  For three fifths IRS had helped the business to grow and for a quarter the value of the business and assets had grown and employment had increased.  It was likely that these benefits would become stronger over time and that the business would become more profitable.

The Added Value of IRS and Additionality

7.2.11 The views of the LEC programme managers were mixed as to whether IRS had resulted in additional services for firms.  This was primarily because, for some, the IRS type services were already provided through the account management procedures and the high growth new start programme.  Exceptions were in areas where there was limited LEC funding relative to demand and some of the larger IRS grants may not have been possible because of policies related to discretionary funding.  However, IRS provides additional funds and capacity of the LECs had increased in terms of business support.

7.2.12 The research with firms provides some initial insights into the additionality of IRS from their perspective.

· The majority of firms who received the IRS grant had not sought alternative funding from elsewhere and many had not done so as a result of advice from their LEC that IRS was available.

· Of the firms that had obtained additional finance following the IRS grant 15% said they would definitely not have been able to, while 11% said they would have been able to.

· Of the firms that claimed intermediate effects of IRS (for example on their ability to prepare business plans ) and business performance impacts, 39% of firms said the effects would have occurred anyway (albeit later and smaller in scale) while a slightly smaller proportion of around a quarter thought they would not have done so.

· The small group of firms in the case studies considered that the impacts resulting from IRS would not have been the same without it.

7.2.13 On the issue of alternative funding to IRS, the LEC programme managers, where they could express a view (on almost half the grants for firms) considered that a third of firms would not have received alternative funds or it was unlikely they would, while for almost a tenth, they had a reasonable chance or almost certainly would have done so.

7.2.14 The advisers who worked with firms directly on investment readiness had mixed views.  Half thought firms would have made some progress without IRS (to some degree) while a similar number thought firms would not have been able to produce the same outputs (eg business plans).T
7.2.15 The implications are that while there is some deadweight associated with IRS for a minority of firms, in that some of the benefits would have accrued to firms anyway, there is also an important degree of added value and additionality for a similar number of firms.
7.2.16 At the time of this evaluation most of the impacts of IRS have been on the skills and practices of firms in terms of their investment readiness and potential attraction for investors.  While there have been some impacts on the business performance of firms it is too early to assess the full impacts.  These will depend on the extent to which firms are able to strike successful deals with investors (including venture capitalists and business angels) which translate into improved performance and competitiveness.  These impacts, and others, will need to be tracked over time with firms and their investors to allow an assessment to be made of the additional impacts on the Scottish economy (taking account of displacement and linkage / multiplier effects) before the effectiveness and efficiency of IRS and its future operation can be judged.
Improvements to IRS
7.2.17 Overall both firms and the advisors were satisfied with IRS.  The main suggestions for improvements were wider promotion of IRS to ensure that firms could better understand what it could be used for.  It was also considered that the take-up could be extended to firms outside the LEC account-managed network. The other issues were the low level of grant (ie on the verge of £3,300 per firm) and what it could be spent on and used for.

7.3 IRS Policy Issues

7.3.1 The IRS (and related) services should continue to be provided.  From the firm’s perspective, it is additional assistance which is greatly appreciated.  It is helping them raise finance, develop new skills and enhance their knowledge of, and contact with, sources of finance.  While too early to be definitive, the evidence is that it is contributing to the start-up growth, survival and profitability of Scottish businesses, albeit a relatively small number.
7.3.2 In taking the programme forward, there are five issues worthy of further consideration.  Because the programme is still at an early stage, it is difficult to make firm recommendations.  Impacts have not yet had time to materialise and, in some cases, the number of firms benefiting (and the sample sizes) are too small to draw definitive conclusions.

7.3.3 The first, and a key issue, is whether IRS should be made available to a wider or different range of businesses.  It is currently largely limited to existing SE clients (e.g. account managed companies, those on high growth new start programmes).  This enables it to be integrated with other business support services.  This is also one of its strengths.

7.3.4 On the other hand, there may be companies which could benefit from IRS support but which are currently not getting access to IRS support.  However, it is not known how many such companies exist.  Work should be undertaken to fill this critical knowledge gap.  Possible options for widening participation are discussed below.

7.3.5 Second, should the current variation in the use and delivery of IRS across the country be continued or should attempts be made to introduce a more standardised programme?

