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Executive Summary 
Introduction
1
In 2005 Scottish Enterprise (SE) implemented its Growing Business Strategy. Its aim was to focus business development resources on companies that seemed to have the greatest growth potential. 

2
The main delivery vehicle was the Designated Relationship Management programme. This targeted support at some 2,000 companies. Generally these fell into 2 categories each of which had 3 year turnover growth targets: Account and Client Managed companies, with the Account Managed targets being higher.
The Evaluation

3
This evaluation was commissioned in late 2007 from GEN, Hayton Consulting and Research Resource and was to assess the impact of the Account and Client Managed interventions.

4
One of the central aims of the work, distinguishing it from other evaluations, was that it was to assess the impact of all products and services that the companies received, rather than evaluate individual products: the approach that had characterised previous evaluations.

5
The evaluation looked at the impact of support over the 3 year period 2004/05 to 2006/07. 

6
The main aims of the evaluation were to:

· See how appropriate the programme was 

· Assess its cost effectiveness and Value for Money 

· Assess effectiveness in attaining defined outcomes

· Determine economic impact, including such things as additionality, net job creation and, crucially, net Gross Value Added (GVA).
Methodology

7
The principal method was to undertake a company survey. 

8
The survey questionnaire was developed with extensive consultation with SE. The intention was to formulate a standard set of questions that could be used in future evaluations. To this end the questionnaire was consistent with SE’s economic impact and evaluation guidance and HM Treasury’s ‘Green Book’.

9
The number of achieved interviews was intended to ensure that results could be reported at the geographical level of the former Local Enterprise Companies (LECs) at an accuracy of +/- 10% at the 90% confidence level.

10
The survey was piloted to determine the best approach to the interviews (face-to-face or telephone) and to test the questionnaire’s logic, flow and intelligibility. The outcome was a decision to undertake telephone interviews and some changes to questions and their routing. 

11
The survey was undertaken using Computer Assisted Telephone Interviewing (CATI) and 740 interviews were achieved out of an eligible Account and Client Managed population of 1,916 companies.

12
The survey work was undertaken over a 10 week period between March and May 2008.

The Evolution of the Account and Client Management Programme

13
The Account and Client Managed approach to supporting companies has been arrived at after a lengthy period of development within SE and its predecessor body the Scottish Development Agency.  This development has been characterised by tensions between centralisation and local discretion. At times centralisation, and the associated desire to deliver consistent, standardised services across Scotland, has been paramount. At other times local diversity has been central.

14
This evaluation was undertaken at a time of transition, as SE moved from a business support offering that varied considerably across Scotland to one that concentrated upon the delivery of a limited number of consistent products and services.

15
These changes have been influenced by a number of external research studies that have highlighted issues in Scotland’s economic development. 
16
The main starting point was the 1993 Business Birth Rate Strategy. This analysed reasons for Scotland’s business birth rate lagging behind that of the United Kingdom and made a number of proposals. These included providing finance for business starts, mentoring, support for growing businesses and public relations campaigns to raise the profile of entrepreneurs and entrepreneurialism.

17
However, subsequent research found that there were considerable inconsistencies across Scotland in the business support services that were delivered. For example, a review of High Growth activity in 1999 found that different definitions of High Growth were used across the LECs. A similar situation was found in 2001 when the Business Birth Rate Strategy was evaluated. This led to calls for the standardisation of delivery and the development of a consistent national approach to business development.

18
These calls were repeated by the Scottish Parliament, which argued that ‘duplication and confusion’ needed to be reduced. 

19
One outcome of these pressures was the introduction of Small Business Gateway in 2000 which, in 2004, became Business Gateway. Through this there was consistent marketing of the services available to support small business.

20
The Account Management approach started amongst a number of LECs that introduced a single point of contact for companies being supported. It was later extended across the SE area.

21
At the same time as it was being introduced, SE was undergoing wider change through the Business Transformation programme. This was driven by the need for consistent customer management, a desire to have standardised products for business and the introduction of the Customer Management Relationship (CRM) system that was to track SE’s dealings with companies.

22
However, the tensions between these attempts at centralisation and local discretion were still evident, as a critical report in 2004 by Audit Scotland found. It showed that there were still inconsistencies between LECs in the approaches they adopted, considerable variations in the relative numbers of companies supported and in the extent to which central guidance was followed.

23
One of the outcomes of this was the introduction of selection criteria for company support, in essence the Account and Client Managed approach that exists today. This states that: to be classed as Account Managed companies need to have a target to raise annual sales by at least £1 million after 3 years, with a minimum level being set at £800,000. For Client Management the 3 year target is to raise annual sales by at least £400,000 over 3 years.

24
The Account and Client Management model is central to the delivery of SE’s 2008-2011 Business Plan, which includes a series of business growth targets.

25
The need for clarity and consistency in the business development offering is now stressed by SE’s senior management. This is likely to be easier to deliver with the removal of the LECs and the introduction of a more centralised approach to service planning and delivery.

The Survey – Establishment Characteristics

26
Some sectors were overrepresented in comparison to the overall population of companies within Scotland, particularly Manufacturing .

27
Distribution, Hotels and Restaurants were underrepresented, possibly as companies in this Group may be less likely to meet the criteria for being accepted as Account or Client managed.

28
Of the companies in the sample, 56% were within Scottish Enterprise’s definition of Key Sectors whilst 12% were classed as Other Growth Industries. These are the sectors to which support is to be targeted.
29
Of the surveyed companies 88% were headquartered in Scotland.

30
Over half of the sample had been trading for more than 10 years, 11% less than 3 years.

31
In terms of employment, 36% of the sample had between 11 and 50 employees. In comparison with the Scottish population of companies those surveyed were larger. For example,  only 26% had 10 or less employees compared to 80% in Scotland as a whole. 
32
There was a degree of polarisation in staff qualifications. For example, 37% of the sample had fewer than 10% of staff with degree level qualifications, whilst 26% had between 75% and 100% of staff with such qualifications.

33
In terms of turnover, 35% of the sample had turnovers in the £1 million to £5 million range in 2006/07. However, around 6% had annual turnovers in excess of £50 million.
Relationships with Scottish Enterprise

34
The survey found that most companies had received support from SE for a reasonable time, with the majority (70%) having been Account or Client Managed, or the earlier equivalent, prior to 2004.

35
The possibility of obtaining funding was found to be the main motivating factor for initial engagement with SE. Similarly, funding was rated as the single most important intervention delivered by SE by over half of those surveyed.

36
Overall satisfaction ratings were high, with 86% stating they were either ‘very’ or ‘fairly satisfied’ with the services offered by SE. This was consistent with the findings in the earlier 2004 and 2006 customer satisfaction surveys commissioned by SE.
37
Benchmarking of SE’s satisfaction ratings against other service providers, such as banks, local councils and power suppliers, found comparatively high levels of satisfaction.

38
The majority of the survey respondents were strong advocates of SE. This finding was again consistent with the 2006 customer satisfaction survey.

39
For around a third of respondents SE was the sole provider of business support and advice.

Analysis of Satisfaction Ratings by Geography and Key Sector 

40
Variations in satisfaction ratings by geography and sector would seem to indicate that there are variations in the delivery of services to Account and Client managed companies across Scotland. However, a note of caution should be sounded when interpreting the results, in that conclusions are based solely on analysis of the survey data, without any qualitative consultation with locally based staff.

41
Bearing this in mind, the former LEC areas of Forth Valley and Lanarkshire can be held up as examples of good practice in the way in which Account Managers engage with establishments. The continual above average satisfaction scores indicate that these regions have lessons to teach others, particularly Fife and Grampian. 
42
In terms of Key Sectors, Tourism outperformed all of sectors in terms of high satisfaction levels. In contrast levels of high satisfaction were lowest amongst Financial Services and Defence and Marine.
The Additionality of Account and Client Managed Support
43
There was a high level of deadweight on the 4 business metrics of turnover, profit, employment and innovation. In each case, around two thirds of establishments reported that support from SE had made no difference to performance. This was comparable to estimates from a number of RDA evaluations. (N.B. While there may be operational lessons from this finding deadweight itself is only one step in the process of assessing value-for-money. There is no simple relationship between additionality and value-for-money.)
44
Over half the establishments surveyed had introduced some form of innovation in the last 3 years.

45
Around two thirds of establishments felt that support from SE had made no difference to turnover, employment or innovation expenditure. However, around third of establishments reported that SE had accelerated development of these factors.

46
Over half of establishments felt there had been no difference in the quality of employees and management or to the quality of the main innovation activities as a result of SE support. However, around two fifths felt that SE support had improved these factors.

47
The largest proportion of establishments (around 30%) felt that market conditions had improved moderately over the past 3 years. 
The Programme’s Economic Impact

48
The Account and Client Managed programme’s economic impact was calculated using a transparent methodology that was consistent with both SE’s and the Treasury’s guidance. 

49
In terms of turnover benefits:
· The average turnover of establishments surveyed ranged from £10.4 million in 2004/05 to £10.8 million in 2006/07
· The average gross turnover change per establishment was £1.4 million over the 3 year evaluation period
· SE’s average additionality on gross turnover was 5% over the period. Additionality was assessed based on SE’s contribution to the level of turnover in a given year rather than on the change between years
· The net turnover impact of SE support on the Scottish economy was estimated to be £1.45 billion (+/- 3.52%) between 2004/05 and 2006/07
· The proportion of establishments reporting a net additional turnover benefit from SE support increased year-on-year, peaking at 34% in 2006/07

50
The GVA and Innovation benefit findings were:
· The gross GVA growth of the sample remained relatively static over the evaluation period
· SE’s net GVA impact on the Scottish economy was estimated to be £613.2 million (+/- 3.83%) between 2004/05 and 2006/07. As with turnover, this was assessed based on SE’s contribution to the level of GVA over the period rather than on the change in the period
· In gross GVA terms, Account and Client Managed establishments appear to be growing faster than the wider Scottish economy. Gross GVA growth was found to be 6.5% between 2004 and 2006, in comparison to 4.1% for the wider Scottish economy
· The net average GVA impact per establishment was £301,826 over the 3 year period
· GVA per FTE employee was estimated to be £47,628. This is above the Scottish average
· The proportion of establishments reporting  net additional GVA benefits from SE support increased year-on-year to a high of 34% in 2006/07
· SE’s net impact on innovation spend was estimated to be £109.8 million (+/- 4.31%) amongst the portfolio of companies in 2006/07.
51
The employment findings were:
· The average employment in the establishments surveyed ranged from 97 (full and part-time) in 2004/05 to 101 in 2005/06
· The average change in employment over the evaluation period was 8 jobs in absolute terms and 7.2 in FTEs
· The net employment impact of SE on the Scottish economy was estimated to be 13,064 absolute jobs and 12,875 FTE jobs (+/- 3.20%) between 2004/05 and 2006/07
· The proportion of establishments reporting net additional employment benefit from SE support increased year-on-year, peaking at 23% in 2006/07.
Value for Money

52
Although the Account and Managed programme seems to produce good economic benefits these can only be fully assessed in comparison with the costs of the programme and with the benefits that similar programmes bring.
53
The costs of delivering services to Account and Client Managed companies were therefore calculated over a 3 year period, taking account of product delivery costs (including the 3 capital funds run by SE), staffing and overheads.

54
When measured in 2004 prices costs were volatile, falling from £48 million in 2005/06 to £39 million in 2007/08.

55
Calculation of benefits (again in 2004 prices) showed that, over the 3 years,  net GVA grew by £613 million as a consequence of SE’s Account and Client Managed activities and 13,000 net new FTE jobs were created.

56
Unlike the costs, the benefits showed growth over the 3 years, although this was not always uniform. For example, turnover grew by 14% between 2004/05 and 2005/06 and 24% between 2005/06 and 2006/07, whereas employment growth over the same periods was 29% and 14%.

57
There was no apparent correlation between costs and benefits. For example, decreases in costs were not matched by a fall in benefits. This might reflect increased efficiencies. There may also be a lag effect. If this is the case then it might be that future benefits will decrease.

58
Comparing costs and benefits was not straightforward. Comparisons were done in 2 ways: comparing costs and benefits for the same year and trying to model any lag effect by comparing 2005/06 costs to 2006/07 benefits. 

59
The comparisons produced a range of impacts. For example, for every £1 of spend by SE turnover increased by between £10 and £15 and GVA grew by between £4 and £6. The costs of creating a net FTE job ranged from £7,500 to £11,000.

60
The Value for Money of Account and Client Managed interventions was calculated by comparison with 4 other programmes: Regional Selective Assistance in Scotland, SE’s High Growth Start Up Unit, Advantage West Midlands’ Clusters Programme and Business Link.

 61
However, exact comparisons are difficult as different assumptions and methodologies have been used in the different evaluations. Despite this, 2 common comparators were used: the costs of creating a net FTE job and the GVA impact per £1 of public spend.
62
Account and Client Managed interventions performed the best at job creation, at a cost of around £10,000 compared to £12,000 for Business Link and £43,000 for Regional Selective Assistance, according to one of the methodological approaches used.

63
Account and Client Managed interventions created £5 of additional GVA for every £1 spent by SE. This was exceeded only by Advantage West Midlands’ Clusters Programme.

64
This performance resulted in the conclusion being drawn that Account and Client Managed interventions represented good Value for Money in absolute and relative terms.

Exploring and Explaining GVA Impacts
66
The distribution of GVA impacts from the survey varied: 3 companies reported negative impacts, 364 no impacts as a result of SE’s interventions and 191 positive impacts. The distribution of those reporting positive GVA values was negatively skewed. For example 33% of companies reported impacts of less than £50,000, whilst 10% reported impacts in excess of £1 million. To ensure that any analysis was not distorted by extreme values, companies reporting high GVA impacts (in excess of £200,000) were generally removed from the analysis. 

The Analytical Approach

 67
To try to explain the GVA impacts a variety of data transformations were used to see if this increased the explanatory ability. These added little. As such the analysis used tests that assumed relationships were linear.

68
To explain the GVA impacts a variety of statistical tests were used. This number was, in part, a reflection of the difficulties encountered in trying to identify causal relationships.

69
Initially a Factor Analysis was undertaken to try to see how those companies reporting zero GVA impacts differed from those reporting positive impacts on certain survey variables.
70
Subsequent analysis made used of multiple and simple regression in an attempt to explain GVA in terms of such independent variables as establishment size and public sector spend.

71
Use was also made of T and Chi Squared tests to see if there were any statistically significant differences between sub-sets of companies on different variables. 

 What Distinguishes Zero and Positive Impact GVA Establishments?

72
Factor analysis was used to try to see if the zero and positive GVA impact establishments differed from one another on any theoretical dimensions.  The main finding was that the companies were characterised more by similarities than differences on the survey variables.

73
When the growth profile of the 2 groups of companies was examined over the period 2004/05 to 2006/07 it was found that employment growth was almost identical. However, the zero GVA companies showed turnover growth some 3 times greater than the positive GVA sub-group and profit growth 50% higher.

74
The differences between the 2 groups of companies were then explored in terms of a range of other survey variables. They differed on 4 variables: employment, turnover, company age and staff qualifications. There were no differences on such variables as public sector financial support, the length of time SE had worked with the companies, geographical location and industrial sector.

75
Analysis of the raw data found that the zero impact companies were larger (in terms of employment and turnover), older and employed less well qualified staff. Given that the positive GVA companies are smaller, it might be that they have greater growth potential.
76
Although considerable time was spent on the analysis, as a mechanism for identifying companies that could be targeted to increase GVA impacts the results were inconclusive and disappointing.

The Spatial and Sectoral Distribution of GVA Impacts
77
When the spatial distribution of impacts was explored it was apparent that these were not uniformly distributed across the LEC areas.

78
Three LECs had average GVA impacts some 50% higher than the sample average (Glasgow, Lanarkshire and Edinburgh and the Lothians). Two had impacts that were around a quarter of the average (Dumfries and Galloway and Dunbartonshire).

79
There were also variations in the proportions of companies in areas reporting positive GVA impacts. For example, 47% of surveyed establishments in Forth Valley reported positive impacts whilst only 13% did in Dumfries and Galloway. Those reporting zero impacts mirrored this distribution. Thus 87% of surveyed establishments in Dumfries and Galloway reported zero impacts and 53% in Forth Valley.

80
These variations seemed to reflect 2 factors: establishment size and industrial sector. This seems to imply that those LECs where there were low GVA impacts (and higher than average percentages of establishments reporting zero impacts) were working with smaller companies where absolute impacts were smaller, that were operating in sectors where it was more difficult to make an impact.

81
GVA impacts by sector varied. The greatest average impacts were seen in Transport and Public Administration, Education and Health, whereas the lowest were in Banking and Finance and Distribution, Hotels and Catering.

82
There were also sectoral variations in the percentages of establishments reporting positive and zero GVA impacts. For example, over half of those in Energy and Water reported positive GVA impacts compared to only 15% in Public Administration, Education and Health. 
83
These impacts may also be influenced by other factors, such as the quality of Account and Client managers. However, no data was collected to enable these, and other factors, to be measured. 
Explaining GVA Impacts

84
To try to explain GVA impacts 3 broad hypotheses were formulated, that GVA was a function of:
· Public Sector Interventions with the targeted companies

· The Characteristics of these Companies, with some being in sectors where it was easier to achieve net impacts

· The Companies’ Growth Profile so that if a company was growing, reflecting dynamic management, then it might be easier to achieve even greater growth by working with it.

85
The initial analysis involved calculating the correlation coefficients between the 14 explanatory variables and GVA. Of the 105 pairs of coefficients 27 (26%) were statistically significant.

86
There were 5 statistically significant relationships with GVA: employment, establishment age, exports, innovation expenditure and employment change between 2004 and 2006. It was felt that these reflected scale and company dynamism.

87
SE expenditure did not have a statistically significant relationship with GVA, although it did with innovation spend. Given that GVA is related to innovation expenditure, it may be that SE’s relationship to GVA is being masked. 

88
Having looked at the bi-variate correlations, attempts were then made to explain GVA in terms of combinations of the Public Sector Intervention, Company Characteristics and Growth Profile variables using Multiple Regression. The regression coefficients were weak, explaining relatively small percentages of variance in the 3 data sets (15%, 16% and 10% respectively).

89
To try to increase explanatory power the 3 data sets were combined. The resultant Multiple Regression Coefficient of 0.655 explained 43% of the variance in the data. The key explanatory variables were company age, exports, innovation spend and employment changes between 2004 and 2006.

90
The relationship between GVA and a number of alphanumeric variables, such as sector, establishment location and the establishment’s reason for working with SE, were then explored. There were 2 significant relationships, with: industrial sector and the location of the establishment’s head quarters.

91
It was concluded that trying to identify an explanation for the GVA impacts reported by the surveyed establishments was not easy. There were likely to be many factors that have an effect, not all of which have been measured. It was also felt that some of the variables were imperfect measures.

92
Bearing these shortcomings in mind, the implications of this analysis for the targeting of support need to reflect the conclusions of earlier work in the Report. This found that SE seemed to be able to have a positive impact upon GVA for establishments that were smaller, younger and had better qualified staff.

93
Accordingly it can be concluded, on the basis of this analysis that, within the sub-set of positive impact GVA establishments, there might be merit in working with older companies that SE already has a relationship with, that export and spend above average amounts on innovation.

94
However, it is difficult to know if the relationships that have been identified are always causal. For example, do companies export and spend on innovation because of SE’s support, or is it that companies that are innovative are more likely to export, regardless of SE’s involvement?

95
It might also be the case that, even if it proved possible to use the above criteria to target support, additional impacts might be limited as there may be few companies with these characteristics that SE is not already working with. If this is the case then the current pattern of impacts may be the optimum.
The Relationship Between Products and Services Received and GVA Impacts

96
The establishments in the survey had received 242 separate products or services from SE. Of these 181 (75%) were unique to particular LEC areas. It therefore seemed that, over the survey period, there was no such thing as a standard Account and Client product and service offering.

97
The analysis of the relationship with GVA concentrated on 25 products and services that were delivered in more than one LEC area.

98
Of the 25, 6 had statistically significant relationships with GVA. These were: Leadership for Growth, E-Business Advisers, Graduates for Business, Market Development (Flexible Financial Product), International Exhibition, Missions and Learning Journey and International Strategy Workshop. 

99
Given that the earlier work had linked GVA to such things as exporting and innovation, the relationship between GVA and some of the products is to be expected and confirms, to some extent, the earlier analysis.

100
Leadership for Growth was delivered in 3 LECS, so it is unclear if it is possible to generalise about its impact.

101
Despite this, the analysis seems to show that if companies receive these products and services then there is a greater probability that there will be positive GVA growth.
Conclusions

102
The analysis has identified 2 key factors: that the majority of Account and Client Managed companies are satisfied with the support provided by SE and the business support programme generates substantial benefits for the Scottish economy.

103
For example, 86% of establishments surveyed were satisfied with the services offered whilst over the 3 year evaluation period net additional turnover amounted to £1.45 billion, there was £613 million of net additional GVA, 12,875 FTE jobs were created, net GVA per FTE was £47,628 and there was net additional innovation spend of £110 million in the one year for which it was possible to do the calculation.

104
In terms of Value for Money, every £1 of SE spend generated £10 to £15 of additional turnover, between £4.32 and £6.38 of GVA and £2.28 to £2.91 of innovation expenditure. The net cost of creating a FTE through the programme was between £7,469 and £10,915.

105
When the impact of the Account and Client Managed support programme was compared to other programmes the results were equally impressive. For example, the costs of creating a job were the lowest of the comparator programmes and the GVA impact per £1 of spend was bettered by only one other programme. Comparison with the RDAs impact assessment is complicated by the different methods employed though arguably the Account and Client Managed companies programme showed results of similar magnitude.
106
The overall conclusion was that Account and Client Managed support represented good value for money. 

107
Account and Client support was also making a significant contribution to Scotland’s economic growth, thereby helping to narrow Scotland’s Gross Domestic Product gap with the rest of the United Kingdom.

108
Though it is only one component of value-for-money, deadweight was high. Overall two thirds of survey respondents claimed that SE support had made no impact on their turnover, profits, employment or innovation expenditure.

109
Any analysis based on subjective responses is bound to be open to potential overestimation and underestimation of perceived impact. Furthermore, evaluation of RDAs has found comparable levels of deadweight in business support interventions. It remains, however, that a significant proportion of SE assisted companies are reporting little or no impact.
110
 Given this, the key challenge would seem to be to identify the types of companies that it is possible to impact on and channel more resources to them. 

111
However, even if such companies can be identified, there may be a danger that any more support to those that are already in the programme could not be absorbed. Even if more could be absorbed there may not be any proportional increase in impacts. If there is a desire to provide support to companies that are not already in the Account and Client Managed portfolio then the danger may be that there are few such companies, given the current size of the portfolio.
112
Leaving these issues to one side, the key problem is the difficulty in producing a definitive profile of the companies reporting positive GVA impacts as a consequence of SE support.

113
The evidence that there is, can be counter-intuitive at first glance. For example, the companies reporting zero GVA impacts tend to be larger and faster growing than those reporting positive GVA impacts.

114
One explanation for this might be that companies go through a growth and perception gradient. When companies are small, with limited management resources, support results in slow growth. As there is greater impact the company becomes more self confident and has more management resources. The support that SE provides is still valued but there is less willingness to ascribe impact to SE’s interventions. Another speculative explanation may be that the best firms will grow anyway, while public sector assistance is more effective in helping the “second tier” to grow. However, these explanations are not based on any wider evidence so must remain speculative. 
115
Although there are geographical and sectoral variations in impacts, these are of limited use for targeting. Analysis showed that the key factor underpinning differential performance was the structure of the local economy. Thus, some areas performed better than others because of the structure of the economy rather than ineffective or inefficient company support.

116
Variations in GVA impacts can be partially explained in terms of company age, exports, innovation spend, employment change, staff qualifications, the impact of some of the products received (6 being identified), SE’s financial support, sector (for example, Transport and Public Administration) and the location of company headquarters. 

117
However, it may not be straightforward to interpret these relationships. For example, is the relationship between GVA and exporting caused by SE support or might it be that companies were exporting before SE became involved with them? It is also the case that some of the sectors related to positive GVA impacts are very broad (Manufacturing). As such there can be no guarantee that additional support would have a similar impact.

Recommendations

118
The main Recommendation is that the Account and Client Managed programme should continue to be supported, with minor modifications. 

119
New entrants to the programme should be examined to see if they have the characteristics that this work has shown to be associated with zero and positive GVA impacts. As far as possible support should be targeted at those that have the characteristics that are associated with positive GVA impacts. 
120
The 6 products that have a relationship with GVA should be delivered across the SE area and should have additional resources allocated to them. The impact of this should be monitored.

121
Consideration should be given to providing additional, or first time, support to small exporting companies or those that have exporting aspirations. To this end, closer links should be made with exporting bodies such as Scottish Development International and exporting should be promoted as a way of business diversification and growth.

122
Greater support should be given to innovative companies, given the strong GVA-innovation spend relationship. To this end it may be that closer links could be developed with bodies such as ITI Scotland.

123
As there seems to be no relationship between GVA impacts and the length of relationship with SE, consideration should be given to limiting the time that SE works with companies. Amongst other things, this might minimise deadweight.    

124
The use of the CRM system should be reviewed and staff trained to use it consistently so that it holds up-to-date company information and details of the support received from SE.

125
To explore why so many companies reported no impacts from SE support, case studies should be undertaken with pairs of companies in similar sectors that had reported zero and positive GVA impacts.

1 Introduction
The Key Messages in this Chapter are: 

· In 2005 Scottish Enterprise (SE) implemented its Growing Business Strategy. Its aim was to focus business development resources on companies that seemed to have the greatest growth potential. 

· The main delivery vehicle was the Designated Relationship Management programme. This targeted support at some 2,000 companies. Generally these fell into 2 categories each of which had 3 year turnover growth targets: Account and Client Managed companies, with the Account Managed company targets being higher.

· This evaluation was commissioned in late 2007 and was to assess the impact of the Account and Client Managed interventions.

· One of the central aims of the evaluation, that distinguished it from others, was that it was to assess the impact of all products and services that the companies received, rather than evaluate individual products, which was the approach that had characterised previous evaluations.

· The evaluation looked at the impact of support over the 3 year period 2004/05 to 2006/07. 

· The main aims of the evaluation were: to see how appropriate the support programme was, assess its cost effectiveness and Value for Money, assess effectiveness in attaining defined outcomes, and determine the programme’s economic impact, including such things as additionality, net job creation and crucially net Gross Value Added (GVA).

· The principal method was to undertake a survey of companies.
· The survey questionnaire was developed with extensive consultation with SE. The intention was to develop a standard set of questions that could be used in future evaluations. To this end the questionnaire was consistent with SE’s economic impact and evaluation guidance and HM Treasury’s ‘Green Book’.

· The number of achieved interviews was intended to ensure that results could be reported at the geographical level of the former Local Enterprise Companies at an accuracy of +/- 10% at the 90% confidence level.

· The survey was piloted to determine the best approach to the interviews: face-to-face or telephone and to test the questionnaire’s logic, flow and intelligibility. The outcome was a decision to undertake telephone interviews and changes to some questions and routing. 

· The questionnaire was undertaken using Computer Assisted Telephone Interviewing (CATI) and 740 interviews were achieved out of an eligible Account and Client Managed population of 1,916 companies.

· The survey work was undertaken over a 10 week period between March and May 2008.

