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Executive Summary

This evaluation of the Hillington Park Innovation Centre (HPIC) was commissioned by Scottish Enterprise Renfrewshire.  HPIC opened in November 2000 and is still in an early stage of its development.  The major reason for an evaluation so soon after its launch was to: 

· capture the learning points in how it had progressed

· indicate any areas which could be improved upon

· use this knowledge to plan for the future

The two major stakeholders in the design, creation and financing of HPIC were SE Renfrewshire and Caledonian Land Properties Ltd.  The West of Scotland European Partnership also contributed funding via the European Development Fund (ERDF).  A legal agreement exists showing that the building belongs to Caledonian Land, but that SE Renfrewshire have committed them to running HPIC as an Innovation Centre over a ten year period – in return for their support.

The purpose of HPIC is to support the creation of new knowledge based, technology, product and process enterprises, providing low displacement, high value add businesses and jobs in Central Scotland.  To ensure that companies fit with the criteria for HPIC, they are vetted prior to entry.  To date thirty companies have been denied access for not meeting with HPIC criteria.

There were nine objectives identified in original approval papers and through discussion with stakeholders.  Seven of the nine have been achieved, well within the anticipated timescale.  The two objectives which have not as yet been achieved are the provision of more business accommodation in Renfrewshire by the private sector, and the creation of a flow of “graduating” tenant companies into altenative Hillington Park accommodation.

Whilst there is now some alternative accommodation to offer graduating companies (most notably the recently re-furbished Merlin House) the expectation of a Phase 2 is strong and there is a groundswell of dissatisfaction surrounding the current inactivity on this front.  Both Caledonian Land and SE Renfrewshire have expressed a desire to see Phase 2 happen and are now discussing ways to take this forward.

An original target for HPIC was to incubate 15 new start companies and attract 15 existing companies in the first three years.  Within the first eighteen months, a total of 54 companies have gone through the centre, of which 35 are currently resident.  Within these companies 242 people have been employed, the majority of them in highly skilled jobs at graduate level or above, because of the types of company.  There are relatively low numbers of similarly innovative, high growth technology based companies in Renfrewshire.

One part of the evaluation was to consult with tenant companies for their views on HPIC.  Twenty one companies responded to a survey out of the thirty five current tenant companies which were asked.  Seven companies attended a focus group, held to discuss issues arising from the survey.

Innovation and Business Development support is available to all tenant companies.  The wide range of satisfaction levels for these services in the survey was seen (by companies attending the focus group) to be largely attributable to:

· the difficult markets companies were trading in;

· misconceptions and/or ignorance of available services;

However, as the real value-add of HPIC is the availability of in-house Innovation and Business Development services, the company feedback has to be carefully considered and the services provided reviewed.  An area where problems could arise is in the management of the business development services which are currently delivered by two separate groups.  A recommendation of this report is that these services should be managed centrally within HPIC by the HPIC Director.

Nearly 50% of companies reported an increase in turnover since moving into HPIC.  A few reported no increase, and some did not complete the question.  In these cases, we have assumed no increase in turnover.  This may underestimate impact in cases where:

· the question was not clear to the business

· turnover in the business might actually have declined but for the help of HPIC

The companies own estimates of additionality were then applied to the change in turnover figure to provide an assessment of the contribution which HPIC has made to the change in the businesses’ fortunes.  In this analysis:

· positive additionality was present in 80% of the cases in the sample

· it was absolute in 20% of cases in the sample

Further discounting then took place to reflect the extent to which the growth of the firm is likely to have been at the expense of other firms.  75% of businesses reckoned that displacement would be zero at the Renfrewshire level; nearly 50% reckoned it would be zero at the Scotland level.  These are very low figures and reflect the specialist and technological nature of the products supplied by the type of firms which are located within HPIC.

The companies performance and hence HPIC performance is all the more creditable as it has been achieved against a background of poor market conditions across technology sectors.  In August 2002 the Arizona Technology Incubator in America (a member of the reputable National Business Incubation Association) was forced to close.  Nearer to home an August 2002 report showed “high levels of borrowing and heavy investment in technology companies have wiped more than a third off the value of one of Edinburgh Fund Managers’ trusts over the past year”.

The results of this evaluation back up the widely held view that HPIC is a successful Innovation and Business Development Centre.  The reasons for this early success were identified as:

· best practice was researched then followed

· strong partnership between stakeholders

· the recruitment and subsequent performance of the centre Director

· on-site business development support and creation of “village community”

· targeted marketing approach to technology sectors and people

An important part of the evaluation was to consult with stakeholders and advisory board members for their views on how HPIC had performed and to examine any areas for improvement and to set an agenda for the future.  Stakeholders and advisory board members were unanimously satisfied with the performance and achievements to date of HPIC.

However, a concern for the board was to confirm the role of HPIC either as:

· a business

· an SE Renfrewshire facilitator or

· a property manager.

The advisory board agreed that HPIC was at something of a crossroads and a clear strategy and agreement on the way forward was now required.  The board believe that the HPIC model can be further developed to be of even greater benefit to the Scottish economy.  There is now a commitment from the advisory board to expose leaders within Scottish Enterprise and the Scottish Executive to the HPIC experience.

1 Introduction

This evaluation of the Hillington Park Innovation Centre (HPIC) was commissioned by Scottish Enterprise Renfrewshire.  HPIC opened in November 2000 and is still in an early stage of its development.  The major reason for an evaluation so soon after its launch was to: 

· capture the learning points in how it had progressed

· use this knowledge to plan for the future 

· indicate any areas which could be improved upon

1.1 Objectives

Specific objectives of this evaluation were to determine:

· which of the original objectives had been achieved and their results

· whether stakeholders regard the centre as successful

· what objectives/targets do the stakeholders want to use to measure the future success

· is the partnership still strong and do stakeholders agree common goals and objectives?

· what was done ‘right’ that has brought the centre to today’s position and how should that be reinforced?

· what can be developed or changed to bring further success to the centre?  This will almost certainly revolve around the management and perceived quality of delivery of additional services to be provided to client companies.