· Its current use varies greatly between, for example, Glasgow/Lanarkshire and Edinburgh.  The latter is more focused on ‘high tech’ start-ups, early stage growth and equity.  The former are more concerned with all businesses and all forms of finance.

· The evidence from the companies does not suggest any systematic difference in IRS performance (e.g. additionality, raising finance, impact on business performance) between the models.  It is too early to assess relative value for money.

· In some LECs, there has been minimal use of IRS.  This reflects a variety of issues (including internal promotion, availability of alternative resources etc). But it also reflects the ‘fit’ (or lack of it) between the criteria attached to IRS and company needs.  For example, some LECs are seeking to use something like the SEEL model (i.e. high growth and equity) in a local environment in which few firms require this form of assistance.

7.3.6 Variations of IRS across Scotland appear to reflect to a considerable extent, variations in local circumstances.  Consequently, at this point in time, it is probably unwise to seek greater standardisation.  Variations reflect differences in client needs.  

7.3.7 The third issue, already partially dealt with, is whether IRS should be more explicitly focussed on equity finance and/or high growth start-ups and young businesses (i.e. those most likely to need venture capital)?  Such an approach would probably concentrate IRS resources into Scotland’s more dynamic regional economies (i.e. Edinburgh and Grampian) at the expense of some of the more depressed regional economies (e.g. Lanarkshire).

7.3.8 Fourth, should IRS be run as an identified (‘ring fenced’) programme or product?  Here the following observations should inform discussion:

· Much of what is being done by the LECs using the IRS money would have been, and was already being, done by several LECs.  From the LEC perspective, they claim they would have found the money to assist IRS clients anyway.

· Nevertheless, it has put ‘investor readiness’ more firmly on the agenda in some LECs, re-focussed attention on access to finance, encouraged some LECs to enhance their financial knowledge and capacity and some individual projects (especially the larger IRS grants) are additional.

· The extra money going into business development via IRS has increased capacity and enabled more business support work to be undertaken.

· Each LEC receives a relatively small amount of money via IRS.  There is a balance to be struck between the amount of additional resources and the extra administrative costs generated by a separate programme.

· The future of IRS needs to be considered with SE’s wider approach to business support services.  For example, attempts to provide customised services need to be reconciled with the introduction and promotion of specific products and programmes (such as IRS).

7.3.9 The case for an identifiable IRS programme/product depends, in part, on its scale and other aspects of its delivery.  The case for such a programme is less if, as currently, it is used as part of an integrated support package for SE’s established clients.  The case is stronger if IRS is made available to a wider range of businesses and entrepreneurs.

7.3.10 Fifth, and finally, assuming an identifiable IRS programme/product continues, consideration should be given to whether the current administrative arrangements are the most appropriate and effective.  Most LEC staff involved in the delivery of IRS would like to see some ‘improvements’ in the way IRS is managed and delivered.  Unfortunately, there is no consensus on what this should be and, indeed, they are often contradictory.

Appendix A Scope of the questionnaires and interviews

1 Company characteristics

· Main products and services

· Year of establishment of the business 

· Employment and turnover figures

· Status (ie. Independent business, joint venture etc.)

· Stage of development and growth objectives of the business

2 Background to participation

· Aim of participation and importance of the grant

· Use of external business advice prior to IRS

· Ease/difficulty of finding the financial contribution and sources used

· Objectives of participation (ie. lever in additional finance, preparing a business plan, improving skills etc…)

· Business performance objectives (ie. To grow the business, to rescue the business, increase turnover, increase productivity etc…)

· Barrier to pursuing firms objectives without IRS (ie. Lack of external finance, lack of skills, lack of knowledge of sources of funding etc…)

· How is the business funded

· Funding sought instead of IRS (ie. Sources, amount offered, use of funding etc..)

3 Intermediate effects and output

· What the grant was use for (ie. Business planning, identifying sources of funding etc..)

· Sources of support, identification of these sources and level of firm satisfaction in meeting their objectives.

· Additional finance sought, sources used and firms improve ability to lever in further finance.

· Actual and likely effects on the firm arising from IRS participation (ie. Improved knowledge of external finance, improved ability to lever in additional finance, improved skills etc…)

· Likelihood of firms funding similar activity themselves and seeking external business support in the future.