 Introduction
1.1 In 2005, Scottish Enterprise (SE) began implementing its Growing Business Strategy. The Strategy committed SE to channel most of its business growth resources to those companies that seemed to represent the greatest opportunity for economic growth. The key delivery vehicle in achieving this aspiration was the ‘Designated Relationship Management’ (DRM) programme, which targeted support at a group of just over 2,200 companies identified as having growth potential. DRM companies are supported by a dedicated SE Account or Client Manager who delivers a range of SE ‘products’ to assist company development
. 
1.2 GEN, Hayton Consulting and Research Resource were commissioned to evaluate the combined benefits of the range of interventions delivered to this cohort of companies. This was undertaken through the development, administration and analysis of a survey of DRM companies. The programme survey was one component of a wide-ranging strategic evaluation of the Growing Business Strategy and targeted business support activities, the combined outputs of which have contributed to an assessment of intervention rationale, design, delivery, benefits and future development of the Strategy. 
Evaluation Objectives
1.3 One of the central objectives in this evaluation was to provide a holistic impact assessment of a range of SE interventions. Historically, individual programmes or ‘product silos’ have been evaluated separately. The current evaluation represents a departure from this approach with the combined benefits of SE support having been evaluated over the three year period 2004/05 to 2006/07. 
1.4 The Growing Business Strategy has a range of objectives that include a multi-dimensional approach to supporting firms and a desire to create long term, sustainable outcomes. These characteristics have led to a several layers of evaluation objectives.

1.5 In general terms, the evaluation was expected to evaluate the following broad aspects of the programme: 
· Appropriateness – was the DRM programme, and its component parts, the right thing to do? 
· Economy – was it cost effective and does it provide value for money? 
· Effectiveness – does it live up to expectations and achieve the intended outcomes?
· Efficiency – what was the return on investment?

· Process Efficiency – was it well implemented? 
· Quality – how good were the outputs?
· Impact – what has happened as a consequence?

· Additionality – what has happened which wouldn’t have happened otherwise (including time, quality and scale additionality)?

· Process Improvement – how could it have been done better?

· Strategy – what should be done next?

1.6 More specifically, it was also expected to look in detail at a number of operational aspects of the programme. These included:
Programme Justification

1.7 The evaluation was required to assess the economic justification of the intervention, as well as social objectives, where applicable. This was expected to include an assessment of market failure, issues driving beneficiary involvement, alternate actions available to beneficiaries and the additionality of the interventions. 
Management & Delivery Processes and Performance

1.8 The evaluation was expected to consider the efficiency and effectiveness of the processes adopted by SE management structures with regards to:
· The role of Account/Client managers, and other staff (e.g. Scottish Development International), in delivering intervention benefits
· Level of specification and understanding of intervention objectives on the part of beneficiaries
· Service quality and customer satisfaction. 
Programme Inputs

1.9 The study should identify programme inputs including the investment made in implementing and developing the Strategy by SE and public sector partners. 
Programme Activities and Outputs

1.10 The survey was also required to identify programme activities and outputs including: 
· The action and measures undertaken over the lifetime of customer engagement with the programme (and precursor programmes)
· The results of the programme over the lifetime of the customer engagement and at the time of the programme survey. 
Economic Development Benefits

1.11 A key output of the evaluation has been to identify gross and net additional programme outcomes and impacts with reference to a range of benefits including employment, turnover, skills, innovation and Gross Value Added (GVA).
1.12 Clearly the objectives set for the work were very wide ranging and ambitious. In the event not all were attained. In part this reflected changing expectations and wants from the client as the work proceeded. Accordingly some changes to the approach were made: for example face-to-face interviews with policy makers were not carried out. The changes also reflected a realisation that some of the objectives could not be attained through the proposed work programme and would be best attained by other means.  
Methodology 
1.13 The evaluation involved four key stages. The methodology is summarised here with a full description of the sampling framework and fieldwork provided in the Technical Research Report attached as Appendix A. 
Stage One – Questionnaire Development and Survey Design
1.14 The Evaluation and Appraisal team within SE developed a draft survey questionnaire prior to commissioning of the evaluation. It was designed to be consistent with the SE Economic Impact Assessment Guidance Note (2007) v1.0, and the SE Evaluation and Appraisal Guidance. It was also consistent with the high level discussion of principles and best practice in project appraisal and evaluation as presented in HM Treasury (2003) The Green Book, Appraisal and Evaluation in Central Government. 

1.15 The core of the questionnaire was intended to remain constant, and provide a ‘model’ questionnaire for subsequent evaluations to be undertaken by SE. Thereafter, the questionnaire went through a number of iterations based upon comments from SE Steering Group members, GEN and Research Resource. The survey questionnaire is attached as Appendix B.
1.16 The questionnaire development process was followed by the drafting of an analysis plan. This assessed the questionnaire according to whether it would provide the information required to meet the objectives of the evaluation and outlined the analysis to be undertaken in terms of gross to net economic impact calculations and bi-variate and multivariate statistical analysis. 
Stage Two – Sampling

1.17 The target population for the survey comprised those establishments that were supported by SE and were Designated Relationship Management (DRM) companies. A full list of all companies which were Designated Relationship Management (DRM) by SE was collated into a database by the Customer Relationship Management (CRM) system. To provide a clean population from which to draw the establishment sample, the database was subsequently cleansed in order to eliminate:

· Companies that had received support for less than 6 months

· Companies with whom there are some form of extenuating circumstances e.g. legal dispute

· Companies interviewed within the pilot survey
· Companies of scale
. 

1.18 A final population profile is shown in Table A1 in Appendix A. The requirements of the sample for the survey were as follows:

· Interviews should be spread across all 12 former Local Enterprise Company (LEC)
 areas
· It should provide a sample which was capable of disaggregation at LEC level with some degree of confidence.
1.19 These objectives were met by setting minimum interview targets by LEC area to achieve the stated accuracy requirements and minimising design effects by using random sampling in the more densely populated areas.
1.20 The final sample size targets were set upon the basis of a minimum level of statistical reliability which would be perceived to be acceptable at LEC level. The decision was taken to target a minimum sample size at LEC level to provide data accurate to +/- 10% at the 90% level of confidence. However, where possible, the intention was to work towards an achieved sample which would allow data accurate to +/- 10% at the 95% level of confidence.

1.21 In total some 740 companies were interviewed out of the total population profile  of Account and Client Managed companies of 1,916, a sample of 39%. Further details are given in Appendix A.

Stage Three – Programme Survey

1.22 A pilot survey was undertaken in advance of the full interviewing programme. The pilot survey was undertaken in order to evaluate the success of the telephone research methodology versus a face-to-face survey methodology in terms of collecting the data required. The conclusion was that a telephone survey alone would meet the requirements of the research following the pilot. The pilot was  also used to assess the effectiveness of the questionnaire in terms of structure, flow, ease of response, comprehension, routing and timing.  
1.23 A total of 27 pilot interviews were undertaken, 14 by telephone and 13 on a face-to- face basis. Both the telephone and face-to-face pilots were undertaken by more than one researcher in order that any interviewer bias in delivery of the questionnaire could be identified and subsequently eliminated.  Further revision to the questionnaire was undertaken post pilot survey.  

1.24 The finalised Computer Assisted Telephone Interviewing (CATI) questionnaire was then set up by Research Resource and a CATI pilot and briefing session was undertaken for Research Resource interviewers by GEN and SE.
1.25 A total of 740 telephone interviews were undertaken by Research Resource over a ten week period from March to May 2008. The questionnaire was designed so that it was largely structured with closed questions under the following topic areas:

· Establishment background information

· Reason for working with Scottish Enterprise

· Scottish Enterprise performance

· Other sources of support

· Strategic influence

· Public financial inputs to intervention

· Turnover (3 years)

· Profit (3 years) 

· Depreciation (3 years)

· Establishment employment (3 years)

· Innovation

· Feedback and future research

1.26 The questionnaire took on average 35 minutes to administer.

Stage Four – Analysis and Reporting

1.27 Liaison with the SE study steering group took place throughout the work programme. This involved bi-monthly progress update meetings involving GEN and the study steering group. Headline findings from the programme survey were also provided to the study steering group upon completion of 100 and 300 telephone interviews respectively. 
1.28 Following completion of the survey, the data set was analysed in order to distil the key findings which feature in this Report. This involved the calculation of gross and net additional benefits in terms of turnover, employment, innovation and Gross Value Added (GVA). Bivariate and multivariate statistical analysis was also undertaken using the Statistical Package for the Social Sciences (SPSS)

1.29 The outputs of stages one to three were synthesised to produce a draft final Report for submission to the SE study steering group. This was then followed by a workshop with the study steering group to discuss the key findings and suggested amendments to the draft Report. These comments were incorporated into the  final Report. 

Report Structure 

1.30 The Report is split into two main sections. The first part (Chapters 1 to 8) presents the descriptive statistics obtained through the Programme Survey. In summary:
· Chapter 2 summarises the evolution of SE’s Growing Business Strategy
· Chapter 3 presents an overview of the main characteristics of the establishments surveyed
· Chapter 4 considers the nature of the relationship between SE and the establishments it supports
· Chapter 5 presents an analysis of establishment satisfaction levels by geography and Key Sector 
· Chapter 6 outlines the additionality of SE interventions on establishment performance including turnover, profit, employment and innovation
· Chapter 7 sets out the key economic impacts of the programme
· Chapter 8 details the value for money of the programme.
1.31 The final part of the Report (Chapters 9 to 15) focuses on exploring the relationships between Gross Value Added (GVA) impacts and a range of explanatory variables. In this section: 

· Chapter 9 begins to explore and explain the factors influencing Gross Value Added (GVA) impacts 
· Chapter 10 compares and contrasts the establishments reporting zero and positive GVA impacts 
· Chapter 11 examines the spatial and sectoral distribution of GVA impacts 
· Chapter 12 further explores GVA impacts through a series of statistical tests
· Chapter 13 explores the relationship between the products and services received by establishments and GVA impacts
· Chapter 14 draws together the evidence presented to draw a series of overall conclusions and recommendations on the Account and Client Management programme.
2 Evolution of the Programme
The Key Messages in this Chapter are: 

· The Account and Client Managed approach to supporting companies has been arrived at after a lengthy period of development within SE and its predecessor body the Scottish Development Agency.  
· This development has been characterised by tensions between centralisation and local discretion. At times centralisation, and the associated desire to deliver consistent, standardised services across Scotland, has been paramount. At other times local diversity has been central.
· This evaluation was undertaken at a time of transition, as SE moved from a business support offering that varied considerably across Scotland to one that concentrated upon the delivery of a limited number of consistent products and services.

· These changes have been influenced by a number of external research studies that have highlighted issues in Scotland’s economic development. These have often impacted on service delivery.

· One of the key reports was the 1993 Business Birth Rate Strategy. This analysed reasons for Scotland’s business birth rate lagging behind that of the United Kingdom and made a number of proposals. These included providing finance for business starts, mentoring, support for growing businesses and public relations campaigns to raise the profile of entrepreneurs and entrepreneurialism.

· However, subsequent research found that there were considerable inconsistencies across Scotland in the business support services that were delivered. For example, a review of High Growth activity in 1999 found that different definitions of High Growth were used across the Local Enterprise Companies (LECs). A similar situation was found in 2001 when the Business Birth Rate Strategy was evaluated. This led to calls for the standardisation of delivery and the introduction of a consistent national approach to business development.

· These calls were repeated by the Scottish Parliament, which argued that ‘duplication and confusion’ needed to be reduced. 

· One outcome of these pressures was the introduction of Small Business Gateway in 2000 which, in 2004, became Business Gateway.  Through this there was consistent marketing of the services available to support small businesses.

· Account Management started amongst a number of LECs that introduced a single point of contact for companies being supported. It was later extended across the SE area.
· At the same time as it was being introduced, SE was undergoing wider change through the Business Transformation programme. This was driven by the need for consistent customer management, a desire for standardised products for business and the introduction of the Customer Management Relationship (CRM) system that was to track SE’s dealings with companies.

· However, the tensions between these attempts at centralisation and local discretion were still evident, as a critical report in 2004 by Audit Scotland found. It showed that there were still inconsistencies between LECs in the approaches they adopted, considerable variations in the relative numbers of companies supported and in the extent to which central guidance was followed.
· One of the outcomes of this was the introduction of selection criteria for company support, in essence the Account and Client Managed approach that exists today. This states that: to be classed as Account Managed companies need to have a target to raise annual sales by at least £1 million after 3 years, with a minimum level being set at £800,000. For Client Management the 3 year target is to raise annual sales by at least £400,000 over 3 years.

· The Account and Client Management model is central to the delivery of SE’s 2008-2011 Business Plan, which includes a series of business growth targets.

· The need for clarity and consistency in the business development offering is now stressed by SE’s senior management. This is likely to be easier to deliver with the removal of the LECs and the introduction of a more centralised approach to service planning and delivery
Introduction
2.1 Scottish Enterprise (SE) originated from a merger of the Scottish Development Agency (SDA) and the Training Agency. The remit of the former was largely around remedial work on brownfield land: the latter delivering skills interventions. While both bodies worked with business, neither had core skill in supporting new and growing companies.

2.2 Given this background, it is unsurprising that there has been so much development over the intervening period in the approach SE has adopted in relation to working with new starts and other firms. In this Chapter, we chart the progress from the earliest concerted effort to raise Scotland’s economic growth rate through business support, subsequent alterations to that and ultimately the present day Account and Client Management arrangements.  

The Business Birth Rate Strategy

2.3 SE published the Business Birth Rate Strategy (BBRS) in October 1993.  It was a systematic attempt to close the gap between Scotland and the rest of the UK in terms of the number of new businesses created. It was based on the results of a wide-ranging, year long enquiry held by SE into the reasons for the low business birth rate in Scotland, relative to the rest of the UK.

2.4 The Strategy aimed to increase growth in the Scottish economy in the long term by:

· Increasing the number of new businesses created in Scotland

· Increasing the number of new starts that survive
· Increasing the number of new starts that subsequently achieve significant growth.
2.5 More specifically, the BBRS set as its objective:

‘to at least equal the UK average of the annual number of new businesses created per head of population by the end of the 1990s. This currently implies that Scotland would achieve a 50% increase in the number of new businesses started every year by the end of this decade. This would involve the creation of an additional 25,000 businesses by the year 2000.’ 

2.6 There was an acknowledgement that this could not be achieved without a shift in societal attitudes towards entrepreneurs. As entrepreneurs were seen as the foundation of new job creation, support and encouragement to them was vital if the overall target was to be reached. Complementary measures were to address improved access to finance, lower barriers to setting up in business and better social networks. Additionally, the strategy called for greater recognition of the potential to start companies amongst under-represented groups, with women, the  under-35s and non-home owners being specifically mentioned.  

2.7 Seven core principles underpinned the strategy. These centred on long term change, inter-related actions, broad-based involvement and support, unlocking potential, recognising the varied needs of new starts, networking and building on what already exists. In turn, these principles led to six main priorities for action. Which were: 

· Unlocking the potential

· Improving the business environment

· Improving access to finance

· Widening the entrepreneurial base

· Developing start-ups in key sectors

· Supporting high growth companies.
2.8 The strategy enumerated a series of programmes designed to respond to the priorities. In brief, these include a public relations campaign to increase positive media coverage of business issues; integrating messages about entrepreneurialism into further and higher education; providing an information source for would-be entrepreneurs; improving the supply of finance to new businesses; developing a new venture capital fund; establishing a mentor programme to support new entrepreneurs; increasing the number of spin-outs from academia; and targeted support for fast growing firms.

2.9 A number of these initiatives remain current today. The BBRS did not mention ‘Account Management’ or ‘Client Management’ per se, although it is evident from the above that the techniques and interventions employed in Account and Client Management are core to the strategy. However, it should also be remembered that the strategy was specifically concerned with the business birth rate and that there were other programmes aimed at supporting the business sector more generally. 

Fraser of Allander Review
2.10 In June 2001, the Fraser of Allander (FoA) Institute published ‘Promoting Business Start-ups: A New Strategic Formula’, which evaluated the progress of the Business Birth Rate Strategy.

2.11 Additionality from the BBRS, according to the FoA team, was very hard to measure. An accurate estimate, they argued, would require distinction between absolute, scale and time additionality. Given that the team was looking at 3rd party reviews of programmes such as Personal Enterprise Shows, Scottish Business Shop Network, Princes Scottish Youth Business Trust, High Growth Start Programme and LINC Scotland, not all of which had made this distinction, robust estimates of additionality could not be made.

2.12 It was however evident that high growth starts performed better than other start-ups, and the probability of displacement was lower as well. Despite this only 13-14% of the total BBRS spend was targeted at the high growth niche. This may have been due to the fact that there was a problem defining and identifying high growth starts, with different approaches being adopted across the Local Enterprise Companies (LECs).  

2.13 The smaller LECs had a particular problem here as, owing to the smaller pool of firms in their area, they supported companies that had less growth potential. Thus companies that did not always meet growth criteria were included in growth programmes. This phenomenon was observable right up until the SE reorganisation of 2008, with small LECs showing less ‘churn’ of Account and Client Managed companies than the larger ones, according to SE customer surveys. This indicates that these LECs continued to work with the same cohort of firms over long periods.  

2.14 Inconsistency across Scotland was further highlighted by findings that some LECs offered financial support, while others did not. Interestingly, where they did not, customers did not view this as a problem
. This led to the suggestion that providing information and support, but not necessarily finance itself, might be the best approach to company growth. It was also suggested that this would help to reduce deadweight. The recommendation at the time was that SE National take over responsibility for some support activities, such as networking and training, to promote greater consistency.  

2.15 Even at this juncture there was some recognition that common criteria to assess participants were needed. This would have the benefit of ending the inconsistencies between LEC areas. The suggested criterion was to focus on companies that appeared, prior to start-up, to have the potential to achieve turnover of £500,000 within a three year period.  

2.16 The Fraser of Allander review identified areas of missed opportunity in relation to the BBRS.  Chief among these was the chance to standardise delivery of schemes across LECs, and to ‘develop a more clear and simple national approach’
.  It also raised questions as to the high volume approach of the strategy, an argument about ‘picking winners’ that has been a perennial one within SE. It was asserted that there was a high opportunity cost to the volume approach and a concentration on high growth starts may be better. Additionality was considered to be greater and displacement lower with such growth potential firms.  

2.17 There were found to be positives as well, including an underlying increase in the business birth rate, and positive attitudinal change such as more interest in entrepreneurship. The availability of finance also improved (in 1999, 50% of potential entrepreneurs reported financing as a problem, down from 80% in 1992).     
The Account and Client Management Programme

2.18 For most of SE’s early history business development was a function led by the LECs. This reflected the drive to push resources and management control to local areas, away from a previous structure in the SDA that was perceived to be overly-centralised. This included the functions of the SDA’s Small Business Division, business support services previously delivered by the local outlets of the Training Agency and the volume support services that were delivered at that time through Local Enterprise Trusts. Local services were thus driven by local management teams and local LEC Boards.

2.19 A that time there was comparatively little policy direction from SE’s headquarters, beyond the annual budgetary and planning processes. In the 1990s the policy and operational focus at the national level was on entrepreneurship, venture funding, internationalisation and industries.

2.20 By the mid-1990s, in the run-up to the introduction of devolution and the creation of the Scottish Parliament, the focus shifted to the need for greater consistency in support, both between different LECs and between different areas of support, such as internationalisation, innovation and workforce development. Reflecting the varying geographic and economic structures of different LECs, there were wide variations across the SE Network area in: criteria for offering support, standards of service and business growth issues. For example, the 1999 review of High Growth Start-up activity
 found different definitions being applied by different LECs, with wide disparities in the actual growth achieved.  This inconsistency was compounded by differences in branding, inconsistent naming conventions and disjointed marketing, both within the SE Network and with other providers of support.

2.21 Reflecting the negative customer feedback that resulted from this situation, reviews of business support carried out by the new Scottish Parliament stressed the need to reduce the ‘congestion, confusion and duplication in the provision of economic development services’
 between different service providers, including the need to improve the outputs from support. One outcome of this was the creation of the Small Business Gateway in 2000, as a consistent brand and channel applied to volume start-up and small business services (the brand was changed to the Business Gateway in 2003/04).

2.22 Account Management started among a number of LECs as a mechanism to ensure a ‘single point of contact’ with leading customers, both to reduce the number of different contacts for companies (e.g. on different business issues, such as internationalisation, ICT development  and training), and to improve the standard of service. The initial success of this approach led to its wider adoption across LECs.

2.23 In the early stages, there was still variation in approaches between LECs, including in the objectives of support. After 2000, with the adoption of A Smart, Successful Scotland as the strategic framework for the Enterprise Networks, company growth was made a more overt objective in the delivery of business support. As part of the Business Transformation process led by SE’s then Chief Executive, Robert Crawford, significant change initiatives were introduced to improve the performance of services to growth companies.  

2.24 There was a broad range of change projects developed under the Business Transformation programme, which was rolled out across SE between 2001 and 2004, covering many aspects of SE’s structure and operations. 

2.25 Three were of particular significance to Account Management:

· Consistent Customer Management – a series of uniform processes for the delivery of Account and Client Management services, to be applied across the SE Network; this included the segmentation of the ‘market’ for companies with growth as the differentiating characteristic
· Network Products
 – a series of standardised services to business, designed to reduce the large number of services, removing duplication and introducing standard management and delivery processes
· Customer Relationship Management (CRM) – an SE-wide IT system for tracking dealings with client companies. 

2.26 This new approach was supported by the introduction of consistent processes in 2002. A further significant development at the end of this period was the Review of Account and Client Management carried out by Audit Scotland in 2004
. This still found significant inconsistencies in the operation of the policies.

2.27 The key findings in the Report were: 

· Businesses supported by SE were generally positive about their experience and their contact with Account Managers. 

· SE and its LECs were yet to implement a consistent approach to selecting companies for Account Management 

· LECs did not always hold consistent and comprehensive evidence to show that businesses being given direct financial aid were meeting the criteria for receiving such assistance 

· LECs must improve their checks on whether the benefits of the scheme were delivered 

· Overall, employment increased amongst Account Managed businesses, but results varied widely across LECs. The cost per job created was up to 13 times higher in one area compared with another. 

· Advice by the Account Manager often achieved more impact than financial assistance. 

2.28 The Report also found that LECs adopted varying criteria in selecting companies for support, often not focused on growth, with huge variations in the numbers of businesses supported (varying from 1.2 to 12.5 businesses per 1,000 in different LEC areas). There was also variation in the degree to which SE guidance for reviewing Account Managed businesses had been followed by LECs. For example, 43% of businesses had not been reviewed and 58% had no action plans (impact tended to be greater when these had been completed). The Report called for improvements in the appraisal of applications for support, and better documentation of evidence. A particular weakness was the absence of any consistency in terms of measurement of progress and impact.

2.29 In the aftermath of this critical Report, action was taken to try to improve performance and achieve greater consistency – including the introduction of stronger central management to the process, with the creation of a new Growing Business directorate in SE’s head office.

2.30 The new approach focused on Consistent Customer Management (CCM) and the Network Products. Products were organised into different ‘Intervention Frameworks
’, designed to consolidate the rationalisation that had occurred over the previous three years.  

2.31 The approach to CCM was simplified.  A new, standardised growth measure was adopted, to be applied to all of SE’s Account and Client Management, across all LECs. Sales were used as the measure (reflecting the unit that could be most readily applied to companies across different industries and markets), although this was to take account of additionality.

2.32 More rigorous procedures were introduced to ensure compliance, and key elements, such as Account Development Plans, were made mandatory. This new approach was introduced in May 2005, when LECs re-set their portfolio against new selection criteria:

· For Account Management, the objective for companies selected on the basis of growth potential was to raise the annual sales levels of client businesses by at least £1m after three years, with the minimum level set at £800,000.

· Client Management was similar to Account Management, but less intensive in nature. The criterion for support in this category was to raise annual sales by at least £400,000 over three years with SE assistance.
2.33 Reflecting the desire to provide greater discretion to local businesses, in applying these new yardsticks, LECs were allowed flexibility in selecting companies, with performance judged over each LEC’s portfolio of Account Managed customers. This allowed some flexibility for earlier-stage businesses in Key Sectors and clusters. The growth measure, which should take full account of additionality and displacement, was also applied to companies headquartered outside Scotland. In other words, the measures were to be net.   In addition a number of companies were to be Account Managed because of their ‘importance to the economy’. In these cases, the business must account for a significant amount of economic activity: defined as at least 100 jobs or sales of £1m+.  Intervention also had to be justified by their being a clear opportunity or threat that SE could clearly address by intervening. The ‘important to the economy’ criterion was particularly important for rural areas, allowing for interventions that would not otherwise be justified.   

2.34 In support of the new criteria, templates were developed to set out the key characteristics of organisations selected for Account Management. A similar template was produced covering the skills and capabilities required by Account Managers.
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2.35 According to the current SE Business Plan, in the period 2008 to 2011, SE will account manage more than 1,900 companies per year. Outputs from this will be 800 – 1000 growth companies increasing their turnover by £1m+ on the previous 3 years; £400M – 600m annual turnover growth in supported businesses and 18 – 23 high growth starts, with the potential to reach a market value of £5m in 3 years. The investment planned to deliver these outputs is £30m a year in 2008/09 and 2009/10 and £31m in 2010/11, a total of £91m. 
2.36 This is to be done through working with companies which have high growth potential and which are important to the regional or national economy. Growth will come from increased innovation, improved productivity and competing internationally, with the overall aim of helping companies which can have a significant positive impact on the Scottish economy grow faster. The main objectives are to:

· Help these companies to realise their growth potential

· Support Key Sectors and companies to internationalise and attract added value through foreign direct investment

· Increase the impact and speed to market of high growth start-ups.
2.37 The Account Management model is central to delivering the SE Business Plan activity. Account Managers work with growing companies to ensure they have access to the range of services, networks, market research and information that SE can offer.  

2.38 Key areas to be supported are very similar to those identified in the original BBRS. For example, internationalisation and investment are types of support specified in the current SE business plan, just as they were in the BBRS. What has changed is the clarity of emphasis, which now comes from the highest levels in SE.  With the reorganisation of SE, principally the removal of the LECs, there is also far greater consistency across Scotland in terms of the services offered to customers. It is against this context that the survey of Account and Client Managed companies was undertaken to which the Report now turns.
3 Establishment Characteristics 
The Key Messages in this Chapter are: 
· Almost 70% of the 740 companies surveyed were involved in Banking, Finance and Insurance or Manufacturing. Manufacturing was particularly overrepresented in comparison with the overall population of companies within Scotland.

·  Distribution, Hotels and Restaurants were underrepresented, possibly as companies in this Group may be less likely to meet the criteria for being accepted as Account or Client managed.
· Of the companies in the sample 56% were within Scottish Enterprise’s definition of Key Sectors and 12% were Other Growth Industries.

· 88% of companies surveyed were headquartered in Scotland.

· Over half of the sample had been trading for more than 10 years, 11% less than 3 years.
· In terms of employment, 36% of the sample had between 11 and 50 employees. In comparison with the Scottish population of companies those surveyed were larger. For example, 26% had 10 or less employees compared to 80% of total Scottish companies.

· There was a degree of polarisation in terms of staff qualifications. For example, 37% of the sample had 0% to 10% of staff with degree level qualifications, whilst 26% had between 75% and 100% of staff with such qualifications.
· In terms of turnover, 35% of the sample had turnovers in the £1 million to £5 million range in 2006/07. However, around 6% of the sample had annual turnovers in excess of £50 million.
Introduction 

3.1 The survey collected a wide range of information from 740 companies. This Chapter starts the presentation of this information by providing a brief overview of the characteristics of the surveyed companies, setting this in the context of the wider Scottish Economy. It considers:

· Sector and Key Sector
· The function of the establishment 
· Age of the establishment 

· Establishment size (employment and turnover).