As this evaluation was undertaken at an early stage, it was agreed that the information which would provide the greatest value would not be best captured by undertaking a wholly traditional evaluation focusing purely upon quantitative outputs.  Traditional evaluation tends not to focus on the qualitative process elements of ‘how and why’ a project has worked, it purely delivers ‘the what’.  The value in this work lies in understanding both the strengths and weaknesses of the process which delivered the results, and capturing that learning in ways that can add value.  This is particularly true of the principal element of this work, which was to demonstrate the added value benefits, delivered by the in-house services.
Methodology

The first stage of this work was to go back to the original papers and establish what HPIC was created for, and to interview relevant people to create a suitable baseline data for this evaluation.  Desk research was also undertaken to assess best practice in similar ventures, and with organisations established to promote innovation and incubation.

The second stage was to gain insight from HPIC tenants.  A questionnaire was developed and sent to all tenants, both past and present.  On receipt of the replies, a company focus group was held to enable salient points from the questionnaire to be teased out and challenged.

Twenty one companies responded to the survey (the sample size) out of the thirty five current tenant companies (the population).  Seven companies attended the focus group.

The information gathered in the first two stages was then analysed and is presented in the remainder of this report.

Early Days

As is often the case with major projects, the origins of HPIC are somewhat shrouded by the mists of time.  However, the consensus is that the original project idea came from Caledonian Land, who wanted the support of Scottish Enterprise to take a partnership approach to upgrade the Hillington Industrial Estate.

As a straightforward property deal, the original concept may not have taken off, as the risks seemed high and the benefits unclear.  The subsequent drive coming from SE Renfrewshire to create an Innovation Centre, taking into account best practice from across the UK and from the United States, picked up momentum and caught the imagination of senior management within both SE Renfrewshire and Caledonian Land.

At an operational level, the relationship between Finlay Laverty, the then Head of New Firm Foundation at SE Renfrewshire, and Keith Pringle, the then Scottish Director of Caledonian Land, was catalytic in bringing the project together.  In an interview for this evaluation, Keith Pringle described this relationship as a “fortuitous meeting of minds” and he believed that the strength of their relationship was the cornerstone for the project to happen.  Subsequent interviews echo this and promoted the view that the project would not have happened at all without Keith Pringle’s personal commitment and drive.

A great deal of research was undertaken pre-project into the best practices which could and should be transferred into the new centre in terms of incubating new and young high-technology/innovative companies.  There was also research undertaken by both University of Paisley and Price Waterhouse Coopers that demonstrated the demand for such a facility.

The two major stakeholders in the design, creation and financing of HPIC were SE Renfrewshire and Caledonian Land Properties Ltd.  Their original objectives in undertaking this project are described overleaf.

(Although the West of Scotland European Partnership is also an important stakeholder - providing significant funding to the project through the European Regional Development Fund (ERDF) – their direct input to this evaluation has not been sought).

1.2 Caledonian Land

Caledonian Land’s objectives centred around the future investment and vitality of the Hillington Industrial Estate, in which they were a major stakeholder.  The objectives highlighted in an original SE Renfrewshire approval paper were:

· to achieve a cost effective way of constructing a higher quality building that would kick-start the process of improving the estate, and at the same time offer a strong marketing opportunity for the estate in general

· to create a flow of longer term tenants for the Hillington Estate, through companies ‘graduating’ from HPIC

Subsequent discussions with current and previous Scottish Directors of Caledonian Land, confirmed that the core objective was to make a return on their investment.  The reason they went ahead with the project, despite the anticipation of early losses, was because of the direct incentives negotiated with SE Renfrewshire on the property side, on top of the business development support which tenant companies would receive.

1.3 Scottish Enterprise Renfrewshire

SE Renfrewshire identified six objectives which they sought to achieve through their involvement with Hillington.  These objectives, taken directly from the original approval paper were:

1. To build on the success of the First Business programme in generating greater numbers and quality of new small companies with significant growth potential.

2. To diversify the local economy through innovative high growth, technology based small companies.

3. To make Renfrewshire, and thereby Scotland, increasingly attractive to inward investors who seek a strong, supportive, entrepreneurial environment for their operations.

4. To encourage more private sector provision of property.

5. To provide greater focus on indigenous SME growth, balancing the strength which the local economy has in overseas owned manufacturing plants.

6. To achieve value for money in the delivery of a major economic development project.

1.4 Operating principles

These early objectives seem to fit well with the research undertaken into best practice.  For example, the US based National Business Incubation Association (NBIA) identifies three principles of effective incubation as:

· Objectives and resources of an incubator need to focus on maximising the success and speed of development of emerging companies.

· The incubator facility itself should, in the long term, be a dynamic model of a self-sustainable and efficient business operation.

· An incubator needs to offer a wide range of flexible advisory services to reflect the differing needs of potential entrepreneurs.

1.5 Operating policy

An early document set out HPIC operating policy : 

“As an important physical and economic landmark in Scotland, the HPIC will operate on a break even basis, operating as a commercially oriented organisation, delivering its activities through professional staff under the guidance of a full-time Centre Director.  The policy by which this Director will contribute to and take the lead from will be set and developed by the Management Group, appointed by Scottish Enterprise Renfrewshire in the first five years, thereafter reverting to the leadership of Caledonian Land.  The Management Group will meet quarterly to set and agree policy.

As a guide, the Management Group will comprise a role of membership including an SER representative and representatives from Caledonian Land, Higher Education, Industrial Leaders and ad-hoc membership on an advisory capacity as deemed necessary by the Management Group”.

Business Development Support

HPIC was set up to house and to assist innovative and technology focussed companies to grow quickly.  Feedback from the companies shows that the location and standard of the building is a factor in its own right, but the overwhelming drive was to create an excellent business environment and support mechanism for companies.

The business development and innovation support is provided by two groups.  The first group – the Innovation Team - comes under the direct management of the centre Director.  This team comprises an innovation manager, and three innovation executives, two of which are seconded from accountancy and legal firms.  The second group is the Small Business Gateway High Growth Start up Team which is funded directly by SE Renfrewshire to provide business development support.

SE Renfrewshire have stipulated that every tenant company is allocated a “client” manager for business development advice and support.  Despite this compulsory access, 33% of companies replying to our survey had not used this technical and business development support which is available.

For those companies which had made use of the services, we asked them for their view of the effectiveness of the support and the results are contained in Figure 3.1.