4 Business performance effects

· Actual and likely business performance effects (ie. help the business to grow, increase sales etc…)

· Measurement of the level of profitability of the business

5 The added value and counterfactual position on all of the above in the absence of IRS (ie. Actions taken, likelihood of success, timescale etc…)

6 Assessment of the scheme and improvements to the programme

· Pressure put on firm to seek venture capital and thoughts about VC and equity funding being appropriate to the firm before and after IRS

· Value for money

· Assessment of a number of aspects of the scheme (ie. Amount of grant, quality of advisers, support from LEC etc.)
· Future suggested improvements to the programme

Appendix B IRS Management Information - 2004-05 update

B1 Introduction

B1.1 This appendix contains an analysis of the second year (2004-05) of management information collected from the Investment Readiness Scheme delivery agents: that is, the LECs and the LINC programme.

B1.2 The key pieces of information which the providers were asked to update for the second financial year were as follows:

· LEC area where funding took place

· Date of approval of grant

· Date of completion of grant

· Amount of committed funding (i.e. funds approved but not necessarily paid)

· Amount of completed funding

· Whether further funds have been secured as a result of the IRS grant

· Amount of further funding secured:

· Debt

· Equity

· Grant

· Total

B2 Year 1 summary

B2.1 For comparison, here is a summary of the key statistics from Year 1 of the Investment Readiness Scheme.
Panel B2.1 Summary of key statistics

● 177 grants approved in first year, of which 139 have now completed; total committed funding of £578,384 (average £3,638 per grant)

● First year grants were concentrated in Lanarkshire (60) and Glasgow (45)

● £57.9 million in funding resulted from IRS grants approved in first year; mostly in Lanarkshire, Glasgow, and Edinburgh and Lothian

● The majority of IRS clients were pre-existing Scottish Enterprise clients as part of the network, with some 60 account managers

● Half of grants given to start-ups
B3 Grants

B3.1 Table 2.1 below outlines the number of grants each delivery agent provided in the second financial year of IRS support (i.e. April 2004 – March 2005).  SE Lanarkshire, as in year 1, provided the highest number of grants (43) and the largest share of the committed funding; however, Glasgow’s share of the number of grants provided has dropped significantly.  SE Grampian and SE Edinburgh and Lothian also made significant contributions to the total funding by providing a smaller number of grants with a much higher average size (

Table B3.1 Grants approved in 2nd year and not decommitted, by delivery agent

	Delivery Agent
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	LINC
	9
	8
	£46,093
	£5,762
	£46,093

	SE Grampian
	15
	8
	£95,975
	£7,383
	£61,425

	SEA
	7
	7
	£12,125
	£2,425
	£12,125

	SEB
	2
	2
	£4,328
	£2,164
	£4,328

	SED
	6
	6
	£26,050
	£4,342
	£26,050

	SEF
	9
	8
	£30,100
	£3,344
	£27,600

	SEFV
	8
	4
	£36,435
	£4,554
	£22,500

	SEG
	11
	6
	£40,780
	£3,707
	£15,030

	SEL
	43
	42
	£128,235
	£3,128
	£124,435

	SER
	4
	4
	£17,150
	£4,288
	£17,150

	SET
	6
	6
	£28,512
	£4,752
	£28,512

	SEEL
	15
	2
	£116,000
	£8,286
	£13,000

	Grand Total
	135
	103
	£581,783
	£4,581
	£398,248


Source: LECS, PACEC

B3.2 The geographical picture is completed by assigning the LINC projects to the geographical region in which funding took place.  These grants were concentrated in the Glasgow and Edinburgh & Lothian areas, elevating their shares of total funding accordingly.

Table B3.2 Grants approved in 2nd year and not decommitted, by LEC area
	LEC Area
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	Ayrshire
	7
	7
	£12,125
	£2,425
	£12,125