Sector 
3.2 Figure 3.1 illustrates the sectoral profile of the sample and provides comparison with national data drawn from the Annual Business Inquiry 2006. The most significant broad industrial group represented in the sample was ‘Banking, Finance and Insurance’, accounting for 36.5% of establishments surveyed. This can be explained by the structure of this broad industrial classification which includes those organisations allocated a general SIC code by Companies House relating to ‘Other Business Activities’. 
3.3 A large percentage of establishments included in the sample also came from the manufacturing sector. While it would appear that the manufacturing sector is significantly over represented within the sample, this is perhaps unsurprising. Companies classified as ‘Manufacturing’ will include those from sectors such as ‘Food and Drink’ and ‘Digital Media and Enabling Technologies (DMET)’, which have recently been classified as national Key Sectors. While, historically companies will not have been selected for this reason these are sectors which have demonstrated good growth prospects in recent years therefore producing companies that meet the criteria for Account and Client Management status. 
3.4 The apparent under representation of ‘Distribution, Hotels and Restaurants’, in spite of Tourism now being designated as a Key Sector, could be explained by the fact that these organisations are generally smaller than the average firm and hence may be less likely to meet the criteria for growth required to become Account or Client Managed. 
3.5 The inclusion of ‘Public Administration, Health and Education’ establishments in the Account Management portfolio can be justified on the basis that, as large employers, such organisations are ‘important to the economy’. In addition, the Scottish Government Economic Strategy of November 2007 cites education as an additional key sector of importance to the Scottish economy, thereby justifying the provision of support from SE. Given the high levels of Scottish expertise in this area there is considerable potential for commercialisation /licensing and export growth from these sectors.
Figure 3.1 – Broad industrial group (sample as compared with Scotland)
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3.6 While analysis of the sample by broad industrial group provides a useful comparison with the economy as a whole, for the purpose of the evaluation, analysis by SE Key Sector (KS) may be of greater value. It was found that 56% of establishments in the sample represented national KSs
. A further 12% were Other Growth Industries
 whilst the remaining 32% were non-Key Sectors.  This compares well with the population of establishments in the total Account and Client Managed portfolio. For example:
· In the total population 51% of establishments were in the Key Sector sectors (56% in the sample)
· 19% of the population was classed as Other Growth Industries, (12% in the sample)
· 30% were non-priority sectors, compared to 32% in the sample.

3.7 Figure 3.2 shows a breakdown of the sample by KS. 

Figure 3.2 – Key Sector
[image: image4.emf]31.5

15.6

12.9

12.5

8.1

6.7

5.3

2.4

1.8

1.6

1.0

0.6

0

5

10

15

20

25

30

35

DMET

Food and Drink

Life Sciences

Energy

Tourism

Construction

Textiles

Chemical Sciences

Financial Servcies Aerospace Forest Products

Defence and Marine

Priority Industry 

Percentage of establishments


Source:  GEN Survey of Designated Relationship Managed Establishments, 2008 n=505
Function of the establishment 

3.8 In 86% of cases the establishment selected for inclusion in the survey was also the headquarters of the organisation. Table 3.1 shows the location of company headquarters among the sample.

Table 3.1 – Company headquarters 

	Location 
	Number of establishments
	Percentage of establishments

	Scotland 
	654
	88.4

	Other UK
	30
	4.1

	Other EU 
	24
	3.2

	North America 
	29
	3.9

	Asia 
	2
	0.3

	Australasia 
	1
	0.1

	Total 
	740
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740,


Age of Establishment 

3.9 As Table 3.2 shows, over half of the survey respondents were well established in the Scottish economy, having been trading for ten or more years. Eleven per cent of establishments have been trading for less than three years. 
Table 3.2 – Age of establishment 

	Age of establishment 
	Number of  establishments
	Percentage establishments

	Less that 3yrs
	81
	11

	3 to 6yrs 
	112
	15

	6 to 10yrs 
	132
	18

	11-20yrs
	143
	19

	21yrs + 
	262
	35

	Don’t know 
	10
	1

	Total 
	740
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740


Employment 

3.10 Figure 3.3 illustrates the size of establishments included in the sample. Data gained through the Annual Business Inquiry 2006 is included by way of comparison with the economy as a whole. As would be expected, Figure 3.3 shows that the largest percentage of Account and Client Managed establishments surveyed are relatively small in size, with between 11 and 49 employees. These account for 36% of the sample. Further, the survey also found relatively stable employment levels within the sample across the three year period. For example, Table 7.12 shows that average employment in the sample of establishments was virtually static over the 3 year period at around 95 FTEs. 
Figure 3.3 – Employee Numbers (sample as compared to Scotland)
[image: image5.emf]0

26

36

27

11

80

15

4

1

0

10

20

30

40

50

60

70

80

90

Zero 1 to 10 11 to 50 50 to 199 200+

Number of employees

Percentage of establishments 

Sample

Scotland


Source: GEN Survey of Designated Relationship Managed Establishments, 2008, 
n= 2006/07 =725, Annual Business Inquiry Workplace Inquiry 2006, NomisWeb n= 152,993

3.11 Respondents were also asked to comment on the proportion of their staff in possession of degree level qualifications. As Figure 3.4 shows, in the largest percentage of establishments (29%) between 1% and 10% of staff held degree level qualifications. This was followed by a further 26% of establishments in which between 76% and 100% of employees were educated to degree level or above. 

3.12 Analysis of descriptive statistics related to the qualifications of staff found that, on average (mean value) 38% of those employed in sample establishments were in possession of degree level qualifications. 

Figure 3.4 - Staff in possession of degree level qualifications
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Note: These percentages are based on FTE staffing levels
Establishment Turnover 

3.13 Figure 3.5 illustrates the 2006/07 turnover of establishments included in the sample. It shows that the largest percentage of establishments (35%) had turnover of between £1,000,001 and £5,000,000 in that financial year. The largest establishment in the sample reported turnover of £389m in 2006/07, while the smallest turned over £1200. Four establishments reported zero turnovers in 2006/07. The mean turnover of establishments included in the sample was £11,596,256 while the median was found to be £2,400,000, showing the wide variation in the size of the establishments sampled and the fact that the sample was skewed by the inclusion of a few companies with very large turnovers. 
Figure 3.5 – Turnover 2006/07
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3.14 This Chapter has provided an overview of the characteristics of the establishments included in the sample. We now move on to consider the relationship of these establishments with SE. 
4 Relationship with Scottish Enterprise
The Key Messages in this Chapter are: 
· The survey found that, on the whole, relationships with SE were mature with the majority (70%) having been established prior to 2004.
· The possibility of obtaining funding was found to be the main motivating factor for initial engagement with SE.
· Similarly, funding was rated as the single most important intervention delivered by SE by over half of the establishments.
· Overall satisfaction ratings were found to be high, with 86% stating they were either ‘very’ or ‘fairly satisfied’ with the services offered by SE. This was consistent with the findings in the earlier 2004 and 2006 customer satisfaction surveys commissioned by SE.
· Benchmarking of SE’s satisfaction ratings against other service providers, such as banks, local councils and power suppliers, found comparatively high levels of satisfaction.
· The majority of Account and Client Managed establishments were found to be strong advocates of SE. This finding was again consistent with the 2006 customer satisfaction survey.
· SE was the sole provider of business support for around one third of the businesses surveyed.
Introduction

4.1 Gaining some insight into the nature and perceived value of the relationship between SE and the Account and Client Managed companies it supports was one of the main areas of focus in the evaluation. This Chapter provides feedback on relationships with SE and is structured around the following:

· Length of relationship

· Rationale for working with Scottish Enterprise

· Interventions received

· Overall satisfaction with Scottish Enterprise support

· Satisfaction with Account Manager Performance

· Advocacy

· Access to other forms of business advice

· Strategic Influence of Scottish Enterprise. 
Length of relationship 

4.2 Figure 4.1 illustrates the length of time establishments have had a close working relationship with named individuals from within SE
. The key message is that the majority of relationships can be considered to be mature, with 70% of the sample having started to work with SE prior to 2004. This demonstrates that there has been relatively little ‘churn’ in the Account Managed portfolio. Bivariate analysis, reported subsequently, will consider the function of time in generating economic benefits for Account Managed establishments, specifically whether there is a significant time lag associated with the intervention or whether shorter relationships may be more beneficial. 
Figure 4.1 – Length of time organisation has been working with Scottish Enterprise 
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 Source:  GEN Survey of Designated Relationship Managed Establishments, 2008 n=740
Rationale for working with Scottish Enterprise 
4.3 Table 4.1 presents the main reasons given by respondents for engagement with SE. What might be of concern is that, of the specific reasons given, the one accounting for the largest number of responses was access to funding. Whilst this could cover such things as help with preparing a case to submit to funders, the concern is that this might be indicative of the private sector seeing public agencies as being a source of ‘free’ money, something that emerged in the Business Gateway
 evaluation. 
4.4 Although funds are available these now tend to be linked to specific outcomes and objectives, for example innovation. This might mean that those simply looking for cash might be disappointed. Were this the case, then it might be expected that this would be reflected in satisfaction levels, something that is explored later in this Chapter. 
Table 4.1 – Rationale for Working with Scottish Enterprise 
	Reason
	Number of responses
	Percentage of establishments

	To access funding
	400
	54.1

	Quality of SE’s services
	147
	19.9

	Support to grow/ develop the business
	120
	16.2

	Access to generic business advice and technical support
	97
	13.1

	Access to/ support for training
	40
	5.4

	Assistance with exporting/ internationalisation
	35
	4.7

	Networking opportunities
	27
	3.6

	Trust in the relationship with SE
	28
	3.8

	The service was free
	23
	3.1

	Relationship initiated by SE/ establishment referred to SE 
	21
	2.8

	Assistance with marketing/ market R&D
	20
	2.7

	Impartiality
	19
	2.6

	Private sector too expensive
	3
	0.4

	Other
	40
	5.4

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740, 
Note: Some respondents gave more than one response


4.5 Analysis of the responses to the ‘Other’ category found that the main reasons cited were::
· Business start up assistance

· Development of a particular project/ product

· To meet ‘corporate social responsibility’ (CSR) objectives
· Access legal expertise.
Interventions Received 
4.6 The findings illustrated in Table 4.1 are reinforced by Table 4.2 which details respondents’ perceptions of the most significant interventions delivered by SE. Once again funding and direct financial assistance emerge as the most important forms of support, cited by 56% of respondents. Direct financial assistance can be used as a means to assist in many aspects of company growth. However, the survey did not explore what specific businesses activities direct financial assistance had funded. A quarter of establishments made reference to the significance of support to aid business and workforce development. 
Table 4.2 – Most important interventions 
	Most important interventions 
	Number of responses
	Percentage of establishments

	Funding/ financial assistance 
	417
	56

	Business improvement/ development 
	186
	25

	Recruitment/ Workforce development 
	184
	25

	International trade assistance 
	135
	18

	Generic business advice 
	122
	16

	Marketing/ Market development 
	79
	11

	Exhibitions/ networking opportunities 
	43
	6

	Product development/ innovation 
	42
	6

	Access to expertise 
	32
	4

	Don't know 
	23
	3

	IT/ Website development/ e-business assistance 
	23
	3

	Other 
	20
	3

	Nothing 
	18
	2

	Mentoring 
	16
	2

	Technical support 
	16
	2

	Start up assistance 
	12
	2

	Environmental Information 
	6
	1

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740, 
Note: Some respondents gave more than one response


4.7 Subsequent analysis will consider the respondents’ perception of the support received as compared to SE data detailing specific products and interventions delivered. This data will also be used to establish the strength of any relationship between product delivery and tangible economic benefits for recipients. 
Overall Satisfaction with SE support 
4.8 The overall level of satisfaction with the package of services received from SE was high with:
· 47% of the 740 respondents being ‘Very Satisfied’
· 39% being ‘Fairly Satisfied’
· 9% being ‘Neither Satisfied or Dissatisfied’
· 3% being ‘Fairly Dissatisfied’
· 2% ‘Very Dissatisfied’
· 1% claimed ‘Not to Know’. 
4.9 Given the size of the sample, the confidence levels and margins of error associated with the results, (+/- 2.82%) we can have confidence that satisfaction in the population of companies supported is equally high.
4.10 In spite of generally high levels of satisfaction with the services provided, SE was keen to gain greater insight into the grievances of those who stated that they were not satisfied with SE support.

4.11 Analysis of qualitative responses showed that, among those who were neither ‘Satisfied nor dissatisfied’ with the services provided by SE (9%) some respondents felt SE needed a more proactive attitude. Concerns were raised as to the lack of information provided about the types of support available, and some respondents did not believe enough was done to provide access to networking opportunities. Others felt there was too much bureaucracy and a lack of clear communication.

4.12 Of those respondents who were ‘Fairly dissatisfied’ with the services provided by SE (3%), a number felt that SE did not understand their business needs and were more interested in established businesses. A general theme from respondents in this category was that communication skills were lacking and standards in general were falling. One respondent asserted that SE ‘Doesn’t strike me as being particularly experienced’.
4.13 Among those who said they were ‘Very dissatisfied’ (2%), there was a perception that SE was an unprofessional organisation. One respondent commented on their experience of SE saying ‘You fill in the paperwork and nothing happens’. Other respondents felt dissatisfied with SE due to the high turnover of Account and Client Managers and several respondents also pointed out that SE’s structure and strategic priorities did not cater for their businesses making it difficult for them to receive necessary support. 
4.14 It should be noted that the 5% who were ‘Fairly’ or ‘Very Dissatisfied’ amounted to only 35 of the 740 respondents. Given that the sample frame was ‘cleaned’ to remove, amongst others, those that were pursuing some sort of grievance with SE, the figure is likely to underestimate those who were dissatisfied. However, given that only 35 companies were removed from the potential survey pool, at the most the dissatisfied group seems likely to only amount to 9% of the interviewees
.
4.15 The generally high levels of satisfaction would seem to disprove the thesis advanced earlier that those using SE mainly to access funding would be disappointed. Furthermore, our analysis found no statistically significant relationship between satisfaction and the value of SE financial input to the establishment. 
4.16 Given this, we would argue that the level of overall satisfaction with SE is very high, with almost half of respondents being ‘Very Satisfied’, a commendable level. To put these results in context, it is useful to look at them in two ways: satisfaction results over time and SE’s satisfaction ratings in comparison to other service based organisations. 
Satisfaction Ratings Over Time 
4.17 SE has commissioned regular satisfaction surveys of its clients. This survey deliberately used similar or identical questions in order to give some comparability. Table 4.3 compares the results of the current survey (2008) with customer views on the overall support package in 2006 and 2004. What emerges is that there are relatively few differences in satisfaction levels between the three surveys. 
4.18 For example, combining those who are ‘Very’ or ‘Fairly satisfied’ gives percentages of 86% (2008), 85% (2006) and 84% (2004). Although there are differences on the individual satisfaction criteria, in particular the increase in the percentage being ‘Very satisfied’ in 2008, the differences in the margins of error (+/- 2.37 % in 2008  and +/- 3 % in 2006 and 2004) mean that it would be erroneous to read too much into the differences.
Table 4.3 – Comparison of Overall Satisfaction Result in the 2008, 2006 and 2004 Surveys 
	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction 2008
	47
	39
	9
	3
	2
	1
	100

n=740

	Overall Satisfaction 2006
	32
	53
	9
	3
	3
	0
	100

n=2,262

	Overall Satisfaction 2004 
	40
	44
	6
	6
	3
	1
	100

n=972

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, 2006 and 2004


Benchmarking SE’s Satisfaction Ratings
4.19 The 2008 Service in Britain Survey
 is an annual trends survey which explores attitudes to customer service in the UK. It tests customer service opinion towards a range of service providers including supermarkets, banks, airlines and insurance companies. Table 4.4 presents the customer satisfaction ratings for a range of business service providers obtained by the survey in 2008. 

4.20 For comparison purposes, the 2008 SE Overall Satisfaction ratings have been converted to a mean score of 8.34 out of 10
. Notwithstanding the different operating contexts and relationships between customer and supplier, SE comes out favourably in these comparisons. The contrast with the local council ratings is of particular interest, given that both SE and the council are public sector bodies.
4.21 The higher satisfaction ratings found amongst the Account and Client Managed establishments is perhaps unsurprising. Amongst several possible reasons for this is that SE do not charge customers for the services they provide. SE can also provide financial assistance to companies that it supports. Moreover, SE customers have no obligation to remain engaged with the organisation: they can ‘opt-out’ at any time. In contrast businesses generally have no option but to engage with one of the comparator service providers (for example, banks or utilities) if they are to trade effectively. 
Table 4.4 – 2008 SE Satisfaction Ratings against other Service Providers 
	Service Provider 
	Customer Service Rating – Mean Score Out of 10

	Scottish Enterprise 
	8.34

	Banks 
	7.28

	Power Suppliers
	6.61

	Broadband Supplier
	6.49

	Insurance Companies
	6.39

	Postal Services
	6.38

	Local Council
	5.61

	Sources: GEN Survey of Designated Relationship Managed Establishments, 2008 n= 740

The Service in Britain Survey, 2008 n = 1019


Satisfaction with Account Manager Performance 

4.22 In order to explore customer satisfaction ratings more fully we can look at more detailed responses to a number of specific questions about performance, starting with the views on the main SE contact. Interviewees were asked a series of questions regarding their level of satisfaction with their SE contact: essentially the Account or Client Manager. The questions fell into four categories:
· Planning
· Service delivery
· Timing
· Impact.
4.23 The following tables consider each of these categories
. To aid interpretation on each table the Overall Satisfaction with SE is given.  What can be seen from Table 4.5 (dealing with what have been described as the Planning stages of intervention) is that there is a marked degree of correspondence between the Overall Satisfaction ratings and the ratings for the individual aspects of planning support, with those being ‘Very’ or ‘Fairly satisfied’ exceeding 78% on all three categories. At the ‘extremes’ it seems that:
· Managers are very good at making an effort to understand the interviewee’s business
· Satisfaction is slightly lower with the ability to access the know-how appropriate for the business.

4.24 However, the differences are generally slight and it seems misleading to build too much into them. This was supported by the free text responses provided by interviewees regarding the support and services provided by SE.
Table 4.5 – Satisfaction with Scottish Enterprise Contact – Planning (Row percentages)

	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction
	47
	39
	9
	3
	2
	1
	100

(n=740)

	Making an  effort to understand business
	58
	30
	7
	3
	1
	1
	100

(n=740)

	Clarity at start as to what SE could offer
	48
	35
	12
	3
	1
	1
	100

(n=740)

	Ability to access know-how 
	41
	37
	13
	5
	2
	2
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


4.25 Table 4.6 looks at satisfaction with what has been described as ‘delivery’. What again emerges are high levels of satisfaction, with a minimum of 80% of respondents being ‘Very’ or ‘Fairly satisfied’ on all of the criteria. If there is any issue to emerge it is the slightly lower levels of ‘Very satisfied’ respondents to the question regarding joint review of progress against actions. However, the caveat given above needs to be repeated: the differences are slight and it is misleading to read too much into them.

Table 4.6 – Satisfaction with Scottish Enterprise Contact – Delivery (Row percentages)

	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction
	47
	39
	9
	3
	2
	1
	100

(n=740)

	Jointly agreeing actions
	47
	39
	8
	3
	1
	1
	100

(n=740)

	Jointly reviewing progress against these actions   
	39
	41
	11
	5
	2
	2
	100

(n=740)

	Providing clarity about decisions
	43
	38
	12
	3
	2
	2
	100

(n=740)

	Clarity about role in making a successful partnership
	44
	38
	12
	2
	1
	2
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


4.26 Table 4.7 looks at ‘Impact’. If anything satisfaction levels here are lower than for the other categories, with a minimum of 65% being ‘Very’ or ‘Fairly’ satisfied. If there are lessons it is that managers could be more proactive in introducing new ideas to their clients, with 13% of respondents being ‘Fairly’ or ‘Very dissatisfied’ with performance on this criterion, the highest levels of dissatisfaction across any of the categories. Were this to happen then it might be that satisfaction levels with the second criteria (Delivering value) would increase. 
Table 4.7 – Satisfaction with Scottish Enterprise Contact – Impact (Row percentages)
	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction
	47
	39
	9
	3
	2
	1
	100

(n=740)

	Proactive in bringing new ideas to the business
	33
	32
	21
	9
	4
	1
	100

(n=740)

	 Delivering value to the organisation
	38
	39
	14
	5
	2
	1
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


4.27 Finally Table 4.8 looks at satisfaction with Timings, that is satisfaction with the speed with which Account and Client Managers resolve problems and deal with enquiries and satisfaction with the frequency of contact. These are generally good. Although there is some degree of variation (for example more respondents were ‘Fairly dissatisfied’ about the speed of resolving problems and frequency of contact than the ‘Overall satisfaction’ average) none of these differences were statistically significant. Indeed the 2% difference amounts to only 15 respondents. 
Table 4.8 – Satisfaction with Scottish Enterprise Contact – Timing (Row percentages)

	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction
	47
	39
	9
	3
	2
	1
	100

(n=740)

	Speed of resolving problems and dealing with enquiries
	43
	34
	14
	5
	2
	2
	100

(n=740)

	Frequency of contact   
	44
	35
	12
	5
	2
	1
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


4.28 Respondents were then asked to comment on a number of questions that related to satisfaction with the overall package of support received from SE. Table 4.9 shows the results. Once again the overall satisfaction responses are given to act as a comparator. What can be seen is that:
· Satisfaction levels are again high, with a minimum of 75 % of respondents being ‘Very’ or ‘Fairly Satisfied’
· The percentages of respondents who are ‘Very satisfied’ are lower than the Overall Satisfaction figures for the provision of tailored responses and the processes for accessing support. This might imply that there is some scope for improvement here, although again it is perhaps unwise to overstress this, given that the numbers who express dissatisfaction are relatively and absolutely small (8% and 8% and 61 and 60 respectively).

Table 4.9 – Satisfaction with Overall Package of Support (Row percentages)

	Criteria
	Very satisfied
	Fairly satisfied
	Neither satisfied nor dis-satisfied
	Fairly dis-satisfied
	Very dis-satisfied
	Don’t know
	TOTAL

	Overall Satisfaction
	47
	39
	9
	3
	2
	1
	100

(n=740)

	Providing tailored responses to business needs 
	35
	40
	14
	5
	3
	2
	100

(n=740)

	Delivering against promises
	47
	36
	9
	4
	3
	1
	100

(n=740)

	Processes for accessing support
	36
	40
	15
	5
	3
	1
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


4.29 Respondents were also asked to state the extent to which they agreed with a number of statements relating to the overall package of support, as Table 4.10 shows.  What can be seen is that:
· Contact changes have been handled well, with over 70% either Strongly agreeing or agreeing with the statement

· The extent to which SE has provided advice that the respondents would otherwise not have been able to access was less positive, with 20% either disagreeing or strongly disagreeing with this statement. This raises the possibility of SE crowding out the private sector and is explored more fully below when deadweight is considered.
Table 4.10 – Agreement with Statements about the Overall Support Package 
	Criteria
	Strongly agree
	Agree
	Neither agree nor disagree 
	Disagree
	Strongly disagree
	Don’t know 
	TOTAL

	If key contact has changed SE has handled the change well
	22
	49
	13
	7
	5
	4
	100

(n=538)

	We received advice that we otherwise could not have accessed
	13
	47
	13
	17
	3
	7
	100

(n=740)

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


Advocacy

4.30 Respondents were asked what they would say about SE to others (advocacy). The feedback is shown in Table 4.11 and the positive view that has emerged in most of the earlier questions is again apparent. Indeed, the fact that 25% of respondents indicated that they would speak highly of SE without being asked is a considerable endorsement. Only 9% (67 respondents) would be critical, either when asked or without being prompted.  
Table 4.11 – How Respondents Would Speak about Scottish Enterprise 
	Response
	Percentage of establishments

	Speak highly of it without being asked for an opinion
	25

	Speak highly of it if asked for an opinion
	48

	Be neutral if someone asked for an opinion
	17

	Be critical if someone asked for an opinion
	7

	Be critical without being asked for an opinion
	2

	Don’t know
	0

	TOTAL
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740


4.31 Table 4.12 compares the results of the 2008 and 2006 surveys on the Advocacy question
. Again, although there are differences when the individual responses are considered, the broad picture shows a degree of similarity. Discussions with SE would suggest that, as stock has not changed significantly, this finding may be a result of a largely similar group of companies with the same Account Managers responding to the survey. For example:
· The percentages of those who would speak highly of it (unprompted and prompted) was 73% in 2008 and 75% in 2006
· The percentages who would be critical (prompted and unprompted) in the two surveys were, respectively, 9% and 10%
.

Table 4.12 – Comparisons of how respondents would speak about SE (2008/ 2006 Surveys) 
	Response
	2008

(n = 740)
	2006

(n = 2,262)

	Speak highly of it without being asked for an opinion
	25
	36

	Speak highly of it if asked for an opinion
	48
	39

	Be neutral if someone asked for an opinion
	17
	14

	Be critical if someone asked for an opinion
	7
	8

	Be critical without being asked for an opinion
	2
	2

	Don’t know
	0
	1

	TOTAL
	100
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2006 and 2008


Access to other forms of business advice 
4.32 Of the 740 survey respondents, 240 (32%) claimed not to make use of business advisers other than through SE. Table 4.13 shows the additional sources of support that were used, with business and management consultants forming the largest category, followed by accountants, banks, other business contacts, local government and solicitors. If there is anything noteworthy about the table it is that around a third of the establishments claim not to make use of any advisers other than SE. Given the characteristics of Designated Relationship Management companies one would have expected them to take advice from more than one source.

Table 4.13 – Sources of business development support used in the last 3 years 
	Source
	Number of responses 
	Percentage of establishments

	Business or management consultant
	163
	15

	Accountant
	90
	8

	Bank
	69
	6

	Other business contacts
	59
	5

	Local government
	53
	5

	Solicitor/lawyer
	52
	5

	Scottish government
	42
	4

	Business Gateway
	42
	4

	Trade or business association
	42
	4

	Chamber of Commerce
	32
	3

	Scottish Development International
	24
	2

	Other
	203
	18

	None
	240
	32

	TOTAL
	1,111
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n = 740
Notes:- 

1.
Respondents were able to give more than one response.


4.33 In terms of the ‘Other’ responses given by respondents, the majority of the answers can be categorised using the support types outlined above. From the diverse range of responses provided the top three were:

· Trade or business associations

· Non-executive directors

· Business or management consultants.
4.34 Further responses included friends and family, HM Revenue and Customs, regulatory bodies such as the Health and Safety Executive and customers/suppliers.
Strategic Influence

4.35 SE has identified 14 key criteria that they wish to influence when working with companies. These can be used as part of the evaluation process. These output metrics are listed in Table 4.14 and form part of the SE wider monitoring and evaluation framework. 

4.36 The survey respondents were asked, in relation to each of these metrics, to state their agreement to a series of statements considering the extent to which SE had encouraged them to change their behaviour. Table 4.14 presents the results and at the foot of the table the average scores on each of the agreement statements are given. Comparing these with the scores for each of the criteria it is apparent that:
· There is limited variation, with most scores being close to the average, with overall around half of the respondents agreeing that SE had provided encouragement to meet the criteria
· The two main deviations from the mean were for
· Being environmentally and socially responsible, where 42% either ‘Agreed’ or ‘Strongly Agreed’ that SE had encouraged them to become more responsible, as against the overall average of 55%. Not surprisingly the percentage disagreeing was also higher than the average. There might also be some concern that 9% felt that this question was not applicable (the second highest percentage on the ‘Not applicable’ response) 

· Training and developing staff scored above the average at 70%
· The main challenge in the future would seem to be to influence the 20% of respondents who neither agreed nor disagreed with the criteria.