Effectiveness of support provided – All respondent companies 

(% response) 
Figure 3.1


	
	Very unsatisfied
	Fairly unsatisfied
	Neither satisfied nor unsatisfied 
	Fairly satisfied
	Very satisfied
	Not utilised

	Day to day advice + mentoring
	29
	7
	7
	21
	29
	7

	Evaluation of business + marketing planning
	29
	7
	7
	7
	36
	14

	Consulting services
	29
	0
	7
	7
	36
	21

	Specific training programmes
	14
	0
	21
	7
	21
	36

	Business development programmes
	29
	0
	14
	14
	21
	21

	Guidance in setting up company
	7
	7
	7
	7
	36
	36


The figures indicate that there is as high a level of dissatisfaction with the support provided as there is satisfaction.  This could indicate a number of things and this was put to the company focus group to gain further insight and some anecdotal input.

The first issue to come out was the split between start-up companies and more mature companies.  The more mature companies felt that they did not receive the same levels of support as the start-up – yet were paying for the same business development service through their all inclusive rental.  Some probing of this led to a measure of agreement that the quality of business development support was often measured by the level of grant funding received - although the group agreed that it should be measured by quality of advice, and impact on the business.

The question of why there were two separate groups of business development advisors also arose.  This was seen as a potential issue by the companies, but one company made the point that they had failed to get a grant from one advisor, but by going to another advisor had managed to gain some grant funding.

The view that start-up companies received more favourable treatment seems to be validated when the levels of satisfaction in Figure 3.2 are considered.  This represents the views of start-up companies only and they show significantly higher levels of satisfaction and lower levels of dissatisfaction.

Effectiveness of levels of support – Start-up companies

(% response)
Figure 3.2


	
	Very unsatisfied
	Fairly unsatisfied
	Neither satisfied nor unsatisfied 
	Fairly satisfied
	Very satisfied
	Not utilised

	Day to day advice + mentoring
	0
	10
	10
	30
	40
	10

	Evaluation of business + marketing planning
	0
	10
	10
	10
	50
	20

	Consulting services
	10
	0
	10
	10
	50
	20

	Specific training programmes
	10
	0
	20
	10
	30
	30

	Business development programmes
	10
	0
	20
	20
	30
	20

	Guidance in setting up company
	0
	10
	10
	10
	50
	20


Companies were interested to know what the strategy for HPIC was with regard to more mature companies.  The feeling of the group was that HPIC were trying to price companies out of the centre.  An alternative suggestion from the group was that business development support geared to more mature companies should be considered.

The companies were asked to highlight other areas of support including business and technical they would like HPIC to provide.  Figure 3.3 presents this feedback.  The results do not demonstrate any burning issues not currently being met by HPIC, but it is worth noting that these issues came over far more strongly in the company focus-group, the most notable being support with sales (as opposed to marketing).

Other potential areas of HPIC support

Figure 3.3


	
	% Response

	
	Total
	Start-up

	Market research/marketing strategy
	14
	21

	Accounting/Bookkeeping
	10
	14

	Increased legal advice
	5
	7

	Real/relevant business advice, targeted support
	14
	7

	All tenant deals
	5
	7

	Human resource support eg contract writing
	5
	7

	None
	5
	7


Figures 3.4 and 3.5 represent the views of companies on the quality of the business development and innovation advisors.  There is little difference between the overall view and that of the start-up companies.  Generally, the figures represent an appreciation of the services given.

Customer service and advisory support – Total (% response) 
Figure 3.4


	
	Very poor
	Poor
	Okay
	Good
	Very good

	Accessibility of key staff
	0
	0
	29
	43
	24

	Staff responsiveness
	5
	5
	14
	43
	29

	Consistency
	5
	5
	19
	33
	29

	Technical ability
	10
	10
	14
	43
	19

	Flexibility
	0
	10
	19
	38
	29


Customer service and advisory support – Start-up (% response) 
Figure 3.5

	
	Very poor
	Poor
	Okay
	Good
	Very good

	Accessibility of key staff
	0
	0
	21
	57
	21

	Staff responsiveness
	0
	0
	14
	50
	36

	Consistency
	0
	7
	21
	36
	36

	Technical ability
	7
	0
	21
	43
	29

	Flexibility
	0
	0
	21
	43
	36


This was supported by additional, unsolicited comments made on the questionnaires:

· “The high growth team were critical in pushing through loans for us from the council and bank which otherwise would have foundered”.

· “Tried to be very helpful when we first moved in.  But we have had no contact from business advisors for approx 2 months”.

· “Nurtured the business through its initial phases and ensured we had everything in place to support future growth”.

· “One excellent support as a sounding board has been Ian Robertson”.

· “The people other than Ian, don’t inspire trust, it feels like an us and them situation.  I really want anything to do with anyone here.  I am not comfortable and feel that our business dealing and trade secrets/plans, might be compromised, so I am reluctant to get involved with any more detail than I have.  I would certainly not be prepared to discuss my business plan, or put one forward”.

· “Introduction to a potential non-exec director”.

· “The HPIC staff have acted as a partnership, allowing us to grow with their valuable support”.

The companies represented at the focus group were unanimous in their overall view that HPIC was a good place to do business and for a variety of reasons they would rather be there than anywhere else.

When the group were questioned further on why there appeared to be such a wide disparity of opinion over the quality and value of the business development support available, the view was that the recent depressed state of the high-tech market would be a major influence.  It was felt that companies within HPIC may well have fared better than other companies because of the available support, but that this opinion was only surfacing with the benefit of hindsight.

It would be fair to agree that the companies performance and hence HPIC performance is all the more creditable as it has been achieved against a background of poor market conditions across technology sectors.  In August 2002 the Arizona Technology Incubator in America (a member of the reputable National Business Incubation Association) was forced to close.  Nearer to home an August 2002 report showed “high levels of borrowing and heavy investment in technology companies have wiped more than a third off the value of one of Edinburgh Fund Managers’ trusts over the past year”.