	Borders
	2
	2
	£4,328
	£2,164
	£4,328

	Dunbartonshire
	7
	7
	£28,900
	£4,129
	£28,900

	Edinburgh & Lothian
	18
	4
	£127,234
	£7,952
	£24,234

	Fife
	10
	9
	£35,100
	£3,510
	£32,600

	Forth Valley
	8
	4
	£36,435
	£4,554
	£22,500

	Glasgow
	14
	9
	£58,489
	£4,178
	£32,739

	Grampian
	15
	8
	£95,975
	£7,383
	£61,425

	Lanarkshire
	43
	42
	£128,235
	£3,128
	£124,435

	Renfrew
	4
	4
	£17,150
	£4,288
	£17,150

	Tayside
	7
	7
	£37,812
	£5,402
	£37,812

	Grand Total
	135
	103
	£581,783
	£4,581
	£398,248


Source: LECS, PACEC

B3.3 The breakdown of sizes of IRS grants is shown below in Table 2.3.  There are two major groups of grants; most are smaller than £5,000 in size, but there is also a significant proportion of grants that are close to the maximum of £10,000, with few in-between these groups; grants of over £8,000 account for almost half of the total funding.  The median grant size is £3,800 – rather higher than last year’s £2,350, due in part to a decrease in small grants being issued by SE Glasgow and an increase in large grants offered by SE Grampian.

Table B3.3 Grants approved in 2nd year and not decommitted, by size
	Amount of IR grant banded
	Number
	Committed funds

	Not stated
	8
	£0

	£1 - £2,000
	35
	£39,025

	£2,001 - £5,000
	52
	£187,155

	£5,001 - £8,000
	12
	£82,209

	Over £8,000
	28
	£273,394

	Grand Total
	135
	£581,783


Source: LECS, PACEC
B3.4 The amount of external funding secured by IRS-supported firms is shown in Table 2.4 below.  The majority of external funding originated from Lanarkshire and Edinburgh and Lothian.  SE Forth Valley and SE Grampian produced the highest leverage per grant, though in both cases this is based on only 4 grants.  The total of £36.0M achieved is down on last year’s total of £57.9M; however, it should be noted that a higher proportion of projects are still “in progress” at the time of writing than last year, and that these equate to a potential further £18.5M in leveraged funding (£15.2M of this from SE Glasgow).
Table B3.4 Funding resulting from IRS grants approved in the 1st year, where LECs answered “Yes” to the question “Funds secured Yes/No”:

	Delivery Agent
	Debt /£k
	Equity /£k
	Grant /£k
	Total funds per grant
	Number of grants
	Total funds

	LINC
	1,100
	1,118
	322
	£508k
	5
	£2,540k

	SE Grampian
	2,390
	405
	447
	£811k
	4
	£3,242k

	SEA
	360
	100
	2
	£231k
	2
	£462k

	SEB
	0
	65
	0
	£65k
	1
	£65k

	SED
	35
	30
	0
	£65k
	1
	£65k

	SEEL*
	
	
	
	
	
	£9,530k

	SEF
	175
	170
	15
	£180k
	2
	£360k

	SEFV
	2,100
	2,230
	0
	£1,083
	4
	£4,330k

	SEG
	470
	590
	225
	£321k
	4
	£1,285k

	SEL
	10,312
	1,331
	1,825
	£561k
	24
	£13,468k

	SER
	125
	35
	55
	£108k
	2
	£215k

	SET
	430
	20
	0
	£450k
	1
	£450k

	Grand Total
	17,497
	6,094
	2,891
	£530k
	50
	£36,012k


Note:
*SEEL gave no breakdown of achieved funding; their initial estimates of funding sought have been used instead.

Source: 
LECS, PACEC

B3.5 Since the LEC areas are inherently of different sizes and populations, Table 2.5 gives context to the management information by comparing the shares of grants and funding across the LEC areas with the share of the number of workplaces and employees in each area.  Lanarkshire gains more funding than might be expected from its population of firms, whereas Ayrshire and Dumfries & Galloway benefit less than might be expected.
Table B3.5 Geographical summary
	
	IRS Grants
	IRS funding
	Workplaces (2002, 000s)
	Employees (2002, 000s)
	Subsequent funds raised

	Ayrshire
	7 (5%)
	£12.1k (2%)
	10.0 (7%)
	121.9 (6%)
	£462k (1%)

	Borders
	2 (1%)
	£4.3k (1%)
	4.6 (3%)
	39.9 (2%)
	£65k (0%)

	Dumfries and Galloway
	0 (0%)
	£0.0k (0%)
	5.2 (4%)
	52.8 (3%)
	£0k (0%)

	Dunbartonshire
	7 (5%)
	£28.9k (5%)
	5.4 (4%)
	67.3 (3%)
	£65k (0%)

	Edinburgh & Lothian
	18 (13%)
	£127.2k (22%)
	26.7 (18%)
	425.7 (20%)
	£10,520k* (29%)