4.37 Overall, the strategic impact question does not seem to be particularly discriminating. This might reflect the question’s length and the degree of repetition involved in asking it, albeit that the questions were rotated to minimise bias. It may be that the main use of this data is to set a baseline that can then be used to assess progress against when future surveys are undertaken.
Table 4.14 – Scottish Enterprise’s Strategic Impact on Establishments 
	Strategic Influence 
	Strongly agree
	Agree
	Neither agree or disagree
	Disagree and strongly disagree
	NA/ Don't know

	Develop a culture of innovation 
	16
	36
	22
	22
	4

	Put in place activity to measure and improve performance and standards in service delivery
	10
	41
	21
	22
	6

	Encouraged to manage and embrace chance 
	13
	43
	19
	20
	5

	Focus on providing visionary leadership across the company 
	12
	39
	22
	22
	6

	Develop and maintain a business strategy and plan that positions the company for growth 
	17
	46
	18
	16
	4

	Encouraged to understand the market in which you work and use this knowledge in planning business activity 
	13
	45
	20
	19
	4

	Understand the needs of your customers and regularly review service indicators 
	8
	39
	22
	24
	8

	Be environmentally and socially responsible 
	9
	33
	23
	26
	9

	Encouraged to develop a strong financial position from which to act 
	13
	41
	22
	19
	5

	Have a global perspective in relation to trading or knowledge 
	12
	40
	18
	19
	11

	Develop mutually beneficial relationships with customers and suppliers 
	9
	44
	20
	19
	8

	Encouraged to train and develop staff
	21
	50
	12
	12
	5

	Develop a culture that encourages initiative at all levels 
	13
	45
	18
	18
	5

	Develop high ICT awareness 
	12
	46
	17
	20
	5

	Average 
	13
	42
	20
	20
	6

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740


Additional Support Needs 

4.38 The final two questions in the questionnaire were free text questions which gave respondents the opportunity to provide:

· Details of any further support needed from SE
· Offer any final comments on the services provided by their Account Manager or SE.

4.39 Table 4.15 provides an analysis of additional support needs. The text responses have been categorised into broad groups. As can be seen almost half (47%) of respondents made no further comment whilst 9% stated they were satisfied with the current service. Of the specific responses, financial assistance came out top with 14% stating that they would like to receive greater amounts from SE. This covered a range of areas including funding for training and capital equipment.

4.40 Of the remaining responses, these constituted a small proportion of overall responses (less than 3%). The support needs identified here are consistent with support already offered by SE, including property search/advice (3%), assistance with exporting and internationalisation (3%) and training (2%). This suggests that some respondents are not fully aware of the range of support which may be available to them or that Account and Client Managers are not being sufficiently pro-active in suggesting suitable support.

Table 4.15 – Other support needs 

	Source
	Number of establishments
	Percentage of establishments

	No comment
	347
	47

	Financial Assistance
	106
	14

	Satisfied with current service offering
	68
	9

	Property Search/Advice
	23
	3

	Assistance with Exporting/Internationalisation
	21
	3

	Help with accessing general support
	20
	3

	Greater Contact/More proactive approach from SE
	19
	3

	Sales and Marketing Assistance
	18
	2

	Innovation support (including R&D)
	16
	2

	Training
	15
	2

	Help with expansion plans
	12
	2

	Greater information on range of support available
	12
	2

	Other
	63
	9

	Totals
	740
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n = 740


4.41 Table 4.16 presents additional comments made by respondents. This was an open question with respondents free to comment on any aspect of their Account Manager, SE or the support received.  It is therefore noteworthy to find that over half of respondents (54%) took this opportunity to express their satisfaction with the level of service and support they had received from SE. Further analysis of these responses found Account Managers being highly praised by respondents. With a high proportion of strong relationships apparent between establishments and their respective Account Managers. This finding supports the high satisfaction scores reported on Account Manager performance and overall package of support. 

4.42 Less than 5% of respondents used this question as an opportunity to state their dissatisfaction with SE, whilst 5% called for greater contact and/or a more proactive approach from their Account Manager. This typically refers to Account Managers making the first move when establishing contact and providing information unprompted. 

Table 4.16 – Additional comments of respondents 

	Source
	Number of establishments
	Percentage of establishments

	Overall - Satisfied with service 
	396
	54

	No comment
	235
	32

	Greater Contact/More proactive approach from SE
	37
	5

	Overall - Dissatisfied with service
	27
	4

	Greater continuity with Account Managers
	14
	2

	Greater information on range of support available
	10
	1

	Other
	14
	2

	Lack of funding nationally
	7
	1

	Totals
	740
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n = 740


5 Geographical and Key Sector Analysis of Satisfaction Ratings  

The Key Messages in this Chapter are: 
· There appears to be potential inconsistencies in the delivery of Account Management services across Scotland and various sectors of the economy.

· A note of caution should be sounded when interpreting the results as any the findings of this Chapter are based solely on an analysis of the survey data, without any consultation with locally based staff.

· With this in mind, the former LEC areas of Forth Valley and Lanarkshire can be held up as examples of good practice in the way in which Account Managers engage with establishments. The continual above average satisfaction scores indicate that these regions have lessons to teach others, particularly Fife and Grampian. 

· The data suggests that further research should be undertaken into the way Account and Client Managers engage with tourism establishments. This Key Sector outperformed all others in terms of high satisfaction levels.

· By contrast, levels of high satisfaction are lowest amongst Financial Services and Defence and Marine.
Introduction 
5.1 Having considered the opinions of the sample in its entirety, geographical and Key Sector differences in satisfaction are explored in this Chapter. In order to simplify the analysis and identify subtle differences which may be lost by relying purely on statistical tests we have highlighted those responses that deviate from the sample average percentage by +/- 10% in relation to those who are ‘Very Satisfied’ with the services provided by SE. This was done in conjunction with a chi-square test for independence. Statistically significant relationships are reported at the 95% confidence level. 

Geographical Differences in Satisfaction Levels 
5.2 Tables 5.1 to 5.5 look at Satisfaction with various aspects of SE’s services. For each Table the percentage of total respondents indicating that they were ‘Very satisfied’ with the criterion is given. The LECs that had scores that deviated by +/- 10% from this sample average are then shown, with the figure in brackets indicating the percentage of respondents in the indicated LEC areas that were ‘Very satisfied’. For example, Table 5.1 shows that overall 47% of respondents were ‘Very satisfied’ with SE’s services. However, 65% of the respondents in Lanarkshire were ‘Very satisfied’ whilst only 27% of those in Grampian were. The results have also been tested for statistical significance, with those that are significant at the 0.05 level being identified. Significance indicates that there is a very strong probability that there are real differences between LECs on satisfaction levels, rather than the differences being a reflection of differing numbers of respondents in different area. Where significance is noted it is the LECs shown in the Tables that have responses 10% or more below the sample average that are the cause of concern. Statistical significance does not, however, provide any explanation as to why there are these differences.  

5.3 Table 5.1 shows satisfaction ratings relating to the overall package of support provided by SE.     It can be seen that there were statistically significant differences between the LECs in relation to delivery against promises and the processes in place for accessing support, with Forth Valley and Lanarkshire both scoring highly. Interestingly, in spite of the differences highlighted for some measures of satisfaction, there was no statistically significant difference between the LECs in relation to overall satisfaction with the quality of support provided by SE. It seems, therefore, that respondents are more critical about the detail of SE’s support than the overall support package and approach.  
Table 5.1 - Satisfaction with overall package of support from SE (calculated for those ‘Very Satisfied’ with services)

 
	Criteria
	Very satisfied

(Overall sample percentage)
	LECs achieving a response +10% or more
(Actual percentage in brackets)
	LECs achieving a response -10% or more
(Actual percentage in brackets) 
	Significant at 0.05 level


	Overall satisfaction with SE’s services
	47
	Forth Valley (60%)

Lanarkshire (65%)

Tayside (61%)
	Glasgow (30%)

Grampian (27%)
	NO

	Providing tailored responses to business needs   
	35
	Lanarkshire (49%)
	Glasgow (25%)
	NO

	Delivering against promises
	47
	Forth Valley (60%)

Lanarkshire (59%)
	Grampian (36%)
	YES

	Processes for accessing support
	36
	Forth Valley (48%)

Lanarkshire (46%)
	Grampian (26%)
	YES 

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


5.4 The pattern observed above is also reflected when responses concerning advocacy are analysed
. Among those who would strongly advocate the services of SE to others (both prompted and unprompted), both Forth Valley and Lanarkshire achieved scores that were 10% above the sample average of 73%. The only surprises are that: 
· Glasgow is the only LEC area that has a negative deviation of 10% or more (58% as against the sample average of 73%)

· Grampian attained a score near to the average (68%). Given what Table 5.1 shows about the performance of this area on the satisfaction criteria this seems an anomalous result. 

Planning

5.5 The following tables explore satisfaction levels with specific aspects of the respondents’ relationship with their respective Account and Client Managers. Satisfaction is considered in terms of Account Managers’ contribution to planning, delivery, impact and timing. Table 5.2 highlights the differences in satisfaction with planning across the former LEC areas. It shows that: 

· Lanarkshire scored above the sample average on all planning related criteria 

· Fife and Grampian consistently scored below the sample average.

5.6 There is a statistically significant difference between the LECs in relation to the ‘clarity over the services that SE could offer’. Based on the data, this could point to potential inconsistencies in the way in which companies are inducted on to the Account and Client Management programme across the SE operating region. 
Table 5.2 – Satisfaction with SE Contact – Planning (calculated for those ‘Very Satisfied’)
	Criteria
	Very satisfied

(Overall sample percentage)
	LECs achieving a response +10% or more
(Actual percentage in brackets)
	LECs achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level 

	Making an  effort to understand the business
	58
	Borders (72%)

Lanarkshire (72%)
	Fife (47%)
	NO

	Clarity at the start as to what SE could offer
	48
	Lanarkshire (68%)
	Fife (35%)

Grampian (35%)
	YES

	Ability to access the know-how that is right for the business
	41
	Lanarkshire (57%)
	Fife (29%)

Grampian (30%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


Delivery 
5.7 The pattern observed above also appears to be repeated across the other measures of satisfaction, as Tables 5.3 to 5.6 shows. In relation to the delivery of support by the Account or Client Manager (Table 5.3):

· Forth Valley emerged as 10% above the sample average on the ‘Very satisfied’ category for three of the four criteria

· Grampian scores at least 10% below the sample average on all four measures of delivery, followed by Fife on three and Dumfries and Galloway on two.

5.8 There was a statistically significant difference between the LECs in relation to two measures: ‘jointly agreeing actions’ and ‘jointly reviewing progress against these actions’. To speculate again on why this may be the case, it may point to significant differences in the pro-activity of Account Managers across the regions.
Table 5.3 – Satisfaction with Scottish Enterprise Contact – Delivery 
(calculated for those ‘Very Satisfied’ with services)

	Criteria
	Very satisfied

(Overall sample percentage)
	LECs achieving a response +10% or more
(Actual percentage in brackets)
	LECs achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Jointly agreeing actions
	47
	Forth Valley (60%)
	Dumfries and Galloway (27%)

Fife (32%)

Grampian (37%)
	YES

	Jointly reviewing progress against these actions   
	39
	Borders (49%)

Forth Valley (55%)
	Dumfries and Galloway (24%)

Fife (26%)

Grampian (28%)
	YES

	Providing clarity about decisions
	43
	Forth Valley (55%)
	Grampian (32%)
	NO

	Clarity about role in making a successful partnership
	44
	Renfrewshire (56%)
	Fife (2%9)

Grampian (32%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


Impact  
5.9 Table 5.4 presents satisfaction ratings with the impact of support provided through the Account or Client Manager. It should be emphasised that this relates to qualitative rather than quantitative impacts (such as turnover and employment) which are covered in the later economic impact Chapter. 

5.10 The key messages from the analysis are:

· Lanarkshire and Forth Valley emerge above the sample average 

· Fife is below average on both criteria and Grampian is below on one

· No statistically significant differences were found between the LECs in terms of satisfaction with the impacts SE had brought to the business.

Table 5.4 – Satisfaction with SE Contact – Impact (calculated for those ‘Very Satisfied’ with services)
	Criteria
	Very satisfied

(Overall sample percentage)
	LECs achieving a response +10% or more
(Actual percentage in brackets)
	LECs achieving a response
-10% or less
(Actual percentage in brackets) 
	Significant at 0.05 level

	Proactive in bringing new ideas to the business
	33
	Lanarkshire (43%)
	Fife (21%)
	NO

	Delivering value to the organisation
	38
	Forth Valley (48%)
	Fife (24%)

Grampian (28%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


Timing
5.11 Finally, Table 5.5 considers the timing of support. Once again:

· Forth Valley scores above the sample average in terms of the number of respondents who were ‘Very Satisfied’
· Dumfries and Galloway and Grampian were below average as was Glasgow.

5.12 There was a statistically significant difference between the LECs in relation to the speed at which problems are resolved and enquires dealt with. 
Table 5.5 – Satisfaction with Scottish Enterprise Contact – Timing (calculated for those very satisfied with services)

	Criteria
	Very satisfied

(Overall sample percentage)
	LECs achieving a response +10% or more
(Actual percentage in brackets)
	LECs achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Speed of resolving problems and dealing with enquiries
	43
	Forth Valley (57%)
	Dumfries and Galloway (27%)
	YES

	Frequency of contact   
	44
	Forth Valley (55%)

Lanarkshire (57%)
	Glasgow (33%)

Grampian (32%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


Summary 
5.13 Tables 5.6 summarises the findings presented above. The key finding is that the majority of LEC satisfaction scores cluster within 10% either side of the sample satisfaction average. There are, however, four LECs which continually feature outwith this range, two above and two below. These are: 

· Forth Valley and Lanarkshire which scored at least 10% above the sample average on just under two thirds of the satisfaction criteria

· Grampian which scored 10% below the sample average on over two-thirds of the criteria, and Fife which scored below on over half of the criteria. 
5.14 Table 5.6 – Number of times LECs achieved satisfaction scores of more than +/- 10% of the average for the ‘Very Satisfied’ response on the 15 Satisfaction criteria
	Number of times LECs achieved a response +10% or more on the 15 Satisfaction criteria
	Number of times LECs achieved a response -10% or more on the 15 Satisfaction criteria

	Forth Valley – 9
Lanarkshire – 9
Borders – 2

Renfrewshire -1  
Tayside – 1
	Grampian – 11

Fife – 8

Dumfries and Galloway – 3

Glasgow – 2

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=740


5.15 Statistically significant differences were found in the satisfaction scores between LECs on the following measures:  
· Delivering against promises
· Processes for accessing support
· Clarity at the start as to what SE could offer
· Jointly agreeing actions
· Jointly reviewing progress against these actions   
· Speed of resolving problems and dealing with enquiries.

5.16 Explaining why this is the case is challenging given that no consultation with LEC staff was undertaken as part of the work programme. The simplest and most probable explanation is differences in the skills and attributes of Account Managers across the regions, or in other words the qualitative inputs provided by SE. However, defining whether this is due to differences in individual managers’ backgrounds, training or LEC management structures is hard to say. 
Key Sector Differences in Satisfaction Levels

5.17 The above analysis was repeated to determine if there were significant differences in the satisfaction ratings reported by the Key Sectors (KSs) and Other Growth Industries at which SE support is targeted (see Paragraph 3.6 and footnotes). The results are shown in Tables 5.7 to 5.11. The Tables are constructed and interpreted in exactly the same was as the earlier ones dealing with variations across the LECs. Reference should be made to the earlier explanation if necessary (Paragraph 5.2). 
5.18 In relation to satisfaction with the overall package of SE support (Table 5.7), establishments operating in the Tourism, Food and Drink, Forest Products and Textile industries reported satisfaction ratings of more than 10% above the sample average (for those ‘Very Satisfied’ with services). This relationship was not however found to be statistically significant at the 95% confidence level. A statistically significant difference between the KSs was however found in relation to the extent to which Account Managers provide tailored responses to business needs.
5.19 The areas reporting below average satisfaction levels were Financial Services and Chemical Sciences on all four criteria, and Defence and Marine and Aerospace on two of the four.
Table 5.7 Satisfaction with overall package of support from SE (calculated for those ‘Very Satisfied’ with services)

 
	Criteria
	Very satisfied

(Overall sample percentage)
	KS achieving a response +10% or more
(Actual percentage in brackets)
	KS achieving a response -10% or more
(Actual percentage in brackets)
	Significant at 0.05 level

	Overall satisfaction with SE’s services
	48
	Tourism (66%)

Food and Drink (62%)

Forest Products (60%)
	Defence and Marine (0%)

Financial Services (22%)

Chemical Sciences (25%)

Life Sciences (37%)
	NO

	Providing tailored responses to business needs   
	37
	Textiles (48%)
	Chemical Sciences (8%)

Financial Services (11%

Aerospace (25%)
	YES

	Delivering against promises
	48
	Textiles (63%)
	Chemical Sciences (17%)

Financial Services (22%)

Defence and Marine (33%)
	NO

	Processes for accessing support
	36
	Textiles (48%)
	Chemical Sciences (8%)

Financial Services (11%)

Aerospace (25%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505

The figures in brackets represent the no. of establishments in each Key Sector. 


5.20 When advocacy was considered, Financial Services once again scored below the sample average of 72% for those who would recommend the services of SE to others (prompted or unprompted). Only 33% of establishments within the sector indicated that they would recommend SE to others. Establishments operating in the Textiles and Forest Products sectors scored more than 10% above average with 85% and 100% respectively indicating that they would recommend SE to others (prompted or unprompted). However, it should be emphasised that the KS sub-sample sizes are small. 
Planning

5.21 As with geography, differences were explored between the satisfaction ratings of the respective KSs on Planning, Delivery, Impact and Timing. The Planning results are set out in Table 5.8 and show that satisfaction with the planning support received is 10% above average for Tourism establishments on two of the three measures. It also highlights that there are statistically significant differences between the KSs on ‘making an effort to understand the businesses and ‘clarity at the start as to what SE could offer’. 

5.22 It is interesting to note the KSs which are 10% below the average satisfaction ratings on the statistically significant relationships: Defence and Marine, Chemical Sciences and Financial Services. Given the larger relative size and complexity of establishments in these KSs (in comparison to Tourism establishments for example), one hypothesis may be that it is more challenging for Account Managers to get to get up to speed with these establishments and communicate the support available at the outset. 

Table 5.8 – Satisfaction with Scottish Enterprise Contact – Planning (calculated for those very satisfied with services)
	Criteria
	Very satisfied

(Overall sample percentage)
	KS achieving a response +10% or more
(Actual percentage in brackets)
	KS achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Making an  effort to understand the business
	59
	Forest Products (80%)
	Defence and Marine (0%)

Chemical sciences (42%)

Financial Services (44%)
	YES

	Clarity at the start as to what SE could offer
	49
	Tourism (61%)
	Defence and Marine (0%)

Chemical Sciences (33%)

Financial Services (33%)
	YES

	Ability to access the know-how that is right for the business
	42
	Tourism (54%)
	Defence and Marine (0%)

Financial Services (22%)

Chemical Sciences (25%)

Construction (29%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


5.23 Table 5.9 reports KS satisfaction with Delivery. Tourism establishments again perform well, reporting 10% above average satisfaction levels on three of the four measures. By contrast, Defence and Marine, Financial Services, Chemical Sciences and Aerospace registered satisfaction ratings 10% below the sample average. The only statistically significant relationship was on ‘jointly agreeing actions’. 
Table 5.9 – Satisfaction with Scottish Enterprise Contact – Delivery (calculated for those very satisfied with services)

	Criteria
	Very satisfied

(Overall sample percentage)
	KS achieving a response +10% or more
(Actual percentage in brackets) 
	KS achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Jointly agreeing actions
	47
	Food and Drink (59%)
	Defence and Marine (0%)

Forest Products (20%)

Financial Services (22%)
	YES

	Jointly reviewing progress against these actions   
	39
	Tourism (51%)
	Defence and Marine (0%)

Forest Products (20%)

Financial Services (22%)

Aerospace (25%)
	NO

	Providing clarity about decisions
	41
	Tourism (61%)
	Defence and Marine (0%)

Forest Products (20%)

Financial Services (22%)

Aerospace (25%)

Chemical Sciences (25%)
	NO

	Clarity about role in making a successful partnership
	43
	Tourism (61%)
	Defence and Marine (0%)

Financial Services (22%)

Chemical Sciences (22%)

Aerospace (25%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


5.24 In terms of satisfaction with Impact, the same KSs feature again. Satisfaction among Tourism establishments is 10% above the sample average, whilst Defence and Marine, Financial Services and Aerospace are below. No statistically significant relationships were found in relation to the impact measures (Table 5.10). 
Table 5.10 – Satisfaction with Scottish Enterprise Contact – Impact (calculated for those very satisfied with services)
	Criteria
	Very satisfied

(Overall sample percentage)
	KS achieving a response +10% or more
(Actual percentage in brackets)
	KS achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Proactive in bringing new ideas to the business
	34
	Tourism (46%)
	Defence and Marine (0%)

Financial Services (22%)
	NO

	Delivering value to the organisation
	39
	Tourism (51%)
	Defence and Marine (0%)

Aerospace (25%)

Financial Services (11%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


5.25 Satisfaction with Timing is presented in Table 5.11. Interestingly, Textiles makes an appearance in this table, being 10% above the sample average on satisfaction with the ‘frequency of contact’ with Account Managers. Tourism also features as above average whilst Defence and Marine, Financial Services and Aerospace are once again below. 
Table 5.11 – Satisfaction with Scottish Enterprise Contact – Timing (calculated for those very satisfied with services)

	Criteria
	Very satisfied

(Overall sample percentage)
	KS achieving a response +10% or more
(Actual percentage in brackets)
	KS achieving a response
-10% or less
(Actual percentage in brackets)
	Significant at 0.05 level

	Speed of resolving problems and dealing with enquiries
	44
	Tourism (61%)
	Defence and Marine (0%)

Forest Products (20%)

Financial Services (11%)
	NO

	Frequency of contact   
	44
	Textiles (59%)
	Defence and Marine (0%)

Forest Products (20%)

Financial Services (22%)

Aerospace (25%)
	NO

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


Summary 
5.26 Table 5.12 summarises the satisfaction ratings in relation to KSs. The key message is that there was greater variability across the KSs to that observed across the LECs, albeit the sub-sample sizes were smaller with the KSs. In terms of high satisfaction, Tourism establishments were particularly happy with the support they had received from SE. 

5.27 Conversely, Financial Services Defence and Marine, Chemical Sciences and Aerospace appear to have below average levels of satisfaction. Financial Services is of particular note having been below the sample average on 14 of the 15 satisfaction measures, closely followed by Defence and Marine with 13. Interestingly Forest Products is the only KS to feature in both the above and below average categories. 
Table 5.12 – Number of times KSs achieved satisfaction scores of more than +/- 10% of the average for the ‘Very Satisfied’ response on the 15 Satisfaction criteria
	Number of  times KSs  achieved a response +10% or more on the 15 Satisfaction criteria
	Number of  times KSs   achieved a response -10% or more on the 15 Satisfaction criteria

	Tourism – 9
Textiles – 4
Food and Drink – 2

Forest Products  - 2 
	Financial Services – 14

Defence and Marine - 13

Chemical Sciences – 9
Aerospace – 7

Forest Products – 5

Construction – 1 

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


5.28 Statistically significant differences between KSs were found with regards to:

· Making an effort to understand the business

· Clarity as to what support SE could offer (geographical difference was also observed here) 

· Jointly agreeing actions with supported establishments (geographical difference was also observed here)

· Providing tailored responses to businesses needs.

6 Additionality of the Programme 
The Key Messages in this Chapter are: 
· There was a high level of deadweight on the 4 business metrics of turnover, profit, employment and innovation. In each case, around two thirds of establishments reported that support from SE had made no difference to performance.
· Over half the establishments surveyed had introduced some form of innovation in the past 3 years.
· Around two thirds of establishments felt that support from SE had made no difference to turnover, employment or innovation expenditure. However, around third of establishments reported that SE had accelerated development on these measures.
· Over half of establishments felt there had been no difference to the quality of employees and management or to the quality of the main innovation activities as a result of SE support. However, around two fifths felt that SE support had improved these factors.
· The largest proportion of establishments (around.30%) felt that market conditions had improved moderately over the three years of the study period (before the onset of the financial crisis). 

Introduction 

6.1 This Chapter sets out the additionality of SE in changing the performance of surveyed establishments on a range of business metrics. The Scottish Enterprise Economic Impact Assessment Guidance Note (2007, p.2) defines additionality as follows:

‘The additional benefit of an intervention is the difference between the reference case position (what would happen anyway) and the position if/ when the intervention (intervention option) is implemented.’
6.2  In essence, there are three main types of additionality. These are defined in the SE Guidance Note as: 
· Scale - for example, a greater quantity of business turnover or jobs may be delivered in an area. Absolute additionality refers to a situation where all of the intervention’s benefits may be claimed, in relation to the output or outcome being examined. 

· Timing - for example, an activity may happen earlier than would otherwise have been the case. 

· Quality - where the benefits of an intervention cannot easily be valued, then the quality of the benefits may be different because of a SE intervention, for example, the skill level of employment outcomes may be enhanced. 

6.3 All three types of additionality are considered in this Chapter. In terms of scale, SE’s additionality on turnover, profit, employment and innovation spend levels is considered. This information is presented graphically as it allows an easy assessment of the size and distribution of SE’s additionality on the survey sample. The additionality information for 2006/07 is considered here as it is the most complete. 

6.4 Time and quality additionality are also considered. How these additionality figures translate into net additional economic impacts is detailed in Chapter 7 of this Report. 
Public financial Inputs to Intervention 
6.5 The Chapter begins by briefly considering the financial inputs from the public sector (including SE) to supported businesses. The survey of Account and Client Managed companies found that the majority of establishments (88.9%) had received direct financial support from the public sector since their relationship with SE was first established. A further 9.9% indicated that they had received no direct public sector support in this time and the remaining 1.2% of respondents were unsure.
6.6 Table 6.1 presents the survey findings in relation to direct financial assistance (grants and loans) from the public sector over the duration of engagement with SE. The survey found that the vast majority (98.9%) of the 658 establishments, which had received public sector financial assistance, had received some input from SE (including Local Enterprise Companies, SE National, Business Gateway and Scottish Development International). At 42%, the number of establishments in receipt of financial assistance from other public sector bodies was found to be substantially lower. 
6.7 However, as Table 6.1 shows the total value of support from other public sector bodies was considerably higher than that from SE. Much of this figure is however accounted for by a single large contribution to one organisation in the further education sector. Removing this outlier, the total sum of public sector input (as stated by establishments) is around £176,692,508 an average (mean) of around £303,075 per establishment.

Table 6.1 – Public sector contribution over period of engagement
	Descriptive statistics 
	SE Input
	Other public sector input
	Total public sector input

	Minimum
	£0
	£0
	£100

	Maximum
	£10,000,000
	£90,000,000
	£91,800,000

	Range 
	£10,000,000
	£90,000,000
	£91,799,900

	Mean 
	£107,610.10
	£280,154.10
	£457,448.56

	Median 
	£25,000
	£0
	£40,000

	Sum
	£97,759,586
	£168,932,922
	£266,692,508

	No. of responses 
	573
	603
	583


	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


6.8 It should be noted that these figures refer to the collective financial assistance received by establishments over the period they had worked with SE. Due to the differing dates of engagement it is not possible to draw conclusions on the timescale over which this money was provided, or indeed what it would equate to in real terms. For these reasons the figures have not been grossed-up to represent the public sector input figures at the population level. 
6.9 Information on what SE had spent on supported establishments was also provided. This data was provided directly by SE, not the establishments themselves, and is used in the statistical analysis which features later in the Report. There were some challenges in obtaining this information and   complete figures were only available for 2006/07. Cross referencing the internal SE spend data with the survey sample, found 376 establishments for which information was available. This information is summarised in Table 6.2 below. 
Table 6.2 – SE spend 2006/07
	Descriptive statistics 
	SE Input

	Minimum
	-£4,553


	Maximum
	£971,849

	Range
	£976,402

	Mean
	£17,240

	Median
	£5,279

	Sum
	£6,482,261

	No. of responses
	376

	Source: Scottish Enterprise Internal Financial Records  2008


6.10 If it is assumed that this spend pattern is broadly representative of SE’s spend with the DRM portfolio and the information is grossed-up to the represent the 1916 companies in the final DRM population profile, it can estimated that SE spent £32,994,708 on these establishments in 2006/07. This has a margin of error of +/- 4.53% at the 95% confidence level. 