Centre Services

HPIC provides a wide range of services which tenant companies can access.  The feedback from companies on the quality and standard of these services is contained in Figure 4.1.  The overall view is positive and shows a good level of satisfaction.
General service usage – Total (% response)
Figure 4.1
	
	Very poor
	Fairly poor
	Neither poor nor good
	Fairly good
	Very good
	Not used

	IT and internet
	0
	0
	5
	48
	48
	0

	Onsite business advice and hands-on support
	10
	10
	19
	5
	38
	19

	Reception and café facilities
	0
	0
	10
	33
	57
	0

	Meeting rooms
	0
	0
	0
	38
	57
	5

	Additional phone lines
	0
	0
	16
	38
	19
	29

	Typing/desktop publishing/binding
	0
	0
	14
	33
	10
	38

	Specialised equipment
	0
	0
	10
	33
	19
	38

	Specialised business services
	0
	5
	14
	5
	19
	52

	Catering
	0
	10
	10
	52
	14
	14

	Photocopying/Faxing etc
	0
	0
	19
	33
	24
	24


Tenant companies were asked if there were any other services which HPIC could or should provide.  Their feedback is presented in Figure 4.2.  There was no great demand coming through, but air conditioning was brought up as an issue, and the focus group confirmed quite a high degree of agitation surrounding this.

Other services HPIC could provide
Figure 4.2


	Service
	% Response

	Kitchen
	14

	Vending machines
	10

	Air conditioning
	10

	Wider understanding of technical know-how
	5

	Electronic noticeboard
	5

	Secure shared service area
	5

	H&S advice/support
	5

	Internet conferencing
	5


Centre Management

From the outset of the project, HPIC has had two key stakeholders, SE Renfrewshire and Caledonian Land.  Both have made substantial commitments to HPIC and have a mutual interest in its progress.  The legal agreement between the parties shows that the building belongs to Caledonian Land, but that SE Renfrewshire have committed them to running HPIC as an Innovation Centre over a ten year period – in return for their support.

A key decision which was made was to appoint a centre Director with responsibility for all aspects of the running of the centre.  Whilst this seems a logical approach in hindsight, there may have been a temptation to split the business development and property related issues into separate roles – or to run HPIC purely as a property to let with ready access to business development support.

The decision was important because it enabled a well located, high spec building to be developed as a place for business to flourish.  This approach was taken a stage further by appointing a Director who had a background in delivering support for young, innovative businesses.  The board members still agree that this approach works and were highly complimentary in the performance of HPIC under the direction of Tom Ogilvie.

The funding of the Director’s post is split between Caledonian Land and SE Renfrewshire, with the Director being employed by Insignia, the company that provides property management support for HPIC.

The role of HPIC was to attract and assist the development of innovative companies and/or innovative products.  In addition, SE Renfrewshire hoped that 25-30% of available space would be occupied by new businesses.  Table 5.1 shows that 67% of companies responding to our survey were either start up or pre-start up.

Type of company in HPIC 

Figure 5.1


	Category
	% Response

	Pre-start up
	5

	Start up
	62

	Satellite
	10

	Corporate spin out
	5

	Established company
	19


HPIC also exceeded expectations in the speed in which it reached and surpassed target occupancy levels – at one stage reaching 100%.  The companies comments on what attracted them to HPIC originally are set out below.

· on-site business development advice

· quality accommodation and 24/7 internet services

· start-up support – particularly help with attracting funding and grants

· cost effective small office including broadband internet access in the price

· quality of premises/services

· facilities and business support

· secure environment to grow our business

· business advice team and centre management team

· convenience of the location, the facilities and the expertise

· flexibility of accommodation, lease terms

· impressive building/inside facilities – good impression for customers, etc

· availability of business advice

· the internet access, the facilities within the building and the image the building portrayed, the promise of grants was partly there, but never materialised, but I did not really expect them to

· availability and corporate quality accommodation

· UNISP scheme

· promise of grant funding

· the business services that made it more than a managed office

Perhaps the range of reasons coming forward highlights the fact that there is not ‘one best way’ to deliver a successful centre such as HPIC.  Rather, it is a combination of services that individual companies are able to relate to and cherry pick the service or services that meet their business need.

The marketing approach was to promote an environment where business could flourish, and to attract people and companies who saw innovation as a cornerstone of their business.  Some of the comments made in the questionnaire and at the focus group about failure to meet expectation may indicate a need to improve communication, as often the service which companies claimed was not provided, was actually available.

Tables 5.2 and 5.3 set out what the companies see now as the most important service provided by HPIC.  Whilst premises/services are most valued in each table, it is interesting to again note that start-up companies rate business advice higher than more mature companies.

Most important service – total (% response ranking)
Figure 5.2


	Service
	1
	2
	3
	4
	5
	Rank

	Premises/services
	5
	0
	10
	24
	62
	1

	Access to funding
	38
	24
	5
	10
	10
	7

	Access to VC support
	67
	19
	0
	0
	0
	8

	Location
	5
	19
	29
	24
	19
	2

	Business advice/support
	10
	38
	10
	24
	14
	4

	Innovation advice/support
	14
	38
	14
	19
	5
	5

	In-centre network
	19
	33
	19
	19
	0
	6

	The whole package
	0
	14
	43
	14
	19
	3


Most important service – Start-up (% response)
Figure 5.3


	Service
	1
	2
	3
	4
	5
	Rank

	Premises/services
	7
	0
	7
	29
	57
	1

	Access to funding
	29
	14
	7
	14
	14
	7

	Access to VC support
	64
	14
	0
	0
	0
	8

	Location
	7
	14
	36
	29
	7
	4

	Business advice/support
	0
	21
	14
	36
	21
	2

	Innovation advice/support
	7
	29
	14
	29
	7
	5

	In-centre network
	21
	21
	21
	21
	0
	6

	The whole package
	0
	7
	36
	21
	21
	3


The focus group summed up the overall benefit of being an HPIC tenant as “the overall professionalism of HPIC is rubbing off on the companies – we gain credibility more quickly with customers when they see where we operate”.