	Fife
	10 (7%)
	£35.1k (6%)
	9.4 (6%)
	133.5 (6%)
	£710k (2%)

	Forth Valley
	8 (6%)
	£36.4k (6%)
	8.2 (6%)
	112.3 (5%)
	£4,330k (12%)

	Glasgow
	14 (10%)
	£58.5k (10%)
	20.2 (14%)
	384.9 (18%)
	£1,785k (5%)

	Grampian
	15 (11%)
	£96.0k (16%)
	18.6 (13%)
	234.7 (11%)
	£3,242k (9%)

	Lanarkshire
	43 (32%)
	£128.2k (22%)
	16.9 (12%)
	225.2 (11%)
	£13,468k (37%)

	Renfrew
	4 (3%)
	£17.2k (3%)
	9.0 (6%)
	123.8 (6%)
	£215k (1%)

	Tayside
	7 (5%)
	£37.8k (6%)
	12.7 (9%)
	161.5 (8%)
	£1,150k (3%)

	Grand Total
	135 (100%)
	£578.4k (100%)
	146.8 (100%)
	2083.4 (100%)
	£36,012k (100%)


Note:
*SEEL gave no breakdown of achieved funding; their initial estimates of funding sought, plus local funding via LINC, have been used instead.

Source:
LECs, ONS (Annual Business Inquiry), PACEC

B4 Summary

B4.1 Patterns of funding have been similar to last year.  The amount of money given in IRS grant funding is almost exactly the same.  There are still two funders giving larger-than-average grants (SEEL and SE Grampian).  SEL still provides the largest number of grants, but they are of a small average size (SEG, however, has given fewer grants than last year).  The total amount of leveraged funding is lower, but comparable; it is also distributed more evenly among the LEC areas.  The widespread distribution of amounts of external funding is such that a few well-funded “success stories” can make a large difference to the total; the Year 1 total includes £22M from four projects which achieved over £3M in external funding, whereas none of the Year 2 projects have to date secured over £3M individually.
Panel B4.1 Summary of key statistics

● 135 grants approved in second year, of which 103 have now completed; total committed funding of £581,783 (average £4,581 per grant)

● Second year grants concentrated in Lanarkshire (43)

● £36.0 million in funding resulting from IRS grants approved in first year; mostly in Lanarkshire and Edinburgh and Lothian

Appendix C IRS Management Information - 2005-06 update

C1 Introduction

C1.1 This appendix contains an analysis of the third year (2005-06) of management information collected from the Investment Readiness Scheme delivery agents: that is, the LECs and the LINC programme.

C1.2 The key pieces of information which the providers were asked to update for the third financial year were as follows:

· LEC area where funding took place

· Date of approval of grant

· Date of completion of grant

· Amount of committed funding (i.e. funds approved but not necessarily paid)

· Amount of completed funding

· Whether further funds have been secured as a result of the IRS grant

· Amount of further funding secured:

· Debt

· Equity

· Grant

· Total

C2 Years 1+2 summary

C2.1 For comparison, here is a summary of the key statistics from Years 1 and 2 of the Investment Readiness Scheme.
Panel C2.1 Summary of key statistics

Year 1

● 177 grants approved in first year, of which 139 have now completed; total committed funding of £578,384 (average £3,638 per grant)

● First year grants were concentrated in Lanarkshire (60) and Glasgow (45)

● £57.9 million in funding resulted from IRS grants approved in first year; mostly in Lanarkshire, Glasgow, and Edinburgh and Lothian

● The majority of IRS clients were pre-existing Scottish Enterprise clients as part of the network, with some 60 account managers

● Half of grants given to start-ups

Year 2

● 135 grants approved in second year, of which 103 have now completed; total committed funding of £581,783 (average £4,581 per grant)

● Second year grants concentrated in Lanarkshire (43)

● £36.0 million in funding resulting from IRS grants approved in first year; mostly in Lanarkshire and Edinburgh and Lothian