Overview of Deadweight 
6.11 As mentioned in the introduction, one of the key measures of programme efficiency is the extent of deadweight: that is the extent to which the intended consequences of the intervention would have arisen even if the intervention had not taken place. The greater the amount of deadweight, then the less additionality and vice versa, all other things being equal. SE aims to intervene to improve economic efficiency as measured by such things as turnover and profitability.

6.12 To assess deadweight a number of questions asked respondents what they thought would have been the impact on such things as turnover, profit and employment without SE’s support:
· On all four criteria around two thirds of respondents report that interventions by SE had had limited impact, with turnover, profitability, employment and innovation expenditure being reported as being ‘About the Same’ in the absence of any interventions
· The ‘About the same’ response was then explored in greater detail with those who answered this way being asked if this was ‘A bit lower’, ‘exactly the same’ or ‘a bit higher’. On the four criteria the percentages giving an ‘exactly the same’ response were, respectively, 95%, 97%, 100% and 99%
· On a more positive note around a third of respondents felt that turnover, profit , employment and innovation expenditure would have been either ‘A lot lower’ or ‘Moderately lower’ without SE support.

6.13 We now consider turnover, profit, employment and innovation in greater depth individually. 

Turnover 

6.14 Figure 6.1 illustrates the degree of deadweight associated the SE interventions in relation to establishment turnover in 2006/07. The survey highlighted a high degree of deadweight in this instance with 63.9% of establishments stating that their turnover would have been ‘About the Same’ in the absence of SE. No respondents stated that turnover would have been ‘A Lot Higher’ in the absence of SE (in other words that SE support had had a negative effect on turnover). 
Figure 6.1 – Turnover in absence of SE 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740
6.15 Further analysis found that 95% of those that stated ‘About the Same’ (61% of the entire sample) could not attribute any turnover benefit to their relationship with SE. This finding is illustrated in Figure 6.2 below. However, a third of establishments were of the opinion that the support of SE had resulted in turnover benefits, stating that turnover would have been ‘Moderately Lower’ (26.2%) or ‘A Lot Lower’ (6.4%) in the absence of support from SE. 
Figure 6.2 – Turnover deadweight values 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=717

Profit 

6.16 Interviewees were then asked to consider the extent to which SE interventions may have impacted on their operating profits. Figure 6.3 shows that 28% were able to attribute an increase in operating profits to the intervention of SE. However, in common with establishment turnover, the majority of respondents (63.6%) felt that their 2006/07 profits would have been ‘About the Same’ in the absence of SE support. As Figure 6.4 demonstrates, the vast majority of these (97%) believed their profits would have been ‘Exactly the same’ without SE. 
Figure 6.3 – Profit in absence of SE 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 701

Figure 6.4 – Profit deadweight values 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=658
Employment 

6.17 The majority of respondents felt that their employment levels have not been significantly affected by working with SE; although around a quarter felt that employment may have been lower if they had not received support. Two per cent of establishments stated that employment levels may have been higher in the absence of SE support (Figure 6.6). While this may sound alarming, further analysis would appear to show that this has been brought about through the introduction of technology and other efficiency savings. This is supported by the high satisfaction ratings discussed previously.
Figure 6.6 – Employment deadweight 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 740
Figure 6.7 – Employment deadweight values 2006/07 
[image: image14.emf]1

0 0 0 0

2

1

2

4

10

5

74

2

0

10

20

30

40

50

60

70

80

0% 1-10% 11-20% 21-30% 31-40% 41-50% 51-60% 61-70% 71-80% 81-90% 91-99% 100% More

than

100%

Employment deadweight values

Percentage of establishments


Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 729

Innovation 
6.18 Interviewees were asked to consider their current innovation expenditure in some detail. The survey found that:

· 53.6% of establishments had introduced new or significantly improved goods between 2004/05 and 2006/07
· 54.1% had introduced new or significantly improved services between 2004/05 and 2006/07
· 53.5% had introduced new or significantly improved processes for producing or supplying products
· 29.9% of establishments included in the sample had not undertaken any of the aforementioned activities over the past three years.
6.19 Figure 6.8 illustrates the type of innovation activity undertaken between 2005 and 2007 and highlights acquisition of machinery, equipment and software, in house R&D and training as the innovation activities undertaken by the largest percentage of establishments. 
Figure 6.8 – Form of innovation activity 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740
6.20 A third of respondents indicated that the support of SE had contributed to an increase in expenditure on R&D activities. Deadweight in relation to innovation activities is illustrated in Figures 6.9 and 6.10. 

Figure 6.9 – Innovation expenditure deadweight 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 512 

Figure 6.10 – Innovation expenditure deadweight values 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 483
6.21 For the purpose of comparison, deadweight associated with innovation expenditure was analysed in relation to perceptions of market conditions over the last three years.  While no statistically significant relationships were found between innovation expenditure deadweight and market conditions, the percentage reporting 100% deadweight was slightly lower among those for which market conditions were improving. In summary, this means that establishments in buoyant markets are marginally more likely to benefit from SE’s innovation support than those in declining markets. 
Table 6.3 – Impact of market conditions on innovation expenditure deadweight

	Market conditions 
	100% Deadweight
	Number within market conditions

	Declining 
	62.7
	134

	About the same 
	63.9
	108

	Improving 
	60.4
	264

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n= 506


Time Additionality 

6.22 One of the benefits of public sector intervention is that it can result in things happening sooner than would otherwise be the case. The survey asked a variety of questions about the impact of SE’s interventions on delaying or bringing things forward. Table 6.4 summarises these. What can be seen is that:
· Very few respondents claimed that SE support had resulted in delays (18 across the 3 impact criteria)
· For around two thirds there had been no impact on the speed with which things had been done
· For around a third support from SE had accelerated things. Across the three criteria the average acceleration was up to one year (77% of respondents)
· Further analysis also showed statistically significant relationships between deadweight on turnover, employment and innovation spend and time additionality as a result of SE interventions. Among those who reported time additionality only:

· 23% reported 100% deadweight on turnover 

· 22% reported 100% deadweight on employment 

· 15% reported 100% deadweight on innovation spend.
6.23 The implication is therefore that time additionality is associated with levels of additionality on other factors for a reasonable percentage of survey respondents.
Table 6.4 – The Impact of Scottish Enterprise’s Support on the Timing of Impacts 
	Impact criteria
	Delayed
	No difference
	Brought forward
	Don’t know

	Has SE’s support brought forward or delayed the achievement of the 2006/07 turnover figure
	0
	66
	30
	3

	Has SE’s support brought forward or delayed the achievement of your current employment level
	1
	70
	27
	2

	Has SE’s support brought forward or delayed the achievement of your current level of innovation expenditure? 
	2
	61
	33
	4

	AVERAGE
	1
	66
	30
	3

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=740


Quality Additionality 

6.24 The survey contained two questions asking if SE support had improved quality, in terms of staffing and innovation. The results are given in Table 6.5. On both criteria the majority of respondents reported ‘No difference’. What can also be seen is that:
· Overall only 7% felt there had been a deterioration that could be ascribed to SE (36 respondents in total)
· Around 40% of respondents felt SE had resulted in the quality of staff, management and innovation improving. 

Table 6.5 – The Impact of Scottish Enterprise’s Support on the Quality of Impacts 
	Quality Criteria
	A lot worse
	Mod. worse
	No different
	Mod. better
	A lot better
	Don’t know

	Has support from SE had an impact on the quality of employees and management?(n = 740)
	0
	0
	61
	30
	9
	1

	Has support from SE had an impact on the quality of your main innovation activities?(n = 519)
	0
	7
	51
	29
	13
	1

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


Competition, Supply Chains and Market Conditions

6.25 Table 6.6 shows that displacement is relatively low with 60% of establishments indicating that a minority or none of their competitors are based in Scotland. This was supported in an analysis of the exact values for competition which found an average displacement level of 33%. In addition, over half the establishments surveyed (54%) indicated that up to 50% of their supplies, in terms of value, were provided by Scottish based suppliers.

Table 6.6 – Competition 

	Competition 
	Number of establishments
	Percentage of establishments

	All the businesses I compete with are based in Scotland
	75
	10.1

	The majority of the businesses I compete with are based in Scotland
	112
	15.1

	Around half of the businesses I compete with are based in Scotland
	87
	11.8

	A minority of businesses I compete with are based in Scotland
	210
	28.4

	None of the businesses I compete with are based in Scotland
	237
	32.0

	Don't know
	19
	2.6

	Total
	740
	100.0

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


Table 6.7 – Suppliers 

	Suppliers 
	Number of establishments
	Percentage of establishments

	All our supplies come from Scottish-based suppliers
	73
	9.9

	The majority of our supplies, in terms of value, come from Scotland
	199
	26.9

	Around half of our supplies, in terms of value, come from Scotland
	126
	17.0

	A minority of our supplies, in terms of value, come from Scotland
	235
	31.8

	None of our supplies come from Scottish-based suppliers
	81
	10.9

	Don't know
	26
	3.5

	Total
	740
	100.0

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


6.26 Respondents were also asked about how market conditions had changed in their main area of business in the last three years. Figure 6.11 shows that the largest proportion (30%) felt that conditions had improved moderately. 
Figure 6.11 – Change in market conditions over past three years 
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Benchmarking

6.27 In relation to deadweight there are a number of potential sources of bias: 

· Entrepreneurs may be reluctant to cede any credit for business growth so may understate the impacts of assistance.
· They may not fully remember the assistance received and its impact – this can also lead to understatement of impacts
. 
· With potentially many factors to consider, they may find it difficult to separate out the impacts of public assistance.

· Respondents may overstate the impacts of assistance if they anticipate their answers could influence future funding.
6.28 In addition it is unlikely that public sector interventions will achieve zero deadweight as there is typically some activity which would have taken place in the absence of an intervention. Absolute statements of additionality thus need to be treated with some caution and it is, therefore, useful to compare the results of this evaluation with other studies assessing business support to compare findings in a relative sense.   As the following paragraphs outline, though like for like comparison is limited, what comparable evidence is available suggests that the SE results are broadly in line with findings elsewhere.
6.29 Additionality can be measured in different ways yielding different results. For example, work commissioned by the Department for Business, Innovation and Skills (BIS)
 involved the assessment of 274 evaluations and found that the mean employment deadweight figure for those under the theme of business development and competitiveness was 47%.  However, this will typically relate to marginal changes in employment (e.g. of 100 new jobs created 47 would have been created even without the intervention), whereas the questions in this evaluation asked about SE’s impact on the total current employment of firms. Many of these firms will be well established and so it would not be expected that SE assistance would be responsible for the bulk of their employment.    

6.30 BIS also  published an overview of a large programme of evaluation of Regional Development Agencies (RDAs)
. Most evaluations looked at marginal employment impacts but for some evaluations the additionality was assessed in a way that allows comparison with the results of this study. For businesses assisted under the theme of individual enterprise support the average additionality (over 14 evaluations) was 32% which means that 68% reported no impact, a figure very similar to the 72% reporting no impact in this study. For sector/cluster support, 61% reported no impact. This may be more comparable with SE’s activities since individual enterprise support is likely to relate more to support for “volume” businesses rather than the potential high growth businesses SE targets.
6.31 While the finding that around two-thirds of companies reported no impact of SE’s interventions on their bottom line requires further exploration and SE may wish to take steps to improve the reach of the agency’s impact, additionality is only one step in the overall assessment of value-for-money which compares benefits achieved with costs of provision. Indeed the RDAs evaluation found that there is no simple relationship between VFM (GVA divided by cost) and additionality. As chapter 8 shows, SE’s Account and Client Management Programme produces good value for money.
7 Economic Impact of the Programme 
The Key Messages in this Chapter are: 

Turnover Benefits 

· The average turnover of establishments surveyed ranged from £10.4 million in 2004/05 to £10.8 million in 2006/07.
· The average gross turnover change per establishment was £1.4 million over the 3 years of the evaluation.
· SE’s average additionality on gross turnover was 5% over the period. Additionality was assessed based on SE’s contribution to the level of turnover in a given year rather than on the change between years. 

· The net turnover impact of SE support on the Scottish economy was estimated to be £1.45 billion (+/- 3.52%) between 2004/05 and 2006/07.
· The proportion of establishments reporting a net additional turnover benefit from SE support increased year-on-year, peaking at 34% in 2006/07.

GVA and Innovation Spend Benefits 

· The gross GVA growth of the sample remained relatively static over the evaluation period. 

· SE’s net GVA impact on the Scottish economy was estimated to be £613.2 million (+/- 3.83%) between 2004/05 and 2006/07. As with turnover, this was assessed based on SE’s contribution to the level of GVA over the period rather than on the change in the period.
· In gross GVA terms, Account and Client Managed establishments appear to be growing faster than the wider Scottish economy. Gross GVA growth was found to be 6.5% amongst the cohort of establishments where GVA could be tracked between 2004 and 2006, in comparison to 4.1% for the wider Scottish economy.
· The net average GVA impact per establishment was £301,826 over the 3 year period.
· GVA per FTE employee was estimated to be £47,628. This is above the Scottish average.
· The proportion of establishments reporting a net additional GVA benefit from SE support increased year-on-year to a high of 34% in 2006/07.
· SE’s net impact on innovation spend was estimated to be £109.8 million (+/- 4.31%) amongst the portfolio of companies in 2006/07, the only year for which this could be calculated.
Employment Benefits 
· Average employment in the establishments surveyed ranged from 97 (full and part-time) in 2004/05 to 101 in 2005/06.
· The average change in employment over the evaluation period was 8 jobs in absolute terms and 7.2 in FTEs.
· The net employment impact of SE on the Scottish economy was estimated to be 13,064 absolute jobs and 12,875 FTE jobs (+/- 3.20%) between 2004/05 and 2006/07.
· The proportion of establishments reporting net additional employment benefit from SE support increased year-on-year, peaking at 23% in 2006/07.

Introduction 

7.1 The central objective of this evaluation has been to assess the estimated economic impact of SE’s Account and Client Managed interventions over the three year period 2004/05 to 2006/07. This Chapter sets out the key economic impacts of the programme. It covers:

· Turnover impact 

· Gross Value Added (GVA) impact 

· Innovation spend impact
· Employment impacts. 

7.2 Primary data on changes in performance was gathered through the survey of 740 out of a total of 1,916 eligible Account and Client Managed establishments, a sample of 39% (see Paragraph 1.21 and Appendix A for further details). Table 7.1 shows summarises the data relating to turnover, employment and profit that is used in the analysis
. The treatment of this data has been the subject of extensive discussion between the consultancy team and the SE study steering group. The result has been a methodology based broadly on the principles laid out in SE’s impact assessment guidelines
, but which has also employed individual assumptions based on the characteristics of the data set. 

Table 7.1 – Basic Company Characteristics

	Characteristics 
	2004/05
	2005/06
	2006/07

	Turnover 
	
	
	

	Maximum 
	£333,000,000
	£367,000,000
	£389,000,000

	Minimum
	£0
	£0
	£0

	Mean 
	£10,662,000
	£10,991,000
	£11,596,000

	Median 
	£2,175,000
	£2,261,000
	£2,400,000

	n=
	550
	597
	641

	Employment 
	
	
	

	Maximum 
	2750
	2750
	2750

	Minimum
	0
	0
	0

	Mean 
	93.72
	93.91
	89.38

	Median 
	25
	26.75
	28

	n=
	627
	672
	721

	Profit 
	
	
	

	Maximum 
	£43,200,000
	£56,000,000
	£83,000,000

	Minimum
	-£7,200,000
	-£23,000,000
	-£8,600,000

	Mean 
	£643,503
	£663,326
	£828,194

	Median 
	£100,000
	£134,188
	£144,500

	n=
	425
	451
	482

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=505


7.3 A step-by-step by guide on the methodology used in the economic impact calculation is provided in Appendix C. This clearly outlines the assumptions which underpin the figures provided here. This Chapter focuses on discussing the numbers only and is structured as follows:

· Additionality Concepts

· Net Turnover Impacts

· Net GVA Impacts

· Net impact on innovation spend

· Net employment impacts

· Productivity

· Summary.
Additionality Concepts

7.4 Before proceeding to full presentation of the economic impact of the interventions, it is useful to briefly define the methodology adopted and the concepts used. In evaluations, the net additional benefit of a project is obtained through assessing the difference between the intervention option and the reference case. 

7.5 According to SE’s guidance, 
‘The reference case is the situation, in terms of benefits, that would occur if the intervention was not implemented. In other words, what would have happened anyway without the intervention?’

7.6 The intervention option is the benefits which accrue as a result of the intervention implemented, in this case SE’s interventions with Account and Client Managed companies. 
7.7 Initial assessment of the reference case and intervention option leads to the identification of the gross direct impacts. These outputs are then adjusted using the additionality logic chain which adjusts for factors such as displacement, substitution, leakage and multipliers. The process followed is outlined in Figure 7.1
Figure 7.1 – Approach to Assessing Project Level Additionality – Key Components
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Source: Scottish Enterprise Economic Impact Assessment Guidance Note, p.7 
7.8 The key terms in the additionality logic chain are defined as follows in this evaluation:
· Deadweight – the extent to which the benefits reported by Account and Client Managed companies would have happened anyway even if there had been no support of from SE
· Leakage – the proportion of economic benefits which are likely to take place outside of Scotland
· Displacement – the extent to which companies supported through the Account and Client Management programme take market share from other existing companies or organisations in the Scottish economy thereby reducing the economic impact of interventions within Scotland
· Substitution – where a firm substitutes one activity for a similar one to take advantage of public sector assistance. This can be thought of as ‘within firm’ displacement
· Economic multiplier effects – the additional benefits which will occur through purchases along Scottish supply chains, employee spending rounds and longer term effects as a result of the Account and Client Management interventions.
7.9 Further information on how exact values were formulated for each of the above components can be found in Appendix C. The economic impact figures presented in this Chapter are shown in real terms at 2004 basic prices (the first year of the period under evaluation). This takes account of inflationary increases and is consistent with HM Treasury Green Book principles. In addition, all figures (which have been grossed up to represent the impact at the DRM population level) are presented with margins of error at the 95% confidence level. 
Gross Turnover
7.10 Table 7.2 presents the gross turnover figures for each of the years surveyed. Given that the number of establishments which could provide gross turnover information was lower in earlier years; average gross turnover is a more useful indicator than the collective gross turnover of the sample. As can be seen, gross average turnover growth was relatively static over the period with a real terms increase of just under £394,000 (3.8%) over the three year period. 
Table 7.2 – Gross Turnover of Sample (2004 Prices)
	
	2004/05
	2005/06
	2006/07

	No. of establishments providing gross t/o info. 
	550
	597
	640

	Gross turnover of the sample
	£5,706,732,543
	£6,250,843,139
	£6,892,452,621

	Average establishment turnover
	£10,375,877
	£10,470,424
	£10,769,457

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


7.11 Gross turnover change between each of the years under evaluation is presented in Table 7.3. This has been measured using a panel approach, where change has been tracked only in those establishments where gross turnover data was available for each of the three years under evaluation. This approach takes account of establishments where annual turnover has decreased in successive years and also avoids the skewing of average turnover figures by the entry or exit of large establishments to the sample. 
7.12 Table 7.3 shows that the establishments surveyed posted a combined positive turnover change of £751m in the three years between 2004/05 and 2006/07. This equates to an average turnover change of £1.4m per establishment. The SE Business Plan 2008-11 has a key output of assisting 800 – 1000 businesses to grow their turnover by £1m+ on the previous three years. Of this growth, 50% should be additional impact attributable to SE interventions. 

7.13 The turnover growth presented here is an average and based on the past three years. This shows that the average establishment turnover growth was £1.36m over the years under evaluation. This provides evidence of the capacity of companies to increase their turnover by the £1m target figure. However, in this evaluation deadweight was assessed based on SE’s impact on the level of turnover in a given financial year rather than on its contribution to change in turnover
. Due to this, it has not been possible to draw definitive conclusions as to the effectiveness of SE’s interventions in reaching this 50% additionality on change in turnover target. However, the following evidence on SE’s general level of additionality leads us to believe that this target has been overly ambitious. 
7.14 It was found that the estimated gross turnover growth of the DRM population over the evaluation period was £2.62bn (+/- 3.54%). Whilst the estimated gross turnover change was £1.34bn (+/- 3.34%) between 2005/06 and 2006/07 and £1.4bn (+/- 3.62%) between 2004/05 and 2005/06. 

7.15 It is useful to again set these figures within the context of SE’s Business Plan 2008 – 11 in which SE aspires to support £400m to £600m of turnover growth in the businesses it works with. It is possible to conclude that SE is supporting turnover growth by virtue of the fact that it is working with the DRM population. However, as above, it was not possible to quantify the additionality of SE’s support on turnover growth as deadweight was assessed on annual turnover rather than on turnover change between years. 
7.16 Lastly, the Table shows that average annual gross turnover change has followed an upward trajectory rising steadily from £639,726 to £701,367. This highlights that DRM company growth has, on average, accelerated in each successive year under evaluation.
Table 7.3 – Gross Turnover Change in Sample (2004 Prices) 
	
	2004/05 – 2006/07
	2005/06 – 2006/07
	2004/05 – 2005/06

	No. of establishments where turnover change data available in this period
	548
	595
	550

	Gross turnover change in the sample over the period 
	£750,608,552
	£417,313,262
	£351,849,319

	Estimated gross turnover change in the DRM Population over the period
	£2,624,390,486*
	£1,343,818,840**
	£1,399,720,565***

	Average establishment turnover change over the period
	£1,369,724
	£701,367
	£639,726

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008
* +/- 3.54%, ** +/- 3.34%, *** +/- 3.62%.


Net Turnover Impacts
7.17 Tables 7.4 to 7.7 show the net turnover impact figures for each of the three years explored in the survey. In considering the figures, the following should be borne in mind:
· The additionality factors presented are the average of the values gathered during the survey and are included for illustrative purposes only. Net turnover impact figures have been constructed using a ‘bottom-up’ approach which has used additionality factors specific to each of the 740 establishments surveyed
· Additionality has been calculated based on SE’s impact on the level of gross turnover in each of the years under evaluation, not on SE’s impact on gross turnover change between each of the years.
7.18 The methodology used in these calculations can be found in section B3 of Appendix C.
7.19 Table 7.4 highlights the cumulative net turnover impact of the Account and Client Management programme from 2004/05 to 2006/07. The key messages are: 
· Average additionality on gross turnover was 5% over the three years, meaning that in the absence of SE intervention, total turnover would have been 5% lower across the portfolio
· Net turnover impact from the sample was £410m
· Grossed up to the DRM population level SE’s net turnover impact was estimated to be £1.45bn
 (+/- 3.52%).
Table 7.4 - Net Turnover Impact Figures – Overall 2004/05 – 2006/07 (2004 Prices)
	Additionality Factors

(Intervention option)
	Average additionality on gross turnover
	5%

	
	Average substitution  
	0%

	
	Average leakage  
	2%

	
	Average displacement  
	33%

	
	Average Type II output multiplier

	1.7

	Turnover Benefits
	Cumulative Gross Turnover 2004/05 to 2006/07 
	£18,850,028,303

	
	Net Turnover Impact from Sample 
	£410,277,430

	
	Net Impact - Grossed Up to Population Level 
	£1,457,009,584*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008
 * +/- 3.52%


7.20 Table 7.5 sets out the net turnover impact of the Account and Client Management programme in 2006/07. The average additionality of SE interventions on the gross turnover generated by establishments in 2006/07 was 6%. It is again important to emphasise that this is an average additionality figure. 
7.21 To look at it another way, 260 (35%) of establishments in the sample reported that SE support had made a positive impact on their gross annual turnover. When these gross figures were discounted using the additionality factors, it translated into a net additional turnover benefit in 208 establishments or 34% of the 617 where there was sufficient data to assess impact. The corollary of this is that where SE does have an impact on turnover it tends to be modest. 
7.22 The net turnover impact found amongst the sample was £187m in 2006/07. Grossed up to the DRM population level it can be estimated that SE interventions delivered a net additional turnover benefit of £579m (+/- 3.25%) to the DRM portfolio in this year. 
Table 7.5 - Net Turnover Impact Figures – 2006/07 (2004 Prices)
	Additionality Factors

(Intervention option)
	Average additionality on gross turnover 
	6%

	
	Average substitution  
	0%

	
	Average leakage  
	2%

	
	Average displacement  
	33%

	
	Average Type II output multiplier
	1.7

	Turnover Benefits
	Cumulative Gross Turnover 2006/07 
	£6,892,452,621

	
	Net Turnover Impact from Sample 
	£186,643,878

	
	Net Impact - Grossed Up to Population Level
	£578,656,423*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

*+/- 3.25%


7.23 The net turnover impacts for 2005/06 are set out in Table 7.6. Average additionality remains consistent with 2006/07 at 6%. In terms of the proportions, 195 (26%) of the sample reported turnover additionality due to the interventions of SE, 9% fewer than in 2006/07. This translated into a net additional turnover benefit in 154 establishments or 28% of the 559 establishments in which there was sufficient data to assess impact. Therefore a lower proportion of respondents reported turnover additionality in 2005/06 than 2006/07.
7.24 The net turnover impact found amongst the sample was lower in 2005/06 than 2006/07 at £120m in real terms. This results in a lower overall impact when grossed up to the DRM population level with SE delivering an estimated £467m (+/- 3.58%) of net additional turnover benefit to the Scottish economy in 2005/06.
Table 7.6 - Net Turnover Impact Figures – 2005/06 (2004 Prices)
	Additionality Factors

(Intervention option)
	Average additionality on gross turnover 
	6%

	
	Average substitution  
	0%

	
	Average leakage  
	2%

	
	Average displacement  
	33%

	
	Average Type II output multiplier
	1.7

	Turnover Benefits
	Cumulative Gross Turnover 2005/06 
	£6,250,843,139

	
	Net Turnover Impact from Sample 
	£119,618,879

	
	Net Impact - Grossed Up to Population Level
	£467,436,404*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

*+/- 3.58%


7.25 Table 7.7 shows the net turnover impacts for the final year under evaluation, 2004/05. This shows that average additionality was 5%, which is consistent with that found in each of the following years. In terms of the proportion of establishments reporting that SE had a positive impact on their turnover 189 (26%) of the sample reported this: similar number to that found in 2005/06. This filtered through into a net additional turnover benefit in 144 establishments or 28% of the 513 establishments where impact could be calculated. Again, a similar proportion to 2005/06 but lower than 2006/07.
7.26 The net turnover impact amongst the sample was the lowest of the three years at £104m in 2004/05. Grossed up to the DRM population level it was estimated to be £411m (+/- 3.74%).
Table 7.7 - Net Turnover Impact Figures – 2004/05 (2004 Prices)
	Additionality Factors

(Intervention option)
	Average additionality on gross turnover 
	5%

	
	Average substitution  
	0%

	
	Average leakage  
	2%

	
	Average displacement  
	33%

	
	Average Type II output multiplier
	1.7

	Turnover Benefits
	Cumulative Gross Turnover 2004/05 
	£5,706,732,543

	
	Net Turnover Impact from Sample 
	£104,014,673

	
	Net Impact - Grossed Up to Population Level  
	£410,916,757*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/-  3.74%


Net Turnover Impact Summary

7.27 The key points from the analysis of turnover are as follows:

· The support provided by SE to companies through its Account and Client Management programme has generated an estimated £1.45bn of net additional turnover benefit to establishments in the three year period between 2004/05 and 2006/07
· Average additionality on gross turnover was found to be 6% over the three year period. This means that where SE does make an impact it tends to be modest
· SE’s net turnover impact was found to increase in real terms year-on-year, peaking in 2006/07. Grossed-up impact was estimated to be £589m in 2006/07 compared to £467m and £411m in the two earlier years
· Just over one third (34%) of establishments reported some level of turnover additionality in 2006/07, compared with just over a quarter in the earlier years. 
Gross Value Added Impacts

7.28 The Gross Value Added (GVA) of the Account and Client Management programme should theoretically have been constructed using the income approach which uses the formula below:

GVA = Profits + Wages + Depreciation + Amortisation
7.29 Amortisation has, however, been excluded from the calculation as this information was not gathered through the DRM survey. In addition, the data collected on depreciation within DRM establishments was limited with:
· 294 (40%) of the sample providing depreciation data in 2006/07
· 287 (39%) in 2005/06
· 264 (36%) in 2004/05.
7.30 Due to the incomplete nature of the depreciation data gathered, the GVA figures presented here are almost certainly an under-estimation of the true GVA impact of SE interventions with DRM companies. Where figures were provided these varied in relation to establishment size and the extent to which it was capital equipment intensive. No clear pattern was observable in the data set and therefore it was not possible to accurately assess the extent of this under-estimation. 
7.31 It was also clear that depreciation varied considerable across the sample. For example in 2006/07, for the 270 establishments that provided data on both depreciation and employee costs, depreciation as a percentage of employee costs:-
· Varied from a low of 0.3% to a maximum of 463%;  

· The mean was 20.1%; and

· Deprecation was skewed by some very high values, as can be seen from the median value of 8.95%.