Economic Impact

The evaluation has looked at the net economic impact of the support provided through HPIC.  This means taking account of the benefits in terms of improved performance accruing to the companies located there.  These benefits have to be discounted to take account of those which firms would have achieved anyway through some other means (deadweight or non-additionality) - and effects on competing business in Renfrewshire and Scotland (displacement).  The relevant questions were asked in the questionnaire which the businesses completed.
1.6 Change in businesses’ performance 

The analysis starts with firms’ estimates of the change in their turnover since they moved into the HPIC.  Nearly 50% of businesses reported an increase in turnover since moving into HPIC.  A few reported no increase, but the rest simply did not complete the question.  In these cases, we have assumed no increase in turnover.  This may underestimate impact in cases where:

· the question was not clear to the business

· turnover in the business might actually have declined but for the help of HPIC

1.7 Additionality 

The firms' own estimates of additionality (answers to Q14 – see Appendix 1) were then applied to the change in turnover figure to provide an assessment of the contribution which HPIC has made to the change in the businesses’ fortunes.  The following arithmetical factors have been used:

· absolute additionality – factor of 1.00 (all the change is attributable to being in HPIC)

· partial additionality – growth/survival more secure or sustainable as a result of being in HPIC – factor of 0.50 (50% of the change attributable to HPIC)

· partial additionality – firm has grown quicker as result of being in HPIC – factor of 0.25 (25% is attributable)

· partial additionality – HPIC has made some contribution to growth/survival; factor of 0.25 (25% attributable)

· no additionality – HPIC has made no contribution to our growth/survival; factor of zero

In this analysis:

· positive additionality was present in 80% of the cases in the sample

· it was absolute in 20% of cases in the sample

1.8 Displacement 

Further discounting then took place to reflect the extent to which the growth of the firm is likely to have been at the expense of other firms:

· in Renfrewshire

· in Scotland

Calculations were based on firms' answers to Q16 (see Appendix 1).  Displacement will be higher the wider the geographical area which is taken into account.  

75% of businesses reckoned that displacement would be zero at the Renfrewshire level; nearly 50% reckoned it would be zero at the Scotland level.  These are very low figures and reflect the specialist and technological nature of the products supplied by the type of firms which are located within HPIC.

1.9 Multipliers

Supplier and income multipliers were then applied.  No original survey work was done on these factors (to avoid over-burdening businesses with the questionnaire) so Scottish Enterprise standard values were used.  These might underestimate supplier multiplier values since the Scottish Executive input/output tables provide a higher value for businesses in the computing/IT sector.  

1.10 From the sample to the population

The figures for the sample were ‘grossed up’ to reflect the likely impact over the population as a whole.  This was done simply on a pro rata basis (21 in the sample to 35 in the population).

Finally, account was taken of businesses’ expectations about their future prospects.  Discounting again took place to reflect the contribution which HPIC would make to performance.  

Results

The results were as follows (all figures relate to the population and not the sample):










Figure 6.1


	Gross change in turnover per annum so far
	£16.0m (£6.3m)

	Gross change in employment so far 
	193 (82)

	Net jobs at the Renfrewshire level attributable to HPIC
	70 (35)

	Net jobs at the Scotland level attributable to HPIC
	79 (39)

	Net future jobs (over the next three years) in Renfrewshire supported by HPIC
	164 (129)

	Net future jobs in Scotland supported by HPIC
	179 (139)


Note: Figures in brackets were calculated excluding Idesta.

Clearly future jobs expectations need to be taken with a degree of caution.  However, even if only half of them emerged, this still accounts for over 80 new jobs at the Scotland level.  An important feature of new jobs created by these businesses will be their quality, with many of them graduate level or above.

The Advisory Board

The advisory board comprises members from the two major stakeholders plus members from related disciplines and members with an entrepreneurial background.  The Director of HPIC values the contribution and advice from the board, as do the major stakeholders.  The view of the board themselves is generally that the balance of the board is good – and that their fellow members are committed with a genuine interest in the success of HPIC and its tenant companies.

There are cases where advisory boards can be toothless and one comment was made by a board member who queried the longer term strategy of Caledonian Land, and posed the view that the board was in effect there at the request of the owner of the building.  However, although Caledonian Land own the building, a good deal of the short to medium term balance of power lies with SE Renfrewshire and their drive to develop new high tech businesses.

Two factors which perhaps demonstrate the value associated with the board and their focus on business development as the major driver was, firstly, SE Renfrewshire appointing their CEO to the board.  This was to enable wider issues to be brought to board attention – by someone with greater decision making authority.  This was a direct response to board comments regarding the ability of the public sector to move quickly on issues.

The other factor was the view from Caledonian Land that their role on the board was to represent the property aspects of the HPIC as well as the financial interests of Caledonian Land.  It was felt that they had no real involvement with the business development side as that was not an area of expertise, and for this reason their representative did not always feel fully involved as a board member.

These comments and actions are an indicator of the strength of purpose of the business development and new company formation drive for HPIC.  In interviews with members of the advisory board, the key issues came through as follows:

1.11 Business development

The general impression of the board is that the business support on offer to tenants was good, but more than one member queried if having more than one source of business advice was the best way to structure such a service.

There is also, however, the view that there is a need to improve the business development process and/or the management of its delivery.  Those closest to the business development process and delivery mechanisms highlighted this at an early stage and feedback from the companies tend to back this up.

One practical suggestion was that a greater amount of work would have to be done to find out more about companies, and their markets as they enter HPIC.

One view given is that business development support is applicable to all companies and that there is minimal difference between the form of support required at varying stages and sizes of growth.  The hand-out culture is alive and well in Scotland (unfortunately) – and if grants are viewed as the be all and end all in business development support then an exercise to alter this view is required.

1.12 Phase 2

There are mixed views across the board of whether Phase 2 will happen or not.  There is certainly a level of frustration that Phase 2 is not yet underway, and some board members were looking at the potential for alternatives to a further SE Renfrewshire/Caledonian Land development.  One board member made the point that HPIC will suffer if there is no Phase 2, and extended this to Renfrewshire generally as there is no stock to compete in the marketplace.

SE Renfrewshire and Caledonian Land both expressed a desire to see Phase 2 happen but there was nothing at present in the pipeline.  Caledonian Land did confirm their commitment to the ongoing upgrading of the Hillington Estate and saw a Phase 2 development as an integral part of this.  At the time of interview, Caledonian Land hoped to start on-site later in 2002 with a best-case opening of 2003.