C3 Grants

C3.1 Table C3.1 below outlines the number of grants each delivery agent provided in the third financial year of IRS support (i.e. April 2005 – March 2006).  The number of grants approved in the third year was 108, the lowest of the three years to date.  The total amount of committed funding is also the lowest, at £380k.  Unlike the previous two years, no delivery agent was substantially more active than the rest in terms of the number of grants given – the grants were much more evenly spread between delivery agents.  The largest average grant sizes were given by SE Grampian, SE Fife, and SE Edinburgh & Lothian (although the figure for SEEL is based on only two known grant sizes).  The large average grant size in Fife means that it has the largest share of the total known IRS funding in Scotland.
Table C3.1 Grants approved in 3rd year and not decommitted, by delivery agent

	Delivery Agent
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	LINC
	8
	8
	£43,635
	£5,454
	£43,635

	SE Grampian
	6
	6
	£35,350
	£5,892
	£35,350

	SEA
	8
	6
	£22,200
	£2,775
	£16,200

	SEB
	3
	3
	£9,500
	£3,167
	£9,500

	SEDG
	1
	1
	£2,000
	£2,000
	£2000

	SEEL
	14
	13
	£18,575
	£9,288*
	£18,575

	SEF
	10
	9
	£64,700
	£6,470
	£61,250

	SEFV
	11
	8
	£44,688
	£4,063
	£26,738

	SEG
	17
	15
	£54,543
	£3,208
	£49,543

	SEL
	13
	13
	£39,153
	£3,012
	£39,153

	SER
	16
	15
	£44,030
	£2,752
	£39,330

	SET
	1
	0
	£1,168
	£1,168
	£0

	Grand Total
	108
	97
	£379,542
	£3,954*
	£341,274


*Grant amounts were not provided for many SEEL grants.  Among those provided, the average size was £9,288.  The average shown here is the average of known grant values.
Source: LECS, PACEC

C3.2 The geographical picture is completed by assigning the LINC projects to the geographical region in which funding took place.  These results are recast in Table C3.2 below.  These grants were concentrated in the areas of Edinburgh & Lothian and Lanarkshire, elevating their shares of total funding accordingly.
Table C3.2 Grants approved in 3rd year and not decommitted, by LEC area

	LEC Area
	Approved
	of which completed
	Committed IRS funding
	Average grant size
	Completed IRS funding

	Ayrshire
	8
	6
	£22,200
	£2,775
	£16,200

	Borders
	4
	4
	£14,500
	£3,625
	£14,500

	Dumfries & Galloway
	1
	1
	£2,000
	£2,000
	£2000

	Edinburgh & Lothian
	17
	16
	£39,625
	£7,925
	£39,625

	Fife
	10
	9
	£64,700
	£6,470
	£61,250

	Forth Valley
	11
	8
	£44,688
	£4,063
	£26,738

	Glasgow
	18
	16
	£57,278
	£3,182
	£52,278

	Grampian
	6
	6
	£35,350
	£5,892
	£35,350

	Lanarkshire
	16
	16
	£54,003
	£3,375
	£54,003

	Renfrew
	16
	15
	£44,030
	£2,752
	£39,330

	Tayside
	1
	0
	£1,168
	£1,168
	£0

	Grand Total
	108
	97
	£379,542
	£3,954*
	£341,274


*Grant amounts were not provided for many SEEL grants.  Among those provided, the average size was £9,288.  The average shown here is the average of known grant values.
Source: LECS, PACEC

C3.3 The breakdown of sizes of IRS grants is shown below in Table C3.3.  Most grants were smaller than £5,000 in size, and a third were £2,000 or lower.  However, the 14 grants which were over £8,000 in size accounted for 36% of the overall funding.  The median grant size was £3,000.
Table C3.3 Grants approved in 3nd year and not decommitted, by size
	Amount of IR grant banded
	Number
	Committed funds

	Not stated
	12
	£0

	£1 - £2,000
	36
	£49,523

	£2,001 - £5,000
	33
	£111,813

	£5,001 - £8,000
	13
	£82,225

	Over £8,000
	14
	£135,981

	Grand Total
	108
	£379,542


Source: LECS, PACEC
C3.4 The amount of external funding secured by IRS-supported firms is shown in Table 2.4Table C3.4 below.  The majority of external funding originated from SE Glasgow (£16.4M) and SE Edinburgh & Lothian (£8.0M), between them accounting for over half of the total.  SE Grampian and SE Glasgow produced the highest leverage per grant.  The total of £48.0M is a substantial increase on last year, and the leverage of £749k per grant is the highest achieved in the three years of the scheme.
Table C3.4 Funding resulting from IRS grants approved in the 3rd year, where LECs answered “Yes” to the question “Funds secured Yes/No”:

	Delivery Agent
	Debt /£k
	Equity /£k
	Grant /£k
	Total funds per grant
	Number of grants
	Total funds

	LINC
	630
	1,651
	470
	£459k
	6
	£2,751k

	SE Grampian
	172
	114
	3,022
	£1,654k
	2
	£3,308k

	SEA
	0
	200
	30
	£230k
	1
	£230k

	SEB
	1,922
	893
	48
	£954k
	3
	£2,863k

	SEDG
	30
	100
	15
	£145k
	1
	£145k

	SEEL
	1,310
	6,680
	0
	£888k
	9
	£7,990k

	SEF
	2,770
	100
	285
	£526k
	6
	£3,155k

	SEFV
	2,988
	995
	210
	£839k
	5
	£4,193k

	SEG
	1,885
	9,254
	5,255
	£1,490k
	11
	£16,394k

	SEL
	2,140
	155
	110
	£241k
	10
	£2,405k

	SER
	1,606
	2,040
	885
	£453k
	10
	£4,531k

	Grand Total
	15,453
	22,182
	10,330
	£749k
	64
	£47,965k


Source: 
LECS, PACEC

C3.5 Since the LEC areas are inherently of different sizes and populations, Table 2.5Table C3.5 gives context to the management information by comparing the shares of grants and funding across the LEC areas with the share of the number of workplaces and employees in each area.  Fife and Grampian gains more funding than might be expected from its population of firms, whereas Renfrew benefits less than might be expected.
Table C3.5 Geographical summary
	
	IRS Grants
	IRS funding
	Workplaces (2002, 000s)
	Employees (2002, 000s)
	Subsequent funds raised

	Ayrshire
	8 (7%)
	£22.2k (5%)
	10.0 (7%)
	121.9 (6%)
	£2,751k (6%)

	Borders
	4 (4%)
	£14.5k (4%)
	4.6 (3%)
	39.9 (2%)
	£3,308k (7%)

	Dumfries & Galloway
	1 (1%)
	£2.0k (1%)
	5.2 (4%)
	52.8 (3%)
	£230k (0%)

	Edinburgh & Lothian
	17 (16%)
	£39.6k (12%)
	5.4 (4%)
	67.3 (3%)
	£2,863k (6%)

	Fife
	10 (9%)
	£64.7k (18%)
	26.7 (18%)
	425.7 (20%)
	£145k (0%)

	Forth Valley
	11 (10%)
	£44.7k (8%)
	9.4 (6%)
	133.5 (6%)
	£7,990k (17%)

	Glasgow
	18 (17%)
	£57.3k (15%)
	8.2 (6%)
	112.3 (5%)
	£3,155k (7%)

	Grampian
	6 (6%)
	£35.4k (10%)
	20.2 (14%)
	384.9 (18%)
	£4,193k (9%)

	Lanarkshire
	16 (15%)
	£54.0k (16%)
	18.6 (13%)
	234.7 (11%)
	£16,394k (34%)

	Renfrew
	16 (15%)
	£44.0k (12%)
	16.9 (12%)
	225.2 (11%)
	£2,405k (5%)

	Tayside
	1 (1%)
	£1.2k (0%)
	9.0 (6%)
	123.8 (6%)
	£4,531k (9%)

	Grand Total
	108 (100%)
	£379.5k (100%)
	146.8 (100%)
	2083.4 (100%)
	£47,965k (100%)


Source:
LECs, ONS (Annual Business Inquiry), PACEC

C4 Summary

C4.1 IRS funding in the year 2005-06 was more evenly spread between delivery agents and areas than in previous years.  The total committed funding of £380k is lower than in previous years.  However, the return of £48.0M in leveraged funding is a substantial increase (of one third) compared with the previous year.  One third of this leveraged funding took place in Glasgow, and one sixth in Edinburgh & Lothian; these two regions therefore account for half of the total leveraged funding.
Panel C4.1 Summary of key statistics

● 108 grants approved in third year, of which 97 have now completed; total committed funding of £379,542 (average £3,954 per grant)

● Grants much more evenly spread between delivery agents than in previous years
● £48.0 million in funding resulting from IRS grants approved in third year; half of this is to be found in Glasgow (£16.4M) and Edinburgh & Lothian (£8.0M).