7.32 Clearly the different types of companies in the sample, from ones that are office based and therefore employ relatively little capital, to ones involved in such capital intensive industries as chemicals, make variations on depreciation levels inevitable, However, the very high relative levels of depreciation cited by some establishments seems a cause of some concern that would repay further analysis. 
7.33 Further information on the method used for calculating GVA including multiplier values can be found in Appendix C.
7.34 Table 7.8 presents the gross GVA figures for each of the years surveyed. As with turnover, the number of establishments which could provide gross GVA information was lower in earlier years. A similar picture emerges to that observed with average gross turnover, with gross GVA remaining around the £4.5m mark in each of the three years. Indeed, there was a slight decrease in gross GVA of around £145,000 over the period under evaluation. 
Table 7.8 – Cumulative Gross GVA of Sample (2004 Prices)

	
	2004/05
	2005/06
	2006/07

	No. of cos. providing gross GVA info. 
	491
	528
	581

	Cumulative gross GVA   
	£2,207,715,046
	£2,394,895,084
	£2,528,462,906

	Average establishment gross GVA 
	£4,496,365
	£4,535,786
	£4,351,916

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


7.35 In order to account for the entry and exit of large firms to the sample, Table 7.9 presents figures for the 462 establishments where gross GVA data was available in 2004/05, 2005/06 and 2006/07. In this way it tracks gross GVA growth across the timeframe and shows an increase of 6.5% over the period. The gross GVA of the tracked sample increased by £125.8m from £1.933bn in 2004/05 to £2.059bn in 2006/07. Similarly, the average gross GVA per establishment increased by £272,359 from £4,185,443 in 2004/05 to £4,457,802 in 2006/07. The key message is that there was a 6.5% increase in the gross GVA of the tracked sample over the evaluation period. 
Table 7.9 – Gross GVA Change in Sample (2004 Prices) 

	Year
	2004/05
	2005/06
	2006/07
	Overall Change (04/05 to 06/07)

	Total gross GVA of tracked establishments
	£1,933,674,660
	£2,072,970,401
	£2,059,504,636
	£125,829,975

	Average gross GVA per establishments
	£4,185,443
	£4,486,949
	£4,457,802
	£272,359

	% change on previous year 
	-
	7.2%
	- 0.6%
	6.5%

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n = 462


7.36 Comparison of this cohort shows that it compares favourably with the wider Scottish economy. The 462 establishments posted a GVA growth of 6.5% which is above the 4.1% growth recorded by national accounts over the same 2004 to 2006 period
. Notwithstanding the caution around comparing this evaluation’s primary data with official data, it can be concluded that this group of Account and Client Managed establishments has grown faster than the general economy. This is, however, to be expected given that one of the key criteria for inclusion on the programme is growth potential. Yet it could also be argued that the rate of growth may be lower than would be expected from the ‘star performers’ in the Scottish economy. 

Net Gross Value Added Impacts

7.37 A further methodological point of note is that turnover deadweight has been used as a proxy for absolute deadweight in calculating GVA. The DRM survey asked specific questions related to profit deadweight and employee costs deadweight (the key components of GVA). However the responses to these questions were not of a sufficient quality to be used in the analysis and as such, the more robust measure of turnover deadweight has been used as an alternative. The full method employed in deriving net GVA impacts can be found in section B5 of Appendix C. 
7.38 Table 7.10 presents the net GVA impacts on both an annual and cumulative basis. As with turnover, all figures are presented in real terms (2004 Basic Prices). The net GVA impact in the survey sample was £152m. Grossed up to the DRM population level it can be estimated that the net GVA impact of SE’s interventions with companies was £613m (+/- 3.83%) over the period 2004/05 to 2006/07. 
7.39 It can also be observed that net GVA impact increased in real terms in each successive year of the evaluation period, reaching a high of £241m in 2006/07. This is accompanied by an increase in those reporting a positive GVA impact, with 34% of establishments in 2006/07 up from 29% in both earlier years. 
Table 7.10 – Net GVA Impact Figures (2004 Prices)
	Year 
	2004/2005
	2005/06
	2006/07
	Cumulative

GVA Impact

	No. of establishments in which net GVA impact could be measured 
	450
	484
	558
	-

	No. of establishments reporting a positive GVA impact (% of row 1)
	129(29%)
	139(29%)
	191(34%)
	-

	Net GVA Impact from Sample 
	£36,442,180
	£46,132,321
	£70,044,791
	£152,619,292

	Net GVA – Grossed-Up to Population Level 
	£164,122,620*
	£208,579,091**
	£240,512,220***
	£613,213,931****

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/- 4.08%, ** +/- 3.93%, *** +/- 3.49%, **** +/- 3.83%.


7.40 Table 7.11 presents the average net GVA impact figure per establishment in two ways. The first approach (rows one and two) presents the average GVA impact based on all those establishments in the sample where impact could be assessed. This shows that impact increases year-on year with the rate of positive growth accelerating between 2005/06 and 2006/07. Net average GVA impact per firm over the three years was found to be £301,826.

7.41 As above, average net GVA impact can be skewed by the entry or exit of firms from the sample in any given year. In recognition of this, rows three and four in Table 7.11 also shows the average net GVA impact of firms where GVA could be measured in all three years under evaluation (the panel approach). There are several key messages which emerge from this:

· Average net GVA impact per establishment is higher for those where impact could be measured in each of the three years;

· Proportional growth in GVA is greater amongst those establishments which were involved in the programme for all three years; and
· The proportion of establishments reporting a positive GVA impact was higher amongst those which had been involved in the programme for all three years. 

Table 7.11 – Average GVA Impact by Establishment (2004 Prices)

	Year 
	2004/2005
	2005/06
	2006/07
	Cumulative Average GVA Impact

	Average Net GVA impact per establishments for all those where impact can be measured

(variance on previous year) 
	£80,983
	£95,315

(+ 18%)
	£125,528

(+ 32%)
	£301,826



	Proportion reporting a positive GVA impact 
	129(29%)

n = 450
	139(29%)

n = 484
	191(34%)

n = 558
	-

	Average Net GVA impact per establishment for the 414 where GVA impact could be measured in all three years (variance on previous year)
	£87,567


	£107,951

(+ 23%)


	£143,924

(+ 33%)


	£339,442



	Proportion reporting a positive GVA impact
	123 (30%)

n = 414
	124 (30%)

n = 414
	154(37%)

n = 414
	-

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


7.42 SE’s net impact on GVA (and indeed turnover) was measured in terms of impact on the level of GVA in a given financial year rather than the impact on changes in GVA between years. As touched upon earlier, the decision was taken to phrase deadweight questions in this way as it allowed the study to assess SE’s contribution even in cases where no positive GVA growth was recorded. Furthermore, our experience of undertaking economic impact evaluations has found that establishments find it easier to answer level questions rather than change questions, mainly due to their being more straightforward and based on a single figure rather than on the difference between two figures.

7.43 However, a potential risk in measuring impact in this way is that the benefits from interventions received over a number of years are cited for a single year. This is entirely possible for the DRM survey given the prevalence of mature relationships with SE (over 70% of establishments began working with SE prior to 2004). There is no way of knowing this, but if this is the case it can have a potentially large impact on the results. 
7.44 One of the key objectives of SE’s support through the Account and Client Managed programme is to effect change in the business performance of companies. Table 7.9 shows that the gross change in the GVA of the 462 tracked establishments in the sample was £125.8m in 2004 prices. This includes 100 establishments (22%) where gross GVA decreased between 2004/05 and 2006/07. Assuming this pattern is replicated in the wider DRM portfolio, it can be estimated that Account and Client Managed companies have contributed £521.8m of gross GVA to the Scottish economy over the evaluation period. 

7.45 Comparing this with the net GVA impact figure of £240.5m for 2006/07 (Table 7.10), it can be concluded that SE would be required to make a net additional benefit of 46% on the change in GVA (£521.8m) in order to make an equivalent impact. It should be emphasised that this calculation is for illustrative purposes only and relates to instances where SE has made a net additional impact on businesses. Impact of SE support in helping establishments to maintain a constant level of GVA, or indeed stay in business, is not accounted for by measuring additionality on change rather than level. 

Net Impact on Innovation Spend

7.46 One of the main areas of interest in the evaluation has been to gain some insight into the levels of innovation activity taking place within Account and Client Managed firms. Firms were asked to provide details of their expenditure on innovation activities in 2006/07 and then breakdown the amounts spent on specific innovation activities such as in-house research and development (R&D), acquisition of R&D, and training. 

7.47 The information gathered in respect of spend on individual innovation activities was limited, therefore the figures presented relate to firms’ total spend on innovation. Firms were also asked to provide an estimate of SE’s additionality on innovation spend which has allowed an assessment of the organisation’s net impact on innovation in the DRM portfolio.
7.48 Table 7.12 presents details of the net impact on innovation spend. The gross spend of the sample on innovation activities was £484.5m in 2006/07. The average additionality of SE on gross innovation spend was 12% which was over double the additionality reported on gross turnover in 2006/07. Net impact on innovation spend could be measured in 408 of the 740 establishments surveyed. Analysis of these establishments found that 154 (38%) reported that SE support had made a positive impact on their innovation spend. 
7.49 The net impact on innovation spend found amongst the sample was £23.4m in 2006/07. Grossed up to the population level it can be estimated that SE directly increased innovation spend by £109.8m (+/- 4.31%) in the DRM portfolio of companies in 2006/07. 

Table 7.12 – Net Impact on Innovation Spend 2006/07 (2004 Prices)
	Additionality Factors

(Intervention option)
	Average additionality on gross innovation spend 
	12%

	
	Average substitution  
	0%

	
	Average leakage  
	0%

	
	Average Type II output multiplier
	1.7

	Innovation Spend  Benefits
	Cumulative Gross Innovation Spend 2006/07 
	£484,522,046

	
	Net Innovation Spend Impact from Sample 
	£23,380,429

	
	Net Impact - Grossed Up to Population Level
	£109,796,326*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/- 4.31%


Gross Employment
7.50 Table 7.13 gives the gross employment figures for each of the years surveyed. As with turnover, the number of establishments which could provide gross employment figures declined in earlier years. There were two main reasons for this: establishments were either not in existence in 2004/05 and 2005/06, or they could not recall employment figures for earlier years.
7.51 Figures are presented in absolute (full and part-time) and full time equivalent (FTE)
 terms. The key finding is that average employment per establishment remained relatively static across each of the three years under evaluation. Average absolute employment peaked at 101 jobs in 2005/06 whilst FTEs marginally increased from 94 to 95 jobs over the period
. However, it needs to be stressed that the figures do not take account of the entry and exit of establishments over the evaluation period. They are based solely upon the reported figures for each year. As such the cohorts of establishments in each of the three years may differ so there are no like-for-like comparisons.   
Table 7.13 – Gross Employment of Sample 

	
	2004/05
	2005/06
	2006/07

	No. of establishments providing gross employment figures
	627
	673
	725

	Total gross employment (Full and Part-time jobs)
	60,757
	67,771
	71,586

	Average employment per establishment (Full/ Part-time jobs)
	97
	101
	99

	Full-time Equivalent (FTE) Gross Employment
	58,763
	64,108
	69,123

	Average employment per establishment (FTEs) 
	94
	95
	95

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


7.52 Gross employment change is shown in Table 7.14. As with turnover and GVA, this has followed a panel approach with establishments tracked across each year of the evaluation. This means that change between the three time periods (two, two year periods: 2004/05 to 2005/06, 2005/06 to 2006/07; and the three year period 2004/05 to 2006/07) is calculated using stable cohorts of establishments, as the approach excludes any for which employment data is not available for one of the years. Establishment entries and exits to the programme are therefore not included in the calculations. This difference means that Tables 7.13 and 7.14 are not directly comparable. This explains the apparent anomaly when Table 7.13 shows average employment per establishment being static, whilst Table 7.14 shows average employment growth between the evaluation years.  
7.53 The figures presented are in total and FTE terms. The key messages are:
· Within the sample, the average establishment increase in employment was 8 in absolute terms and 7.2 in FTE terms between 2004/05 and 2006/07. This may seem to be relatively small and it could be argued that SE’s support is sustaining rather than growing employment in the establishments it supports. However, it needs to be remembered that around 62% of the sample had 50 or less employees (Figure 3.3) and whilst average employment over the 3 years of the evaluation ranged from 89 to 94 the median was far lower (25 to 28) reflecting the presence of a few large employers in the sample. Given this these gross change figures are, in relative terms, quite large: something of the order to 30% of median employment. 
· Increases in employment were similar in each of the individual years under review with:
· An average establishment increase in employment of 5 in absolute terms and 4 in FTE terms between 2005/06 and 2006/07
· 4 in absolute terms and 3.9 in FTE terms between 2004/05 and 2005/06. 
Table 7.14 – Gross Employment Change in Sample
	
	2004/05 – 2005/06
(2 year period)
	2005/06 -  2006/07
(2 year period)
	2004/05 - 2006/07
(3 year period)

	Number of establishments where employment change data available between years
	625
	673
	627

	Total gross employment change over the period
	2,483
	3,030
	4,929

	Average total employment change per establishment over the period
	4
	5
	8

	Full-time equivalent (FTE) gross employment change  
	2,451
	2,666
	4,523

	Average FTE employment change per company  
	3.9
	4.0
	7.2

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


Net Employment Impacts
7.54 The following Tables present the net employment impacts attributable to the Account and Client Management programme. Figures are presented in absolute and FTE terms. A full description of the method used in constructing these figures can be found in section B4 of Appendix C. 
7.55 Table 7.15 shows the net employment impact over the period 2004/05 to 2006/07. Average additionality on gross employment was found to be 4%. In absolute employment terms (full and part-time jobs) the net employment impact in the sample was 4,121 jobs. Grossed up to the population level, it is estimated that SE contributed 13,064 net jobs (+/- 3.20%) to the Scottish economy through its support to Account and Client Managed companies. 
7.56 In full-time equivalent terms (FTEs), the impact was found to be 4,181 jobs in the sample and 12,875 net jobs (+/- 3.20%) when grossed up to represent all DRM companies supported by SE.
Table 7.15 – Net Employment Impact Figures – Overall (2004/05 – 2006/07)

	Additionality Factors

(Intervention option)
	Average additionality on gross employment 
	4%

	
	Average substitution  
	0%

	
	Average leakage  
	7%

	
	Average displacement  
	33%

	
	Average Type II employment multiplier
	1.7

	Employment Benefits
	
	

	Absolute Employment 
	Cumulative Gross Employment 2004/05 to 2006/07 
	200,114

	
	Net Absolute Employment Impact from Sample 
	4,181

	
	Net Impact - Grossed Up to Population Level  
	13,064*

	Full-Time Equivalents
	Cumulative Gross Employment 2004/05 to 2006/07 
	191,994

	
	Net FTE Employment Impact from Sample 
	4,121

	
	Net Impact - Grossed Up to Population Level  
	12,875*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/- 3.20%


7.57 Table 7.16 details the net employment impacts for 2006/07. Average additionality on gross employment was 5%. It was also found that in terms of the distribution of impacts, 159 (23%) of the 697 establishments where impact could be assessed reported a positive impact on employment due to SE support in 2006/07. As with turnover additionality, this shows that where SE does have a positive impact on employment levels it is modest. 
7.58 The net additional employment benefit reported in the sample in absolute terms was 1,862 net jobs. Grossing this up to the population level we can estimate that SE support created 5,117 net jobs (+/-) in 2006/07. This equates to 1,836 net FTE jobs at the sample level and 5,048 FTE net jobs (+/-) at the overall population level. 
Table 7.16 - Net Employment Impact Figures – 2006/07
	Additionality Factors

(Intervention option)
	Average additionality on gross employment 
	5%

	
	Average substitution  
	0%

	
	Average leakage  
	7%

	
	Average displacement  
	33%

	
	Average Type II employment multiplier
	1.7

	Employment Benefits
	
	

	Absolute Employment 
	Cumulative Gross Employment 2006/07 
	71,586

	
	Net Absolute Employment Impact from Sample 
	1,862

	
	Net Impact - Grossed Up to Population Level  
	5,117*

	Full-Time Equivalents
	Cumulative Gross Employment 2006/07 
	69,123

	
	Net FTE Employment Impact from Sample 
	1,836

	
	Net Impact - Grossed Up to Population Level  
	5,048*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008* +/- 2.96%


7.59 The employment impact figures for 2005/06 are shown in Table 7.17. Average additionality on employment declined on 2006/07 coming out at 4%. There was also a slight reduction in the number of establishments reporting a positive impact on employment with 19% (119) of the 639 where there was sufficient data to assess impact.
7.60 The key message is that net additional employment benefit was lower in 2005/06 than 2006/07. Net absolute employment impact from the sample was 1,310 jobs, when grossed up to represent the entire DRM portfolio it was estimated to be 4,486 jobs (+/- 3.26%). This converted to 1,291 net FTE jobs in the sample and 4,420 FTEs (+/- 3.26%) at the population level. 

Table 7.17 - Net Employment Impact Figures – 2005/06
	Additionality Factors

(Intervention option)
	Average additionality on gross employment 
	4%

	
	Average substitution  
	0%

	
	Average leakage  
	7%

	
	Average displacement  
	33%

	
	Average Type II employment multiplier
	1.7

	Employment Benefits
	
	

	Absolute Employment 
	Cumulative Gross Employment 2005/06
	67,771

	
	Net Absolute Employment Impact from Sample 
	1,310

	
	Net Impact - Grossed Up to Population Level  
	4,486*

	Full-Time Equivalents
	Cumulative Gross Employment 2005/06
	64,108

	
	Net FTE Employment Impact from Sample 
	1,291

	
	Net Impact - Grossed Up to Population Level  
	4,420*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/- 3.26% 


7.61 The final set of net employment impact figures are presented in Table 7.18. These represent 2004/05. Average additionality remained consistent with 2005/06 at 4%, whilst the proportion of establishments experiencing a net additional employment benefit as result of SE support dropped to its lowest of three years with 16% (96) of the 591 establishments where impact could be measured. 
7.62 Overall, the net additional benefit found in the sample for 2004/05 was 1,009 net jobs. This was estimated to be 3,461 net jobs (+/- 3.39%) when grossed up to the DRM population level. In FTE terms, there were 994 net jobs in the sample and 3,407 net jobs (+/- 3.39%) when grossed up. On both of these measures, net employment impact was lower in 2004/05 than in the two later years. 
Table 7.18 - Net Employment Impact Figures – 2004/05
	Additionality Factors

(Intervention option)
	Average additionality on gross employment 
	4%

	
	Average substitution  
	0%

	
	Average leakage  
	7%

	
	Average displacement  
	33%

	
	Average Type II employment multiplier
	1.7

	Employment Benefits
	
	

	Absolute Employment 
	Cumulative Gross Employment 2004/05
	67,771

	
	Net Absolute Employment Impact from Sample 
	1,009

	
	Net Impact - Grossed Up to Population Level  
	3,461*

	Full-Time Equivalents
	Cumulative Gross Employment 2004/05
	64,108

	
	Net FTE Employment Impact from Sample 
	994

	
	Net Impact - Grossed Up to Population Level  
	3,407*

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008

* +/- 3.39%


Productivity
7.63 One of the main measures of productivity is GVA per employee. Data gathered for 2006/07 shows that GVA per employee increased by £1,585.55
 as a result of Account and Client Management. Table 7.19 presents the GVA per employee for each new FTE job created. This shows that GVA per employee was £47,628 over the three years under evaluation. This measure peaked at £48,172 in 2004/05, dipped slightly to £47,190 in 2005/06 and rose again to £47,645 in 2006/07. 
Table 7.19 – GVA per FTE employee (2004 Prices)  
	Year 
	2004/05
	2005/06
	2006/07
	Overall

	Net GVA impact 
	£164,122,620
	£208,579,091
	£240,512,220
	£613,213,931

	No. of new FTE jobs created 
	3,407
	4,420
	5,048
	12,875

	GVA per FTE employee 
	£48,172
	£47,190
	£47,645
	£47,628

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008


7.64 Productivity can be considered to be high amongst Account and Client Managed population. For example, the recent evaluation of the Scottish Co-Investment Fund found productivity per head to be £31,200 in supported firms in 2005 whilst the average for all firms in Scotland was £44,600 in 2005
,
.
7.65 Having considered the economic impact of the Account and Client Managed interventions with companies we now turn to look at their value for money.

8 Value for Money

The Key Messages in this Chapter are: 
· The costs of delivering services to Account and Client Managed companies were calculated over a 3 year period, taking account of product delivery costs (including the 3 capital funds), staffing and overheads.

· When measured in 2004 prices costs were volatile, falling from £48 million in 2005/06 to £39 million in 2007/08.

·  Calculation of benefits (again in 2004 prices) showed that, over the 3 years,  net GVA grew by £613 million as a consequence of SE’s Account and Client Managed activities and 13,000 net new Full Time Equivalent jobs were created.

· Unlike the costs, the benefits showed growth over the 3 years, although this was not always uniform. For example, turnover grew by 14% between 2004/05 and 2005/06 and 24% between 2005/06 and 2006/07, whereas employment growth over the same periods was 29% and 14%.

· There is no apparent correlation between costs and benefits. For example, decreases in cost were not matched by a fall in benefits. This might reflect increased efficiencies. There may also be a lag effect. If this is the case then it might be that future benefits will decrease.

· Comparing costs and benefits was not straightforward. Comparisons were done in 2 ways: comparing costs and benefits for the same year and trying to model any lag effect by comparing 2005/06 costs to 2006/07 benefits. 
· The comparisons produced a range of impacts. For example, for every £1 of spend by SE turnover increased by between £10 and £15 and GVA grew by between £4 and £6. The costs of creating a net Full Time Equivalent job ranged from £7,500 to £11,000.
· The value for money of Account and Client Managed interventions was compared with RDA spending and 4 other programmes: Regional Selective Assistance in Scotland, SE’s High Growth Start Up Unit, Advantage West Midlands Clusters Programme, Business Link.

·  Exact comparisons are difficult as different assumptions and methodologies have been used.
· It was possible to use 2 common comparators: the costs of creating a net Full Time Equivalent job through each programme and the GVA impact per £1 of public spend.

· Account and Client Managed interventions performed the best at job creation, at a cost of around £10,000 compared to £12,000 for Business link and £43,000 for Regional Selective Assistance, according to one of the methodological approaches used.
· Account and Client Managed interventions created £5 of additional GVA for every £1 spend by SE. This was exceeded only by Advantage West Midlands.
· Comparison with the impact of English Regional Development Agencies is complicated by differences in method, though the results are arguably of a similar magnitude in broad terms.

· The conclusion is that the Account and Client managed interventions represent good Value for Money in both absolute and relative terms.

Introduction

8.1 In calculating the Value for Money of the Account and Client Management programme, use has been made of two main data sources:

· The costs of providing these services. These costs are largely based on work undertaken by SE, with some subsequent GEN modifications
· The benefits to the wider economy arising from the provision of business growth services to Account and Client Managed companies. These are detailed in the previous Chapter.

8.2 However, the comparison of costs and benefits has not been straight forward as reasonably robust cost data was not available for 2004-05, the first year for which impact data were calculated. Given this it has only been possible to look at value for money for the 2 years 2005-06 and 2006-07.

8.3 It is unfortunate that it has not been possible to calculate cost data for earlier years. Clearly it is unlikely that the impacts of support will all accrue in the same year that spend occurs. For example, the Business Link Impact Study
 claimed that impacts were spread across a number of years with, for example, 7.2% of companies interviewed stating that it would take more than 5 years to fully realise all of the benefits of support, whilst only 48.1% claimed that all of the benefits had already been realised. However, the different periods for which data has been collated means that it has only been partially possible to take account of this ‘lag’ effect. 

8.4  All costs have been deflated to 2004 prices in line with the economic impacts. Against this background, we start this Chapter by looking at the methodology used to calculate the costs of the services delivered to Account and Client Managed companies.   

Services’ Delivery Costs

8.5 The majority of the figures and the methodology used to calculate the costs of delivery are taken from the work done by SE. The note detailing this forms Appendix D of this Report. As such the detail and logic of the approach is not outlined in full here. We have, however, made a limited number of changes to the figures and the method, in particular:

· The data on the costs of product delivery in 2005-06 were poor. Accordingly SE calculated the costs for this year by working out the percentage of total business support spend in 2006-07 and 2007-08 that was accounted for by Account and Client Managed companies (80.4%) and then applying this percentage to total spend in 2005-06.  This gave a 2005-06 spend of £30.972 million. The approach that we have taken is slightly different in that we have used a linear trend. We feel that this is more realistic in that it models the growing importance of targeted support to companies. Using this method the 2005-06 spend percentage is reduced from the 80.4% average used by SE to 75.6%, giving a total spend of £29.112 million rather than £30.972 million.

· Building overhead costs (covering such items as rent, rates, heating and lighting) were calculated to be £8,198 on a per capita basis in 2006-07, rather than the figure originally given by SE.  Assuming 92 account and client managers this gave a total cost for Account and Client Managed services of £0.754 million. Between 2004-05 and 2006-07 efficiency savings resulted in building overhead costs decreasing by around 1.5% a year. Accordingly we have assumed that this decrease has been constant over the intervening and subsequent year for which costs have been calculated (2005-06 and 2007-08). This gives per capita figures of £8,325 for 2005-06 and £8,073 for 2007-08. The grossed up figures become £0.766 million (2005-06) and £0.743 million for 2007-08. 

8.6 With these two changes the other figures provided by SE have been accepted. Table 8.1 summarises the figures for the 3 years. The main thing to emerge is the volatile nature of costs over the period, with total spend in 2006-07 being less than in the other two years. One of the main, but not the sole, reason for this is the drop in money allocated through the Business Growth Fund.  

Table 8.1 –Costs of Delivering Account and Client Managed Services 2005-06 to 2007-08

	Item 
	Year (£M)
	Total

	
	2005-06
	2006-07
	2007-08
	

	Delivered Products
	£29.112
	£26.900
	£28.700
	£84.712

	Staff costs
	£4.278
	£4.278
	£4.278
	£12.834

	Building overheads
	£0.766
	£0.754
	£0.743
	£2.263

	Administrative overheads
	£1.195
	£1.152
	£1.149
	£3.496

	Business Growth Fund
	£7.307
	£0.920
	£3.680
	£11.907

	Venture Fund
	£0.050
	£1.213
	£1.086
	£2.349

	Scottish Co-Investment Fund
	£7.423
	£6.605
	£7.238
	£21.266

	Total in basic prices
	£50.131
	£41.822
	£46.874
	£138.827

	Source: Growing Business Evaluation – Assessment of Cost Inputs (Appendix C)


8.7 This trend, although less pronounced, is still apparent when the costs are discounted and deflated to a 2004 base (Table 8.2), following the application of social time preference and Gross Domestic Product deflators. What is clear is that, despite the ‘dip’ in spend in 2006-07 the general trend is to spend less on support to Account and Client Managed companies. It is accepted that this is only over a 3 year period so that it might be unwise to read too much into this. However, the fall in spend, 18.7% between 2005-06 and 2007-08, seems large. Some of this might be accounted for by efficiency savings (for example buildings overhead costs, see Paragraph 8.5). It might also be that some of the costs for the earlier years were the costs of product development. As the focus moved to delivery then there might have been a cost reduction. However, without more detailed data it is not possible to know what the balance is between more efficient and effective spend and a smaller allocation of resources to this service.