1.13 Success factors

The one success factor acknowledged by every board member interviewed was the role of HPIC director.  Comments included:

· “This project works because of the good relationships which exist and the way they are nurtured by Tom Ogilvie”

· “Success is largely down to Tom Ogilvie’s style in managing HPIC – and his connections to investors”

· “There is a potential for friction at Hillington with HPIC’s twin objectives and the key success factor to date has been Tom Ogilvie’s handling of relationships”

Caledonian Land have longer term objectives to meet, but ultimately will measure success against:

· return on capital

· a tangible extension of their client base

It is early days to declare either objective as met, but Caledonian Land are pleased with the performance and occupancy of the Centre to date and believe both objectives are well within reach.  A reason Caledonian Land saw for the success of the centre was the mutual objectives of the partner organisations surrounding developing businesses.  The Caledonian Land view was that the current occupants were “clients of the future” and that through Hillington, Caledonian Land were helping to grow their own customer base.

Another factor which has contributed to the short term success of the centre has been the amount of “the right type” of companies who have been attracted to HPIC.  This again has been credited to Tom Ogilvie because of his connections into academia and high technology sectors, and the word of mouth marketing approach in these areas - which was taken in preference to promoting HPIC as a property with “extras”.  The comment was made that a surprisingly large amount of companies in HPIC Centre are “genuinely innovative”.

1.14 Room for improvement

Those interviewed felt that were areas in need of improvement, but any improvements would have to be properly resourced otherwise HPIC staff would be stretched too thinly, with the potential for a downturn in performance.  Comments included:

· “The key issue surrounding the fabric of the building was the lack of air conditioning.  There have been customer complaints of stuffiness as the clients expect a sealed unit.  In retrospect air conditioning should have been installed as it was now too expensive to install.  The original concept was for a natural air flow, but the air handling system is now on full time”.

· “University links could be stronger – but this will almost certainly improve under the new Principal at Paisley.  Tom Ogilvie has good university contacts – needs more resource to cover and exploit this.  Technology as important as people coming from the Universities.”

· “SEN/SER relationship could be streamlined further.  Wireless incubator a case in point – need to move more quickly”.

· “Business Development needs to be streamlined between the 3 groups”.

· “Damovo should not have been sited in the building although it was recognised that it provided a good SE response to the company and helped the centre quickly achieve a high occupancy level.  The overall message was negative however as it could be seen as a short term fix site for Scottish Development International (SDI) to offer to large companies”.

1.15 Future challenges/the way ahead

Board members were eager to put forward suggestions on the way ahead but stressed the need to fully resource any additional activity.  Comments included:

· ScottFin would be a good way to start looking at foreign markets and building international links.  There should be greater focus on inward investment – STAR centre in reverse?

· work in niches – starting in wireless with the incubator

· centre must differentiate itself

· centre must be empowered to move quickly to exploit market opportunities

· one down-side for the centre being hailed as a great success story and the promotion regarding its 100% occupancy, may have led to people thinking it was now full and there was no point in enquiring re space.  This was an issue and it is currently unclear how best to manage this as the current word of mouth marketing had built up the ‘right’ client base

· do not be tempted to allow companies to stay too long – the risk would be that they become too comfortable and stagnate

· track alumni of the centre but do not stretch too far – concentrate on the companies that are there

· Hillington must link into the whole Enterprise Network and be seen as a National asset

· greater input and linkages with Universities – this process must be managed

· keeping a good balance between the property and business development objectives to meet everyone’s aspirations – they are now raised and this must be well managed

One dissenting voice said that the centre was still young and did not believe that change was necessary.

A concern for the advisory board was to establish the status and confirm the role of HPIC as:

· a business

· an SE Renfrewshire facilitator or

· a property manager.

The advisory board agreed that HPIC was at something of a crossroads and a clear strategy and agreement on the way forward was now required.  The board believe that the HPIC model can be further developed to be of even greater benefit to the Scottish economy.  There is now a commitment from the advisory board to expose leaders within Scottish Enterprise and the Scottish Executive to the HPIC experience.

Performance

In this section we look at the original objectives and targets and make an assessment on achievement based on the information currently available.

1.16 Objective 1

To build on the success of the First Business programme in generating greater numbers and quality of new small companies with significant growth potential.

Achieved.  The results of the company survey indicated that 67% of tenant companies were start-ups.  The original expectation was that 25-30% of tenants would be new ventures.  The vetting system operating at the centre has ensured that the type of company entering HPIC has been in line with the original remit of housing innovative companies with high growth potential.  A conservative estimate is that around 30 companies have been turned down as they were not the right “fit” for HPIC.

1.17 Objective 2

To diversify the local economy through innovative high growth, technology based small companies.

Achieved.  A total of 54 companies have gone through the centre, of which 35 are currently resident.  There are relatively low numbers of similarly innovative, high growth technology based companies in Renfrewshire.

1.18 Objective 3

To make Renfrewshire, and thereby Scotland, increasingly attractive to inward investors who seek a strong, supportive, entrepreneurial environment for their operations.

Achieved.  The location and quality alone of HPIC makes it attractive to inward investors and this is supported by the eight companies who have located to HPIC.  Of even greater significance is the role HPIC can and already is fulfilling of supporting Scottish Development International (SDI) who are focussing on attracting smaller, more knowledge intensive companies to Scotland.  It should not be understated that the two largest inward investment cases in one year were both housed at HPIC (Damovo and Idesta).

1.19 Objective 4

To encourage more private sector provision of property.

Not achieved.  In Renfrewshire there remains a shortage of this type of accommodation.  Whilst the existence of HPIC has addressed a market failure, it has also created a follow on market failure as companies which out-grow HPIC would most likely leave Renfrewshire by default.

1.20 Objective 5

To provide greater focus on indigenous SME growth, balancing the strength which the local economy has in overseas owned manufacturing plants.

Achieved.  HPIC has helped put indigenous company development on the map.  An interesting though anecdotal point is the number of people based at HPIC who have multi-national company experience.  This was raised out-with the focus group meeting, but this experience was seen as valuable in understanding markets, and purchasing procedures.

1.21 Objective 6

To achieve value for money in the delivery of a major economic development project.

Achieved.  The figures for companies supported (54) and for jobs created (242) are impressive and are in excess of the original figures hoped for.  The original financial forecasts were based on levels of occupancy which have been greatly exceeded in years one and two.  The follow on from this is that the “cost of job created” has also reduced below the expected figures.

1.22 Objective 7

To achieve a cost effective way of constructing a higher quality building that would kick-start the process of improving the estate, and at the same time offer a strong marketing opportunity for the estate in general.

Achieved.  The building is certainly a move up and away from the traditional style of the rest of the Hillington Estate.  Caledonian Land see this as an early move into further expansion, upgrade and development of the overall estate.  HPIC has achieved strong PR from a property perspective and has raised expectation for further development.

1.23 Objective 8

To create a flow of longer term tenants for the Hillington Estate, through companies “graduating” from the Innovation Centre.

Not achieved.  Although it is early days to assess this in terms of the relatively low numbers of companies graduating from HPIC, there is no evidence to suggest that any of the companies which have left have gone to other Caledonian Land properties.  Nor does there appear to be any available, local property which would appeal to companies leaving HPIC as a step up.

1.24 Objective 9

To make a return on investment and keep early losses to a minimum.

Achieved.  The high occupancy rate and thus rental income has exceeded all reasonable expectation – whilst the land value has also increased.

2 Conclusions and Recommendations

The first conclusion is that Hillington Park Innovation Centre is a success.  The early results it has achieved in economic development terms are far in excess of what was originally anticipated and, similarly the rental incomes generated have exceeded expectations.  Some of the key reasons for this success are presented below:

The strength of partnership between SE Renfrewshire and Caledonian Land.  The relationship between economic development and property development in projects of this nature have historically been difficult to get right.  In this case, both sides worked together to reach agreement on the way forward.  The personalities involved at the start of the project deserve great credit – but they are no longer there and it is important that the relationship is not allowed to falter.

The original project was well thought out and the initial research carried out was put to good use.  Best practices from successful incubation models in the United States were studied and implemented.  The most notable factors relating to the physical aspects were:

· the size of the building (in the US an incubator is expected to be profitable in its own right and this is not possible with a building of much less than 40,000 Sq ft)

· the location of the building, next to the M8 and Glasgow Airport

· the high specification of the building

· an all inclusive rental – which included business development support

Once these property-related details had been agreed the way was clear to focus on the reason for the building – creating a stock of innovative, high tech businesses.  The way to ensure that the focus remained on business development and not purely on generating rental income was to employ a manager with a business development focus – and the recruitment of Tom Ogilvie has proved to be highly beneficial.

The marketing approach of targeting specific high tech sectors and involving high profile people with a reputation in business and/or technology gave HPIC a momentum that continues today in attracting the “right type” of company.  This approach should be reviewed periodically to ensure a steady flow of new tenants continues.  One drawback of success can be the impression that entry to HPIC is difficult because it is always 100% full, and the temptation to over promote this achievement should be resisted.

The creation of the “village community” did not come out as strongly as we had expected in terms of networking within HPIC.  Networking went on, but people had to be prompted to recognise this.  What did come out very positively was the availability of people from legal and accountancy firms and the existence of a wide range of support services which they could call upon.

The attraction of inward investment was an original objective and HPIC is proving to be a popular location.  As Scottish Development International (SDI) concentrate more on smaller, R&D driven projects, the opportunities for HPIC will increase.  HPIC have provided a base for eight inward investing companies to date, amongst them Damovo and Idesta which were the largest inward investment cases in 2001.

Damovo moving into HPIC was originally seen by some as HPIC purely trying to fill space.  Comment was made that their presence was counter productive for the centre and that the wrong signal was being sent out.  However, Damovo proved to be a springboard for success in many ways, for example:

· it showed HPIC to be flexible and responsive

· Damovo as a company were supportive of other tenant companies

· filling the building so quickly gave HPIC a real ‘buzz’

· the opportunity to attract small high tech inward investments was now on the agenda

The most important issues to address are around the business development services provided and the way these are managed.  Some companies highlighted a level of dissatisfaction which must be addressed and there are a number of issues to be considered.  A degree of caution should be exercised however on some of the feedback from companies as their expectations were beyond the scope of HPIC.  It is none the less important to hear what has been said and review the services which are provided to tenant companies – and also the way these services are promoted and communicated.  On the positive side, there were also high levels of satisfaction with what is provided and these provide a basis for overall development.

One way of narrowing down misconceptions is to review the way that the business development services are managed.  Having two providers working independently within HPIC is not conducive to a smooth running operation.  It is a credit to the personalities involved that there have been few significant breakdowns.  The current set up is somewhat unusual and difficult decisions have to be made which revolve around two facts:

· the high growth team provide a business development service which is valued by SE Renfrewshire

· a core strength of HPIC is its strong management, and business development focus

A core strength of HPIC was the original decision to empower the manager to control all aspects of operation.  This should not be diluted and the way forward is for the centre Director to manage all business development activity.  This could and should involve the high growth team as their input was largely valued by tenant companies.

The way that business development is delivered is a key issue for HPIC as the ultimate indicator for its success will be the performance of the companies it houses.  SE Renfrewshire have wider business development issues to consider and targets to meet, and to give such a level of control to HPIC is a big decision.  Worth considering would be seconding staff to HPIC to support the way business development benefits are captured.

The perceived differentiation between business development support for start-ups as opposed to more mature companies should be addressed.  The core decision is whether to provide a further, tailored form of support or to pro-actively encourage companies to vacate HPIC after they have “matured”. This is a difficult decision but our recommendation is to move companies on after a set period of time to maintain a vibrancy and churn within HPIC.

There is scope to do many things with a successful project, the danger is expecting the current staff to be able to deliver more on top of what they are currently doing.  It is therefore important to ensure resources (including both finance and people) are available before raising expectations.  Current ideas coming through are at varying stages, they include:

· Create an International dimension within HPIC to encourage foreign technologists to see HPIC as an option.  Projects such as Scotfin – which is now starting to take shape – is an example.

· Become more aware of foreign markets and provide a support service for companies to research then enter

· The creation within HPIC of a Wireless incubator

· Market HPIC in the States as a “Star centre in reverse”

It is recommended that all the above projects should be taken forward – but only if they can be fully resourced.