Table 8.2 – Summary of the Costs of Delivering Account and Client Managed Services 2005-06 to 2007-08 (2004 Prices)

	Item 
	Year
	Total

	
	2005-06
	2006-07
	2007-08
	

	Total Costs in Basic Price (£m)
	£50.131
	£41.822
	£46.874
	£138.827

	Social time preference rate
	1.75%
	5.3%
	9.0%
	-

	Prices (£m)
	£49.254
	£39.605
	£42.655
	£131.514

	GDP Deflator
	2.05%
	4.80%
	8.00%
	-

	Total (£m 2004 Prices)
	£48.244
	£37.704
	£39.243
	£125.191

	Source: Growing Business Evaluation – Assessment of Cost Inputs (Appendix C)


Note: 
1.
GDP Deflators are Treasury figures dated 30th September 2008. The 2005-06 figure is 2.05%, that for 2006-07 2.69% and that for 2007-08 3.06%.
The Benefits of Account and Client Managed Support

8.8 Chapter 7 gives detailed impact figures. Table 8.3 summarises these. It should be noted:
· The figures are given in 2004 prices so are comparable to the data given in Table 8.2

· The sample figures have been grossed up to represent the population of Account and Client Managed companies.
Table 8.3 – The Net Benefits Of Account and Client Managed Support (2004 prices)

	Item
	Year  
	Total/Average

	
	2004-05
	2005-06
	2006-07
	

	Net Turnover (£m)
	£410.916
	£467.436
	£578.656
	£1,457.008

	Net impact on Innovation Spend (£m)1
	N/A
	N/A
	£109.796
	N/A

	Net Employment impact (FTE)
	3,407
	4,420
	5,048
	12,875

	Net Gross Value Added (£m)
	£164.123
	£208.579
	£240.512
	£613.213

	Net Gross Value Added per FTE (£)

(Net GVA/Net employment impact)
	£48,172
	£47,190
	£47,645
	£47,628 (average)

	Source: Economic Impact Evaluation of Interventions with Account and Client Managed Companies


Note: 
1.
Questions on Innovation Spend were only asked in relation to 2006-07

8.9 What can be seen from Table 8.3 is that:

· Turnover has increased steadily: 14% between 2004-05 and 2005-06 and 24% between 2005-06 and 2006-2007
· Employment impact has similarly increased, albeit that the greatest change is in the earlier year: 29% between 2004-05 and 2005-06 as opposed to 14% growth between 2005-2006 and 2006-2007 

· GVA follows a similar growth trajectory to employment: 27% and 15%

· Net GVA per employee is, in comparison, flat: a 2.04% decline between 2004-05 and 2005-06 followed by an increase of 1% to 2006-07.

8.10 What can be seen is that over the 3 year period turnover (sales) increased by 41% whilst employment increased by 48%. What this might be reflecting is the trend, commented upon in other research, whereby support to companies:

‘Encourages the firm to explore new opportunities which require new employees, but which take some time to have a sales or productivity benefit’.

8.11 This would also explain the relatively static figures for GVA per employee. However, this has to remain a tentative explanation in the absence of corroborative data. It also needs to be remembered that Account and Client Managed support, or some variant, has existed for many years, certainly predating 2004-05, whilst some of the companies in the sample have worked with SE for many years. Given this, one would expect that those companies that had recently received support from SE, the benefits of which had not yet been realised, would be compensated for (to some extent), in the impact figures, by companies that were supported a number of years ago and that have now begun to show an impact. Accordingly the above explanation may not be valid. However, without further research this must remain speculation.  

8.12 What is also interesting about the impact figures is that there seems to be no correlation with the costs of service delivery. As was commented upon earlier, these show a marked dip in the mid-year and a general decrease over time (Paragraphs 8.6 and 8.7). This is not reflected in the impact data. There may be a number of overlapping reasons for this:

· Increased efficiencies in service delivery so that impacts increase as delivery costs fall
· A move from product development to delivery, resulting in overall costs falling as effectiveness increases (see Paragraph 8.7) and/ or
· The fact that, as commented upon earlier (Paragraph 8.3) there is a lag between spend and the emergence of impacts. This might mean that impacts will fall in future years as the decreases in spend work through the system, albeit that this must remain speculation given the lack of any support evidence.

Comparing Costs and Benefits

8.13 The point was made earlier (Paragraph 8.2) that the cost and impact data have been collated for different years, with cost data being collected for the 3 years from 2005-06 whilst the impact information is for the 3 years from 2004-05. Given this, the 2004-05 impact and the 2007-08 cost data are of limited use for comparative purposes as we have no costs for 2004-05 and no impact information for 2007-08. Accordingly we have compared costs and benefits for 2005-06 and 2006-07, the 2 years for which we have both cost and impact data. This is shown in Table 8.4. 
8.14 Table 8.5 takes the data in Table 8.4 and calculates:

· The change in turnover per £1 spent by SE
· The GVA impact per £1 of spend
· Change in innovation spend per £1 SE spend
· The cost of creating a net additional full time equivalent job.

8.15 This has been done in 2 ways:

· Year-on-year, relating one year’s spend to that year’s impact

· Relating spend in 2005-06 to impacts in 2006-07: the assumption being that impacts appear in the year following the spend. 

 Table 8.4 – Comparing Costs and Benefits 
	Item
	Year
	Total Benefits/Costs

(2005-2007)

	
	2005-06
	2006-07
	

	Net Turnover (£m)
	£467.436
	£578.656
	£1,046.092

	Net impact on Innovation Spend (£m)
	N/A
	£109.796
	N/A

	Net Employment impact (FTE)
	4,420
	5,048
	9,468

	Net Gross Value Added (£m)
	£208.579
	£240.512
	£449.091

	Net Gross Value Added per FTE (£)

(Net GVA/Net employment impact)
	£47,190
	£47,645
	£47,480 (average)

	Delivery Costs (£m)
	£48.244
	£37.704
	£85.948

	Source: Economic Impact Evaluation of Interventions with Account and Client Managed Companies


8.16 What can be seen from Table 8.5 is that:

· Comparison of the 2 year-on-year impacts shows that impacts have increased over time. For example:

· Turnover per £1 of SE spend increased by 58% between 2005-06 and 2006-07

· GVA per £1 spend increased by 48%

· The costs of creating a full time equivalent job fell by 31.6%.

· The lagged figures fall mid-way between the 2 year-on-year data sets, which is perhaps inevitable given the way they have been calculated.

Table 8.5 – Relative Impacts of SE Expenditure on Account and Client Managed Companies

	Impact
	2005-06 spend and impacts
	2005-06 spend and 2006-07 impacts
	2006-07 spend and impacts

	Change in turnover per £1 SE spend
	£9.69
	£12.00
	£15.35

	Change in GVA per £1 SE spend
	£4.32
	£4.99
	£6.38

	Change in innovation spend per £1 SE spend
	N/A
	£2.28
	£2.91

	SE costs of creating one net full time equivalent job
	£10,915
	£9,557
	£7,469

	Source: Economic Impact Evaluation of Interventions with Account and Client Managed Companies


Does Account and Client Managed Support Represent Value for Money?

8.17 In isolation it is difficult to know if the figures in Table 8.5 represent value for money as this is a relative, not an absolute concept. The only way that this can be done is by comparing the results to those derived from studies that have evaluated similar programmes. However, there are two problems with this:

· It is often hard to identify programmes that are even broadly similar

· Even when programmes have been identified, the methodologies to calculate impact and value for money are often different and can be difficult to understand from the published information.

8.18 This means that any comparisons have to be treated as tentative rather than definitive. Accepting these caveats 4 evaluations were identified to which Account and Client Management was compared:
· Regional Selective Assistance in Scotland

· SE’s High Growth Start-Up Unit

· Advantage West Midlands’ Cluster Programme
  
· Business Link

· English Regional Development Agencies

8.19 Each of the evaluations have been examined, data extracted and then recalculated in order to enable comparisons to be made (apart from the RDA evaluation). Given this the comparisons need to be treated as indicative and readers should refer to the full evaluations if further details are needed.
8.20 The Business Link evaluation, referenced earlier in this Chapter, is probably the most extensive business support evaluation undertaken in recent years. It defines value for money as being:

‘Value added generated net the cost of operating the Business Link network’

8.21 Using this definition it was calculated that for every £1 spent by the public sector through Business Link would:-

‘Generate £2.26 of value. In our opinion this represents good value for money’
,

8.22 This figure can be used as a benchmark for assessing value for money for the various comparator programmes as is shown in Table 8.6.

Table 8.6 –Comparison of Evaluation Impact Results

	Evaluation
	Cost of Creating a Net Job
	GVA impact per £1 of Public Expenditure

	
	
	Index

(Account and Client Managed 100)
	
	Index

(Account and Client Managed 100)

	Regional Selective Assistance in Scotland 2000-2004: Approach 11
	£43,002
	450
	£1.87
	37

	Regional Selective Assistance in Scotland 2000-2004: Approach 22
	£16,625
	174
	£0.21
	4

	SE High Growth Start-Up Unit3
	£25,151
	263
	£1.93
	39

	Business Link
	£11,578
	121
	£2.26
	45

	AWM Clusters Programme
	£14,337
	150
	£5.27
	106

	RDA Impact Assessment: Sector/ Cluster Support4
	£12,135
	127
	£3.2-£7.75
	64-1565

	RDA Impact Assessment: Individual Enterprise Support4
	£8,301
	87
	£4.9-£12.05
	98-2425

	Account and Client Managed6 Companies
	£9,557
	100
	£4.99
	100

	Source: Various


Notes:

1.
Approach 1 used the average level of employment in the assisted firms in 2006 (the end of the evaluation period). The figures used here are derived from those contained in Chapter 4, Paragraphs 4.10 to 4.29, Hart et al, op. cit.
2.
Approach 2 used the average employment change plus the average number of safeguarded jobs over the 2004-06 impact period. The figures used here are derived from those contained in Chapter 4, Paragraphs 4.10 to 4.29, Hart et al, Ibid. c
3.
The High Growth impact figures are the impacts to date. Future impacts are anticipated to be significantly higher. As such this comparison may underestimate the High Growth Unit’s impact.
4.
Individual enterprise level support includes providing access to finance for SMEs, promoting enterprise and assisting company start-ups. Sector/cluster support is for groups of firms in specific industry sectors or clusters to enable them to increase their productivity and competitiveness. Given that SE targets potential high-growth firms rather than “volume” businesses, sector/cluster support may be a more relevant comparison.
5.
GVA here is constructed using multiplying up employment impacts rather than assessing GVA directly. The first figure relates to an annual figure, the second takes into account the potential persistence of impacts.
6.
The figures used here are the ‘lagged’ set: 2005-06 spend related to 2006-07 impacts. This is a reasonable mid-point for the estimates for the 2 years and 2 methodologies.
8.23 Table 8.6 first looks at the cost of creating a net additional new job.  What can be seen is that Account and Client Managed interventions seem to be able to create a net new job more efficiently than the other programmes (other than RDA Individual enterprise support which may be more comparable with the Business Gateway). Indeed, the cost of job creation through Approach 1 for Regional Selective Assistance is four times greater. 
8.24 Comparisons with the GVA impacts of the RDAs should be made only tentatively: these were constructed from employment estimates whereas this evaluation assessed GVA directly, asking specifically about the components of added value. Furthermore, the RDA evaluation produced an annual estimate and an estimate including potential persistence effects in subsequent years. However, there is likely to be some persistence effect in the results of this evaluation given that a large proportion of firms have had a relatively long relationship with SE and that asking about the contribution of SE assistance to current turnover and employment is likely to capture the benefits of multiple years’ support. If so, and since the RDA Sector/cluster support can be argued to be a more relevant comparator than RDA Individual enterprise support (see note 4 of table 8.6 above), then the Account and Client Managed GVA impact is arguably within the range found in the RDA evaluation, with a slightly lower cost per job. 
8.25 For the other programmes with the exception of the Advantage West Midlands’ Cluster Programme, the GVA  impact per £1 of public spend attained by the Account and Client Managed interventions exceed those found in the other evaluations by factors ranging from 2 to 24 (Table 8.6). On the basis of the Business link definition of ‘value for money’ (Paragraph 8.20) this would seem to indicate that Account and Client Managed support represents very good value for money.
8.26 One can speculate as to why this evaluation should produce more positive results than those found in evaluations of these other interventions. There may be 4 main reasons:

· Differences in method. For example, the SE evaluation may compare the benefit associated with multiple years’ assistance with the costs of one year’s programme spend. (On the other hand it may also capture benefits which persist over time.)

· SE is working with companies that are growing, indeed having reasonably substantial growth forecasts is a prerequisite for being Account or Client Managed. Some of the other programmes (for example Business Link) are working with small, relatively young companies whose short term growth ability may be less substantial

· The costs included in this evaluation are those incurred by SE alone, not other public bodies. Had they been included then the impacts would have been less. These costs were included in the Business Link study for example
· The Business Link evaluation relates to support provided in 2003, with the impacts being assessed to May/June 2005. Likewise the Regional Selective Assistance evaluation related to the period 2000 to 2004. These different time periods, when macro economic circumstances were different, may mean that the Account and Client interventions perform better.

8.27 It may be that the Account and Client Management programme has more in common with Advantage West Midlands’ Clusters Programme than the other 3 comparators.  This £80m five-year programme was introduced to provide support to the companies within the West Midlands established and growing clusters. The companies supported by both programmes are, in the main, established rather than early stage. Comparison with Account and Client Managed performance shows that GVA generated per £1 of public expenditure is similar, with the Clusters programme performing marginally better, generating £5.27 per £1 in comparison to £4.99 per £1 from Account and Client Management. However, Account and Client Management performs better on the cost of creating a net job at £9,557 in comparison to £14,337 for the AWM Clusters Programme.  

8.28 Again, although the usual caveats apply about comparing evaluations, it would seem that Account and Client Management support represents good value for money as defined by in the  Business Link evaluation (Paragraph 8.19). Although comparisons on the other impact criteria (turnover and innovation spend) were not possible there is nothing to show that performance would not have been as good. 
Conclusions

8.29 Value for Money calculations are fraught with methodological complexity and can rarely be definitive. This Chapter has identified the costs and the benefits arising from the Account and Client Managed services. Comparison of these with the results obtained in other programme evaluations indicates that this programme compares well, as such we would suggest that it represents good value for money.

8.30 The fact that the results from the most in-depth (Business Link) and comprehensive (RDAs) evaluations, in particular added value per £1 of public spend and the costs of job creation, are roughly within the same order of magnitude can also be taken as some confirmation as to the validity of the approach taken in this evaluation. 

8.31 The point was made earlier that impacts do not necessarily appear in the same year as the intervention (Paragraph 8.3). Accordingly it could be argued that this evaluation underestimates the impact of the Account and Client Managed services.  Our view is that this is unlikely to be the case, given the fact that a business support programme has existed for many years. As such impacts that have yet to be realised, because of a time lag, will be compensated for by the impacts from companies that received support several years ago. 

8.32 There may, however, be companies that have received support that has generated impacts, that are no longer classed as Account and Client Managed. Such companies would have not have been included in the sample. Whilst there is churn in the Account and Client Managed population we have no way of knowing what impacts might have accrued to those companies. As such it is impossible to know if their inclusion would have increased or decreased impacts. Given these various factors, our view is that the conclusion that Account and Client Managed support represents good value for money is sound.

9 Exploring and Explaining GVA Impacts – The Analytical Approach

The Key Messages in this Chapter are: 
· The distribution of GVA impacts from the survey varied: 3 companies reported negative impacts, 364 no impacts as a result of SE’s interventions and 191 positive impacts.

· The distribution of those reporting positive GVA impacts was negatively skewed. For example, 33% of companies reported impacts of less than £50,000, whilst 10% reported impacts in excess of £1 million.

· To ensure that any analysis was not distorted by extreme values, companies reporting high GVA impacts (in excess of £200,000) were generally removed from the analysis. 

· A variety of data transformations were used to see if this would increase the ability to explain GVA impacts in terms of the independent variables. These added little to the explanatory ability. As such the analysis used tests that assumed relationships were linear.

·  To explain the GVA impacts a variety of statistical tests were used. This number was, in part, a reflection of the difficulties encountered in trying to identify causal relationships.

·  Initially a Factor Analysis was undertaken to try to see how those companies reporting zero GVA impacts differed from those reporting positive impacts on certain characteristics.
· Subsequent analysis made use of multiple and simple regression in an attempt to explain GVA in terms of such independent variables as establishment size and public sector spend.

· Use was also made of T  and Chi Squared tests to see if there were any statistical significant  differences between  the sub-sets of companies on different variables. 

 Introduction

9.1 Chapter 7 gave an overview of the economic impacts. The purpose of this Chapter is to begin to explore the survey data in order to explain why specific impacts have arisen and to draw out the implications for future support to Account and Client Managed companies. The starting point is to look in more detail at the headline GVA impact figures (using data for 2006/07) and to then outline the analytical techniques that have been used to try to explain these. Subsequent Chapters use these techniques to try to explore and explain these impacts in more detail. 

GVA Analysis

9.2 The total net GVA impact ascribed to SE by the establishments in the survey in 2006/07 was £75.5 million in 2006/07 prices
. However, the distribution of this across the sample was highly skewed as Table 9.1 shows.
Table 9.1 – GVA Bands in 2006/07 

	GVA Impacts ascribed to Scottish Enterprise
	Number of Establishments
	Percentage of Establishments

	
	
	Those for which GVA could be calculated
	Total Sample

	-£1 to -£100,000
	3
	0.5
	0.4

	£0
	3641
	65.2
	49.2

	£1 to £50,000
	62
	11.1
	8.4

	£50,001 to £100,000
	36
	6.5
	4.9

	£100,001 to £200,000
	33
	5.9
	4.5

	£200,001 to £400,000
	29
	5.2
	3.9

	£400,001 to £600,000
	5
	0.9
	0.7

	£600,001 to £800,000
	4
	0.7
	0.5

	£800,001 to £1,000,000
	4
	0.7
	0.5

	£1,000,001 to £2,000,000
	8
	1.4
	1.1

	£2,000,001 to £4,000,000
	7
	1.3
	0.9

	£4,000,001 to £6,000,000
	1
	0.2
	0.1

	£6,000,001 to £8,000,000
	2
	0.4
	0.3

	Sub-Total 
	558
	100
	75.4

	Unable to calculate GVA
	1822
	N/A
	24.6

	TOTAL
	740
	N/A
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008  


Note:

1.
These 364 establishments are ones for which the GVA impact ascribed to SE’s intervention was calculated to be zero.

2.
It was impossible to calculate GVA impacts for 182 establishments as the survey data needed to undertake the calculation was incomplete.

9.3 What can be seen from the Table is that:

· The GVA calculation is based on 558 (75%) of the 740 surveyed establishments. The 182 balance were unable or unwilling to provide the data necessary to undertake the calculations

· The 558 for which it was possible to calculate GVA fall into 3 groups:

· 3 (0.5%) that claimed that the involvement of SE had resulted in a negative GVA impact

· 364 (65%) that attributed no impact to SE’s involvement. Given that 63.9% of survey respondents had claimed that turnover would have been ‘About the Same’ without SE’s involvement (Paragraph 5.14) then this high level of deadweight is to be expected. It is also, to some extent, confirmation of the consistency of the responses given by interviewees to different questions in the survey

· The remaining 191 (34%) reported positive GVA impacts.

9.4 Of the 3 establishments reporting negative impacts the total was  minus £113,368, ranging from minus £4,103 to  minus £60,515. The 191 positive impacts totalled £75,653,522, ranging from a low of £280 to a high of £7,393,750. Figure 9.1 plots the highly skewed distribution, where it can be seen that the vast majority of establishments reported impacts of less than £400,000.
Figure 9.1 – Distributions of Establishments Reporting Positive GVA Impacts in 2006/07 
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Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 191 

9.5 When initial exploratory analysis was undertaken, using profile data from all 558 establishments, and attempts were made to relate this to GVA, it became apparent that there were:

· No statistically significant relationships

· Correlation coefficients generally around zero, indicating that there were no, or very weak, relationships between the various interval data sets.

9.6 The reason for this was felt to be the large number of surveyed establishments (364) attributing no GVA impact to SE. Their inclusion in the analysis meant that any significant statistical relationships were likely to be diluted, resulting in coefficients of around zero. Accordingly, the analysis in the later Chapters concentrates upon trying to do two things, to:

· See if the establishments reporting zero GVA impacts differ in some way from those reporting positive impacts

· Try to explain these impacts in terms of a number of explanatory variables.

The Analysis

9.7 In undertaking the analysis use was made of a number of statistical techniques:

· Initially we undertook separate factor analyses of the zero and positive impact establishments. The aim of this was to see if the 2 sets of establishments differed on some underlying theoretical dimensions. Appendix E gives further details of this technique

· Use has also been made of multiple and bi-variate regression. In multiple regression attempts are made to see if the variance (spread of values) of a dependent variable (usually GVA in this analysis) can be explained in terms of some linear combination of independent variables. The independent variables were such factors as establishment size, public sector financial support and the number of years that SE had worked with the establishment. Use was also made of bi-variate regression where attempts are made to explain the variance in the dependent variable in terms of a single independent

· t tests compare the difference between 2 sample means and then test to see if the difference is statistically significant. In this analysis the tests were used to compare the zero and positive GVA establishments and see if they differed statistically on such variables as size and industrial sector

· Use has also been made of Chi Square tests. Chi Square determines if there is a systematic relationship between 2 variables. This is done by comparing the observed distribution of values to the distribution that would be expected were there no relationship.  The resultant value (Chi Square) is then compared to the critical value in a Chi Square table for a specific level of significance. The larger the value then the greater the difference between the observed and the expected distributions. If the calculated value exceeds the value in the table then it is assumed that there is a relationship between the two variables.  To see what the exact nature of this relationship is (for example if it is positive or negative) it is, however, necessary to examine the raw data used to calculate the statistic as Chi Square unlike, for example a correlation coefficient, gives no indication of the direction of a relationship. This needs to be borne in mind when looking at the Chi Square tests.

9.8 The number of tests used is, to some extent, a reflection of the fact that, as will be seen, it proved difficult both to identify any strong causal relationships that seemed to ‘explain’ GVA and to see what distinguished those establishments reporting zero GVA from those reporting positive figures. As such, the analysis involved a large amount of trial and error: trying to explain relationships on the basis of a number of hypotheses and, if these proved to be of limited value, to then formulate and test further hypotheses.

9.9 The variety of tests also reflects the different levels of measurement for the various variables. These included interval, ordinal and nominal, with some tests being more suited to certain levels.

9.10 It is also the case that many of the tests (especially regression) assumed that the relationships between variables were linear. To ensure that they were valid two things were done:

· The cases exhibiting high GVA values were generally excluded from the analysis
. In practice ‘high’ was generally defined as being above £200,000. As Paragraph 12.2 explains, this reduced the number of cases in the analysis from 191 to 131. However, when distributions were then plotted excluding these high values they were generally far less skewed thereby providing justification for using analyses based on assumptions of normality and linearity

· A number of attempts were made to improve the predictive ability of regression models by transforming the data, using various curvilinear relationships. These proved to be of little value, thereby providing some justification for using tests based on assumptions of linearity.

9.11 Having given an outline of GVA, and the analytical techniques used, we now turn, in Chapter 10, to consider what distinguishes those establishments reporting zero GVA impact from those  claiming that SE interventions had a positive effect.    

10 What Distinguished the Zero and Positive GVA Impact Establishments? 
The Key Messages in this Chapter are: 
·  Using Factor Analysis it was apparent that the zero and positive impact GVA companies were characterised more by similarities than differences on the survey variables.

· When the growth profile of the 2 groups of companies was examined, over the period 2004/05 to 2006/07, it was found that employment growth was almost identical. However, the zero GVA companies showed turnover growth some 3 times greater than the positive GVA sub-group and profit growth 50% higher.

· It is clear that SE provides support through its Account and Client managed services to a substantial proportion of companies that report no impact. Deadweight is therefore high.

· The differences between the 2 groups of companies were explored in terms of a range of other survey variables. They differed on 4 variables: employment, turnover, company age and staff qualifications. There were no differences on such variables as public sector financial support, the length of time SE had worked with the companies, geographical location and industrial sector.
· Analysis of the raw data found that the zero impact companies were larger (in terms of employment and turnover), older and employed less well qualified staff.

· Given that the positive GVA companies are smaller it might be that they have greater growth potential.

· As mechanisms for identifying companies to be targeted, so that there can be greater economic impact, the analysis was far from definitive. 
Introduction

10.1 A variety of interval data was collected on the characteristics of the surveyed establishments. To see if the zero and positive impact establishments differed in some way the data was input into a factor analysis. The aim was to see if there were some underlying theoretical dimensions on which the two sets of establishments differed. Appendix E shows the rotated factor matrices and the variable loadings (essentially the correlation coefficients) on each of the extracted factors whilst Table 10.1 summarises the differences between the two groups. What can be seen from the Table is that:

· For each of the establishment sub-sets the four extracted factors account for around 70% of the variance in the data

· For both data sets factors 3 and 4 are identical (described as public funding and age)

· The first two factors differ and it is difficult to give a descriptive name to the first factor for zero and the second for positive impact establishments. However, despite this, there is a degree of overlap between the variables that load highly onto each factor.

Table 10.1 – The Zero and Positive Impact GVA Establishments Compared

	Factor
	Zero Impact GVA
	Positive Impact GVA

	1
	Non-SE Support (0.932 other public input, 0.735 employees)
	Scale (0.845 employees, 0.605 turnover)

	2
	Dynamism (0.874 Innovation spend, 0.819 turnover)
	Innovation impact (0.902 Direct SE financial input, 0.824 innovation spend)

	3
	Public Funding (0.941 SE financial input, 0.794 total public input)
	Public Funding (0.984 other public input, 0.895 total public input)

	4
	Age (0.618 company age, 0.577 length of relationship with SE)
	Age (0.784 company age, 0.686 length of relationship with SE

	Percentage of variance explained by 4 factors
	70%
	67%

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=555


Notes:-

1.
The names given to each factor are an attempt to describe verbally what the factor seems to represent.

2.
The figures in brackets are the loadings of the variables on the factor, essentially the correlations between the variables and the factor.

10.2 What conclusions can one come to about the differences between the two groups of establishments? We would argue that, on the basis of this analysis, it is difficult to see that there are any major differences, in terms of establishment characteristics, between them. Indeed what seems to characterise them is not differences but similarities. Clearly this is not very useful in terms of developing policy. Accordingly we will now try to explore these differences in greater depth, starting by looking at the growth profiles of the two establishment sub-sets, that is moving from looking at what was essentially a snapshot to looking at a more dynamic picture.  

Differences in Growth Profile

10.3 What both groups have in common is that the distributions of changes in turnover, employment and profit between 2004/05 and 2006/07 are positively skewed, that is a number of establishments in each group have reported high change figures. However, as Table 10.2 shows the extent of skewness is not, with one exception, very marked. The exception is turnover change for the zero GVA impact establishments where the maximum reported change is £60 million, 26 times greater than the arithmetic mean.