A decision must be made on Phase 2.  The expectation of a Phase 2 is strong and there is a groundswell of dissatisfaction surrounding the current inactivity on this front.  Whilst the bigger picture for Scotland is bright, the benefits coming into Renfrewshire from HPIC will be lost to Glasgow in particular as graduating companies seek to expand.  A more serious implication will be that companies become comfortable and stagnate within HPIC rather than grow out of it.  For Phase 2 to happen SE Renfrewshire must put it back on the agenda and either convince Caledonian Land to commit, or source another private sector partner to take an alternative forward.

Recognising that it is the overall benefit to Scotland rather than purely the benefit to the Renfrewshire economy which is important, the board now wish the Scottish Executive and Scottish Enterprise to consider rolling out the HPIC experience more widely.  If this is received positively then HPIC can become the platform to launch and deliver a national incubation process.  This would be even stronger if the current drive to support entrepreneurship at Scottish Enterprise was tied into a wider HPIC model.

Finally, and most critically, the enthusiasm of the board for the momentum of HPIC to continue apace should be captured and supported.  The board have asked that a decision on the status of HPIC is made and confirmation given by the two major stakeholders that they would operate as either:

· a business

· an SE Renfrewshire facilitator or

· a property manager.

For HPIC - and the lessons learned in its delivery - to deliver its full potential it is important that it continues to develop and grow and it is recommended that the structure of HPIC is reviewed and a robust structure embedded to enable it to do that.

The downfall for incubator style projects in the past has been the uneasy alliance of property management and business development.  This project has shown great diligence in supporting the partnership between Caledonian Land and Scottish Enterprise Renfrewshire.  Agreement was reached at the outset that they could both work towards shared objectives, and the cost of this is a loss of some element of control.  This can be uncomfortable when things are not going well, but HPIC is going particularly well on both the property and business development sides.  The platform is therefore there to show an even greater level of faith in the expertise of both the board and the current management to grow this successful business further.

Frontline Consultants

September 2002
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3 Hillington Park Innovation Centre Evaluation

What was it that initially attracted you to HPIC?

· On-site business development advice

· Quality accommodation

· 24/7 internet services

· Start-up support – particularly help with attracting funding and grants

· Cost effective small office including broadband internet access in the price

· Premises/services/facilities

· Business support

· Secure environment to grow our business

· Business advice team and centre management team

· The location

· The expertise

· Flexibility of accommodation

· Impressive building/inside facilities – good impression for customers, etc

· The internet access, the facilities within the building and the image the building portrayed, the promise of grants was partly there, but never materialised, but I did not really expect them to

· Availability of corporate quality accommodation

· UNISP scheme

· Convenience

· Ready to use offices allowing trade immediately

· Liked the look of the building

· Promise of grant funding

· The business services that made it more than a managed office

· Flexibility of office space and terms

· Flexible lease terms

Hillington Park Innovation Centre Evaluation

What has made the biggest contribution to your organisation and why?

· Location, internet facilities and professional office space with meeting room etc – makes our company look and feel as professional as it is

· Small firms business loan

· Cost and quality of facilities.  Admin support.  Would otherwise probably have gone out of business by now

· Business advice and support.  The advice of our advisors here has been invaluable in allowing us to start our business of on the right footing

· Good working environment for staff and visitors

· Networking, introduction to contacts

· Premises – which allow us to hold meetings with customers/put on seminars, etc

· Our business advisor – Colin Seggie – who understands our business and can offer proactive help and assistance – eg he helped us to apply for funding at the right time

· Our need to succeed!

· The quality of the building

· Developing a solid corporate image for a small company

· UNISP funding

· Location

· The facility, the building – given professional image

· Loan assistance – it allowed us to survive

· Consultancy contract – it allowed us to survive

· Working towards IIP because this has given the skills to command the marketplace

Hillington Park Innovation Centre Evaluation

What specific contribution has HPIC made to your organisation?

· No formal advice has been given.  Mainly informal chats but no specific assistance has been provided to date

· The high growth team were critical in pushing through loans for us from the council and bank which otherwise would have foundered

· Tried to be very helpful when we first moved in.  But have had no contact from business advisors for approx 2 months

· Organised a legal review – though turned into an introduction to a lawyer who wanted to be paid

· Nurtured the business through its initial phases and ensured we have everything in place to support future growth

· Too early to say

· Introduction to a potential non-exec director

· Flexible accommodation – we moved from 4 man to 6 man room – meaning we kept address/telephone numbers etc – encourages growth

· Access to funding

· Good premises with internet connection.  A good address, and facilities such as meeting rooms/café

· One excellent help as a sounding board has been Ian Robertson

· No specific contribution

· None 

· The HPIC staff and services have acted like a partnership, allowing us to grow with their valuable support

· The professional set-up of the building and the lasting impression it leaves on our clients

· Flexibility to further space as required

Hillington Park Innovation Centre Evaluation

In light of this experience, what improvements, if any, would you like to see?

· Perhaps more hands-on assistance and advice.  

· Perhaps a bit more ‘incubation’

· Ability to redirect calls externally ourselves.  The current phone system does not meet our needs.  Cheaper phone call rates.  

· Inadequate air conditioning is a serious problem, its negative effect should not be under-estimated

· Giving high growth team advisers access to loans and equity fund for start-up companies

· Business advice and support needs to be much more focused on understanding the needs of our business

· Too early to say

· One point of contact to book time with any of the advisors – currently I contact each one directly

· Library/knowledge resource with info on funding, how to write a business plan etc

· Am quite happy, but would like to see clearer direction on grants and funding, if there is any, and a clear statement that there is – if there is, if not fine!

· The people other than Ian, don’t inspire trust, it feels like an us and them situation.  I really want anything to do with anyone here.  I am not comfortable and feel that our business dealing and trade secrets/plans, might be compromised, so I am reluctant to get involved to any more detail than I have.  I would certainly not be prepared to discuss my business plan, or put one forward

· More creativity support

· Change of management

· Widening of expertise – more care taken

· Openness of management team

· Advisors with real business experience

· An HPIC administered fund

· Can’t think of any off hand

· Air conditioning put in the offices and conference room

· Support staff who are prepared to look at each individual company on its own merits, rather than applying a broad brush approach
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