Table 10.2 – Comparison of the Zero and Positive Impact GVA Establishments on Change Data 2004/05 – 2006/07

	
	Turnover Change
	Employment Change
	Profit Change

	
	Zero GVA
	Positive GVA
	Zero GVA
	Positive GVA
	Zero GVA
	Positive GVA

	Number of establishments
	294
	162
	313
	168
	232
	142

	 Mean
	£2.284 (m)
	£0.770 (m)
	7.4
	7.5
	£0.333 (m)
	£0.219 (m)

	Median
	£0.558 (m)
	£0.353 (m)
	2
	4
	£0.049 (m)
	£0.045 (m)

	Standard Deviation
	£7.263 (m)
	£6.209 (m)
	54.8
	17.2
	£3.420 (m)
	£1.040 (m)

	Measure of skewness1
	0.71
	0.20
	0.30
	0.61
	0.23
	0.50

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=555


Note:

1.
Skewness is calculated from the formula:  3  x (sample mean - sample median )






                 Standard deviation

A perfectly symmetrical distribution will have a value of 0. Values greater than 1 indicate markedly positively skewed distributions, values of -1 markedly negatively skewed.

10.4 If we consider each of the changes in turn:

· The average turnover growth in zero GVA establishments was almost 3 times that of those reporting positive GVAs. In part this reflects, as the Measure of Skewness shows, some zero impact establishments reporting large increases (a maximum of £60 million compared to a maximum of £15 million for the largest increase in those reporting positive GVA). However, even if the outliers are removed (the establishments reporting high turnover increases) growth is still over twice as great for those reporting zero impacts
· Average employment growth is almost identical for the two groups of establishments. However, the positive GVA establishments show a more positively skewed distribution. This might be a reflection of lead and lag effects, with establishments that are on a growth trajectory initially increasing staff numbers without there being any short term turnover change

· Change in profit is around 50% higher in the zero GVA establishments and again the positive establishments exhibit greater positive skew.

10.5 What these figures seem to show is that the establishments that do not attribute any positive GVA growth to SE interventions exhibit greater turnover and profit growth than those which feel that SE has a GVA impact. The zero impact group also seems to show greater variation, with the maximum and minimum values on the three criteria being generally more extreme
.

10.6  It could be argued that this is not a very positive outcome for SE in that the establishments that it is having an influence upon are the ones that seem to be growing more slowly. An alternative view might be that SE is having an impact upon establishments that, but for its intervention, would demonstrate little or no growth. However, as always with the counterfactual, this is impossible to prove. Yet what does seem to be shown is that SE is providing support to a substantial proportion of establishments through its Account and Client Management services that are having no ascribed impacts. This means that deadweight is substantial.

Other Differences Between the Two Groups of Establishments 
10.7 Do the two groups of establishments differ in any other ways? To see if there are differences a series of t tests were undertaken to see if the groups differed statistically in terms of:

· Size (employment and turnover)

· Public support (SE, other public support and total public support)

· The length of the relationship with SE

· Company age

· Staff qualifications

· Exports

· Change between 2004/05 -2006/07 in employment, profit and turnover

· Geography (LEC area)

· Industrial sector (SIC, Key Sector and Key Sector status).

10.8 What the t test does is compare the two groups of establishments on each of the variables and calculates whether there is a statistical significant difference between them.

10.9 Of the variables in Paragraph 10.7 the t test showed that there were differences between the 2 groups of establishments for the following variables:

· Employment

· Turnover

· Company age

· Staff qualifications.

10.10 For the other 12 variables there was no statistically significant difference between the two groups. What therefore seems to be emerging is that GVA growth is more a reflection of certain characteristics, in particular size, age and qualifications, rather than public support, the length of time that SE has worked with a company, geography or sector. 

10.11 Table 10.3 looks at the median values for each of these 4 variables where there seems to be a statistical difference between the 2 groups. What can be seen is that:

· Those reporting zero impacts are larger (employment and turnover) by a factor of around two

· The zero impact establishments are older

· They have staff who are less qualified.
Table 10.3 – Comparison of Median Values for Zero and Positive GVA Establishments


	Variable
	Zero GVA Median
	Positive GVA Median

	2006 Employment
	35
	18

	2006 Turnover
	£3.217 million
	£1.400 million

	Company age (years)
	14
	10

	Staff Qualifications (percentage of full-time equivalent staff who have degree level qualifications)
	18.8
	30.4

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=555


Conclusions

10.12 This Chapter has attempted to see if those establishments attributing zero GVA impact to SE’s interventions differ in terms of profile characteristics from the ones that attributed positive impacts to SE.  What has been shown is that:

· At a general level, using the whole data set, it seems that the two sub-sets of establishments are characterised more by similarities than differences

· When the individual variables are analysed then on many potential diagnostic variables there seems to be no difference between those establishments reporting zero and positive GVA impacts

· In terms of profile characteristics, the establishments reporting positive GVA attributable to SE are smaller, younger and have better qualified staff than those reporting zero impact

· However, the zero impact establishments seem to have grown more in terms of turnover and profit between 2004/05 and 2006/07 than have those reporting positive GVA impacts.

10.13 It is not immediately obvious what the policy implications of this analysis are for SE. Whilst it seems that the establishments that it impacts upon are growing less rapidly than the group where impact is limited, this positive impact group seems to be smaller and newer and may therefore have greater growth potential, something that is reinforced when staff qualifications are considered.  However, it seems difficult to target this group, if only as it does not seem to differ from the zero impact on some of the key diagnostic variables, such as sector, geography and public support. All that can be said is that, all things being equal, there may be more merit in targeting smaller, younger companies that have well qualified staff. However, it is accepted that as targeting criteria these are very broad and seem unlikely to be easily translated into policy.

10.14 Having seen that the two groups of establishments seem to be broadly similar on many variables we now turn, in the next Chapter, to begin to explore GVA impacts in greater detail, starting by looking at their geographical and sectoral distributions.

11 The Spatial and Sectoral Distributions of GVA Impacts
The Key Messages in this Chapter are: 
· GVA impacts were not uniformly distributed across the Local Enterprise Company (LEC) areas.

· Three LECs had average GVA impacts some 50% higher than the sample average (Glasgow, Lanarkshire and Edinburgh and the Lothians). Two had impacts that were around a quarter of the average (Dumfries and Galloway and Dunbartonshire).

· There were also variations in the proportions of companies in areas reporting positive GVA impacts. For example, 47% of surveyed establishments in Forth Valley reported positive impacts whilst only 13% did in Dumfries and Galloway. Those reporting zero impacts mirrored this distribution. Thus 87% of surveyed establishments in Dumfries and Galloway reported zero impacts: 53% in Forth Valley.

· These variations seemed to reflect 2 factors: establishment size and industrial sector. This seems to imply that LECs where there were low GVA impacts, and higher than average percentages of establishments reporting zero impacts, were working with smaller companies where absolute impacts were small, that were operating in sectors where it was more difficult to make an impact.
· GVA impacts by sector varied. The greatest average impacts were seen in Transport and Public Administration, Education and Health, whereas the lowest were in Banking and Finance and Distribution, Hotels and Catering.

· There were also sectoral variations in terms of the percentages of establishments reporting positive and zero GVA impacts. For example, over half of those in Energy and Water reported positive GVA impacts compared to only 15% in Public Administration, Education and Health.

· These impacts may also be influenced by other factors, such as the quality of Account and Client managers. However, no data was collected to enable these, and other factors, to be measured. 
Introduction

11.1  The purpose of this Chapter is to explore in more detail the reported GVA impacts by looking at where these occur (in terms of LEC area) and the types of establishments (as defined by industrial sector) that they occur in. As Chapter 9 illustrated  (Paragraph 9.3) the impacts fall into 3 main categories:-

· The 3 establishments that reported negative GVA impacts 

· The 364 that reported zero impact 

· The 191 establishments that reported positive GVA impacts.

In total therefore 558 establishments reported some GVA impact. This Chapter looks at the distribution of these impacts for the 191 reporting positive impacts and for the 558 reporting impact of some sort.  We start by looking at the geography of the positive impacts.

The Geography of GVA Impacts

11.2 Table 11.1 looks at the distribution of positive GVA impacts attributed to SE across the 12 LEC areas
. This ranges from Edinburgh and the Lothians which accounts for 29% of reported impacts to Dumfries and Galloway (0.4%). However, these absolute figures are clearly influenced by the number of establishments in the sample from each area. Accordingly Table 11.2 looks at average GVA impact across each LEC controlling for the number of establishments. 

Table 11.1 – GVA Impact by LEC 2006/07- Ranked in Descending Order of Impact 

	LEC Area
	GVA Impact
	Percentage of Total GVA Impact

	SE Edinburgh and Lothian 
	£22,026,692
	29.2

	SE Glasgow 
	£11,387,557
	15.1

	SE Lanarkshire 
	£10,505,807
	13.9

	SE Tayside
	£6,083,159
	8.0

	SE Ayrshire
	£5,246,114
	6.9

	SE Grampian
	£5,092,116
	6.7

	SE Renfrewshire
	£4,478,265
	5.9

	SE Forth Valley 
	£4,013,232
	5.3

	SE Fife 
	£2,871,987
	3.8

	SE Borders
	£2,698,277
	3.6

	SE Dunbartonshire
	£798,586
	1.1

	SE Dumfries and Galloway
	£338,362
	0.4

	Total 
	£75,540,154
	100.0

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n=191


11.3 Accepting the caveats that the number of establishments in some LECs is quite small and that the averages in some areas are influenced by individual establishments where impacts are considerable, what comes over strongly from Table 11.2 are the considerable variations across the LECs. For example:

· Three LECs achieve average impacts per establishment more than 50% higher than the overall sample (Glasgow, Lanarkshire and Edinburgh and the Lothians)
· Seven have average impacts that are between 43% and 12% below the average  (Ayrshire, Tayside, Fife, Grampian, Renfrewshire, Forth Valley and Borders)
· Two achieve impacts that are around a quarter of the average (Dumfries and Galloway and Dunbartonshire). 

11.4 However, it does need to be stressed that these variations are based upon 191 establishments rather than the population of Account and Client Managed companies. As such the results may not be statistically robust and it may be erroneous to read too much into the detail of the differences.

Table 11.2 – Average GVA Impact per Establishment by LEC 2006/07 – Ranked in Descending Order of Impact 

	
	Average GVA Impact
	Index (LEC GVA/ Sample average
	Number of establishments

	SE Glasgow 
	£632,642.05
	1.60
	18

	SE Lanarkshire 
	£617,988.65
	1.56
	17

	SE Edinburgh and Lothian 
	£595,316.00
	1.51
	37

	SE Ayrshire
	£349,740.93
	0.88
	15

	SE Tayside
	£289,674.24
	0.73
	21

	SE Fife 
	£287,198.70
	0.73
	10

	SE Grampian
	£282,895.33
	0.71
	18

	SE Renfrewshire
	£279,891.56
	0.71
	16

	SE Forth Valley 
	£250,827.00
	0.63
	16

	SE Borders
	£224,856.42
	0.57
	12

	SE Dumfries and Galloway
	£112,787.33
	0.28
	3

	SE Dunbartonshire
	£99,823.25
	0.25
	8

	Total/ Sample Average
	£395,498.181
	1
	191

	Source: GEN Survey of Designated Relationship  Managed Establishments, 2008  


Note:
1.
The GVA average used in this Chapter is the average for the 191 establishments reporting positive GVA impacts in 2008 prices. As such it cannot be compared to the average GVA figure given in Table 7.10 (£339,442). This is the average for 414 companies and is given in 2004 prices.
11.5 There are also variations across the LECs when the impacts falling into the three sub-sets (negative, zero and positive GVA) are considered, as Table 11.3 shows. Almost half of the interviewees in Forth Valley reported positive GVA impacts as a result of SE interventions whilst only 13% of those in Dumfries and Galloway reported such impacts. Those reporting zero impacts show a similar spread, ranging from 53% in Forth Valley to 87% in Dumfries and Galloway. Figure 11.1 shows the plot of these positive impacts. 

Table 11.3 – Percentages of Establishments Falling into the Impact Sub-sets by  LEC 2006/07 – Ranked in Descending Order of Positive Impact (Row Percentages) 
	LEC Area 
	GVA Impacts

	
	Negative 
	Zero Impact 
	Positive 
	Total 

	SE Forth Valley 
	0.0
	52.9
	47.0
	100

	SE Tayside
	0.0
	57.1
	42.7
	100

	SE Borders
	0.0
	58.6
	41.2
	100

	SE Renfrewshire
	0.0
	61.0
	39.1
	100

	SE Glasgow 
	2.0
	61.2
	36.6
	100

	SE Ayrshire
	2.4
	61.0
	36.5
	100

	SE Edinburgh and Lothian 
	1.0
	63.1
	36.0
	100

	SE Fife 
	0.0
	65.5
	34.4
	100

	SE Lanarkshire 
	0.0
	67.9
	32.1
	100

	SE Grampian
	0.0
	75.3
	24.5
	100

	SE Dunbartonshire
	0.0
	76.5
	23.5
	100

	SE Dumfries and Galloway
	0.0
	87.0
	12.9
	100

	Sample Average
	0.5
	65.2
	34.3
	100

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=558


Figure 11.1 – Percentage of establishments by LEC Reporting Positive GVA Impacts 2006/07
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11.6 One can formulate a number of hypotheses as to why there should be these variations across LECs. Two key factors would seem to be the sectoral breakdown of the establishments that individual LECs are working with and the size of these establishments, it being hypothesised that there may be a scale factor at work, with larger establishments reporting greater impacts, something that is explored later in this Report. Indeed this does seem to be the case as calculating Chi Squared values for the relationships between geography and employee numbers and industrial sector (Table 11.4) shows that both are statistically significant at the 0.001 level.

Table 11.4 – Chi-Squared Values for Relationship between LEC Area and Establishment Size and Sector 

	Variable
	LEC Area

	
	Chi-Square
	Significance

	Employee numbers
	103.217
	.000

	Sector
	171.944
	.000

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008, n= 558


11.7 Thus it may be that those LECs that seem to have relatively low GVA impacts per establishment, and work with above average proportions of establishments reporting no impacts, are reflecting the fact that they work with companies in sectors where attaining impacts is more difficult and with smaller companies where impacts, in absolute terms, may be limited. This will be explored more fully in the next section.

GVA Impacts by Sector

11.8 Positive GVA impacts by sector also vary as Table 11.5 shows. Although the average impact across the 191 establishments reporting positive GVA impacts is £395,000 there are considerable variations across sectors. For example:
· Transport, Public Administration and Agriculture and Fishing have reported impacts that are, respectively, 6, 4 and 3 times greater than the average
· In contrast Banking and Finance, Distribution, Hotels and Restaurants and Other Services have reported impacts that are, respectively 36%, 55% and 74% below the sample average. 
Table 11.5 – GVA Impacts by Broad Industrial Group 2006/07 – Ranked in Descending Order of Average Impact
	 Broad Industrial Group 
	Total GVA Impact
	Number of establishments reporting an impact
	Average GVA per establishment

	Transport 
	£7,637,950
	3
	£2,545,983

	Public administration, education & health 
	£5,759,232
	4
	£1,439,808

	Agriculture & Fishing 
	£2,429,634
	2
	£1,214,817

	Construction 
	£4,243,209
	7
	£606,173

	Manufacturing 
	£28,342,617
	61
	£464,633

	Energy & Water 
	£3,660,532
	11
	£332,776

	Banking, Finance & Insurance 
	£20,380,088
	81
	£251,606

	Distribution, Hotels & Restaurants
	£1,974,228
	11
	£179,475

	Other 
	£1,112,663
	11
	£101,151

	Total 
	£75,540,154
	191
	 £395,498

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n= 191


11.9 It is also the case that there are variations by sector in the percentages of respondents reporting that SE’s interventions had resulted in positive GVA impacts, as Table 11.6 shows. For example, 52% of establishments in Energy and Water reported positive impacts, compared to only 15% of those in Public Administration. In isolation this might indicate that there are some sectors where it is easier for SE to have an impact. Indeed, logic would imply that SE’s ability to have an impact upon organisations in the public sector, that are subject to a far wider range of influences than solely market forces and are not driven by a need to make a financial return, would be limited.  

Table 11.6 – Percentage of Establishments Reporting Positive GVA Impacts by Sector 2006/07 – Ranked in Descending Order of Percentage Positive GVA Impact
	Broad Industrial Group 
	Number of establishments
	Number  reporting positive GVA
	Percentage positive GVA

	Energy & Water 
	21
	11
	52

	Banking, Finance & Insurance 
	198
	81
	41

	Agriculture & Fishing 
	5
	2
	40

	Other 
	32
	11
	34

	Construction 
	21
	7
	33

	Manufacturing 
	198
	61
	31

	Distribution, Hotels & Restaurants
	44
	11
	25

	Transport 
	13
	3
	23

	Public admin, education & health 
	26
	4
	15

	Total/Sample Average
	558
	191
	34

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008  


Conclusions

11.10 What this Chapter has shown is that SE’s interventions have a differential spatial impact, not only in terms of the average impact per establishment but also in terms of the ability to create such impacts. Whilst there could be many explanations for this, for example differences in the quality of Account Managers, in terms of the available data this seems to be a reflection of:
· Establishment size (with some areas having economic structures that are dominated by smaller establishments whose absolute GVA impacts are small)
· The sectoral composition of these local economies with it being seemingly the case that SE can impact on some sectors more significantly than others.

11.11 This is not to argue that these patterns might not also be influenced by other factors, such as the quality of Account Management. However, we do not have data that enables this to be measured. Having described the pattern of these impacts we now move, in Chapter 12, to see if they can be explained by a variety of diagnostic variables.

12 Explaining GVA Impacts

The Key Messages in this Chapter are: 
· To try to explain GVA impacts 3 broad hypotheses were formulated, that GVA was a function of: Public Sector Interventions with the targeted companies; the Characteristics of these Companies, with some being in sectors where it was easier to achieve net impacts; and  the Companies’ Growth Profile so that if a company was growing, reflecting dynamic management, then it might be easier to achieve even greater growth by working with it.

· The initial analysis involved calculating the correlation coefficients between the 14 explanatory variables and GVA. Of the 105 pairs of coefficients 27 (26%) were statistically significant.

· There were 5 statistically significant relationships with GVA: employment, establishment age, exports, innovation expenditure and employment change between 2004 and 2006. It was felt that these reflected scale and company dynamism.

· SE expenditure did not have a statistically significant relationship with GVA, although it did with innovation spend. Given that GVA is related to innovation expenditure, it may be that SE’s relationship to GVA is being masked. 

· Having looked at the bi-variate correlations, attempts were then made to explain GVA in terms of combinations of the Public Sector Intervention, Company Characteristics and Growth Profile variables using Multiple Regression. The regression coefficients were weak, explaining relatively small percentages of variance in the 3 data sets (15%, 16% and 10% respectively).

· To increase the explanatory power, the 3 data sets were combined. The resultant Multiple Regression Coefficient of 0.655 explained 43% of the variance in the data. The key explanatory variables were: company age, exports, innovation spend and employment change between 2004 and 2006.
· The relationship between GVA and a number of alphanumeric variables, such as sector, establishment location and the establishment’s reason for working with SE, were then explored. There were 2 significant relationships, with: industrial sector and the location of the establishment’s head quarters.
· It was concluded that trying to identify an explanation for the GVA impacts reported by the surveyed establishments was not easy. There were likely to be many factors that have an effect, not all of which have been measured. It was also felt that some of the variables were imperfect measures.

· Bearing these shortcomings in mind, the implications of this analysis for the targeting of support need to reflect the conclusions of Chapter 10. This found that SE seemed to be able to have a positive impact upon GVA for establishments that were smaller, younger and had better qualified staff.

· The analysis in this Chapter seems to indicate that, within this sub-set of positive impact GVA establishments, there might be merit in working with older companies that SE already has a relationship with, that export and spend above average amounts on innovation.

· However, it is difficult to know if the relationships that have been identified are always causal. For example, do companies export and spend on innovation because of SE’s support, or is it that companies that are innovative are more likely to export, regardless of SE’s involvement?

· It might also be the case that, even if it proved possible to use the above criteria to target support, additional impacts might be limited as there may be few companies with these characteristics that SE is not already working with. If this is the case then the current pattern of impacts may be the optimum. 
Introduction

12.1 Chapter 10 concluded that, in broad terms, there were relatively limited differences between those establishments reporting zero and positive GVA impacts. What this Chapter attempts to do is to explore in more detail the positive GVA impact establishments and to see if it is possible to explain these impacts. 

12.2 When some exploratory analysis was undertaken it was clear that the distribution of these positive impact establishments, on the explanatory variables, was skewed, there being a limited number of establishments that were reporting high impacts (see Paragraph 9.4). These seemed to be distorting any attempt to identify statistical relationships in the data. Accordingly it was decided to remove from the analysis all those reporting GVA impacts in excess of £200,000. This reduced the sample from the 191 reporting positive GVA impacts to 131. The analysis reported in this Chapter is based on these 131. 

Formulating Explanatory Hypotheses

12.3 There are a number of dimensions that we can hypothesise might impact on GVA:

· Public sector interventions - it being assumed that the greater the interventions, as measured by such things as SE expenditure, then the greater the reported GVA impacts

· Company characteristics - as one can hypothesise that it is easier to grow some companies than others. For example, it might be easier to grow a company that has never exported than one that is already exporting

· Company growth profile - for example if a company was already growing (as measured by such things as turnover and profit) indicating a dynamic management, it might be more difficult for SE to have a reported positive impact on it, if only as management might be unwilling to attribute growth to SE’s activities, even thought there might be a positive impact. Alternatively it might be that SE could contribute little to such companies

· A combination of all of these.

12.4 In their turn these hypotheses are attempting to assess three types of relationship in the data:

· Those that are measuring a direct relationship between GVA and some explanatory variable

· Ones that are using the survey variable as a surrogate for such qualities as company adaptability and initiative. In such cases it is assumed that the company has greater ability to make use of the services on offer thereby creating GVA impacts

· Ones relating to the size (scale) of establishments as measured by employee numbers and turnover. The assumption is that the larger the company (as defined by such things as number of employees or turnover) then the greater the GVA impact. This might reflect three things:

· The survey methodology when respondents are asked to give estimates if they were unable to provide accurate data. An estimate of a 5% impact may not seem very great to those being asked the question but it in absolute terms it could be very considerable if the company has, for example, 1,000 employees

· Induced impacts will be greater for large establishments by virtue of the fact that they have more employees

· The larger the company then the more likely it has the internal systems and staff to make use of SE support in a way that results in there being an impact, that is larger companies are more effective at making use of SE support in a way that results in there being GVA impacts. 

12.5 In terms of public sector interventions, we have tried to explain the positive GVA impact in terms of:

· SE’s direct financial input to the establishments
· The financial input from other public sources, such as local authorities and the Scottish Government

· The length of the relationship (in years) with SE, the assumption being that as SE comes to know more about the company it can provide support that is more closely tailored to its needs

· The total number of products and services received from SE
· The overall satisfaction with the service provided by the Account and Client Managers.

12.6 It is accepted that this is a partial data set for measuring public interventions. However, no data seems to be available, for example, that would be a surrogate for the amount of time managers spent with each establishment or for such things as advice given. We know from earlier work that often advice can have as great, if not greater, impact on growth than products and services.
12.7 The company characteristics used were:

· Number of employees in 2006/07

· Establishment turnover  in 2006/07

· The company’s age, with the hypothesis being that the older the company then the greater SE’s impact could be, as an older company is more likely to have the systems and staff in place to take advantage of the support on offer. Alternatively one could hypothesise that there could be a negative relationship between age and impact as older establishments are potentially less willing to adapt and change

· The percentage of staff that have degree level or above qualifications. The hypothesis is that the more qualified the staff (degree or degree level vocational qualifications) then the greater the GVA impact as staff have, amongst other things, the ability to take advantage of the support on offer

· The percentage of turnover gained through exports. Here exports are being used as a surrogate measure for a company’s adaptability, versatility and outward looking nature

· Innovation expenditure in 2006/07, the hypothesis being that the more expenditure a company makes on innovation then the greater the impact on GVA. Here innovation spend is being used as a surrogate for company adaptability and versatility, the assumption being that establishments that are more adaptable are more capable of making positive use of SE’s services.

12.8 The establishments’ growth profile was measured by change between 2004/05 and 2006/07 in: 

· Turnover

· Employment

· Profit.

12.9 In total 14 intervals or ordinal level variables were used to try to explain GVA impacts. However, before moving to more complex analysis the bi-variate relationships between the data are examined.

Correlation Coefficients

12.10 Table 12.1 looks at the correlations between the explanatory variables and GVA, with the relationships that are statistically significant being highlighted. Of the 105 relationships in the Table it can be seen that 27 (26%) are statistically significant, either at the 0.05 or the 0.01 levels. In terms of the relationships:

· Employment seems to be most linked to the other variables, having eight statistically significant relationships. Unsurprisingly the strongest relationship is with turnover, followed by the change in profitability between 2004/05 - 2006/07. This latter relationship may represent a scale factor, with larger establishments (as measured by the number of employees) recording the greatest profit growth in absolute, although possibly not in relative, terms

· Company age has seven statistically significant relationships. There are strong relationships with employment and turnover, which would imply that the older the company then the bigger it is likely to be, which seems intuitively correct. However, the biggest coefficient is with profit change. It seems that this may reflect the fact that the older the company then the larger it is and the greater the probability there is of profit growth over time. This again seems to be the scale factor commented upon earlier

· Turnover has six significant relationships. Unsurprisingly, the greatest is with employment, followed by profit change. Of interest is the fact that there is a strong relationship between turnover and other public sector support. This might imply that other public funders are providing support to large companies that SE, for whatever, reason, may not provide funding to

· There are three variables that have five significant relationships:

· GVA  which has weak relationships with employment, company age, exports, innovation spend and employment change

· Staff qualifications. Interestingly three of the relationships are negative: the length of the relationship with SE, employment and company age. What this might imply is that the older and larger companies tend to employ fewer well qualified staff. It would also seem to be the case that SE’s relationship with companies employing well qualified staff is not longstanding. Again one can make out an intuitive case for this: the establishment of significant numbers of technology based companies (that are likely to employ well qualified staff) being relatively recent

· Other support from the public sector has a strong relationship with SE support, which could imply that there is a degree of overlap and duplication in funding. Alternatively this could be seen as reinforcement. There is also evidence of a scale factor as there are strong relationships with employment and turnover

· Two variables have four significant relationships:

· Changes in profitability, with again there being an important scale factor, with strong relationships with employment and turnover

· The length of the relationship with SE. Again there are two relatively weak relationships with scale factors (employment and turnover) and one with age. Of interest is the negative relationship with staff qualifications, something commented upon earlier. The implication therefore seems to be that SE’s longest relationships are with large, well established companies that employ, inter alia, relatively poorly qualified staff
· A further five variables have between three and one statistically significant relationships. Of interest is:

· The relationship between SE expenditure and establishment spend on innovation which might imply that SE supports innovative companies

· Exports, that has relationships with GVA impact and staff qualifications. One implication might be that exporting companies have better qualified staff

· Spend on innovation that is related to GVA impacts and SE spend. Again this might imply that SE is supporting innovative companies that then ascribe GVA impacts to this intervention

· The total number of products and services received that has a weak negative relationship with employment change

· Two variables have no statistically significant relationships to the others in the data set: Satisfaction levels and turnover change between 2004/05 and 2006/07. 

12.11 In terms of explaining GVA and examining the impact of SE’s spend the key findings are that:

· The relationships that GVA has with the explanatory variables tend to be weak (a maximum coefficient of 0.25). It could be argued that what the five significant relationships show is:

· A scale factor as shown by the two employment variables, albeit that one of these (employment change) might reflect the impact of interventions, and company age (with age being related to such factors as employment)

· Two surrogate measures of company dynamism (exports and innovation spend). However, it is difficult to know if these are a reflection of cause or effect

· In terms of the relationship of SE expenditure interestingly this is not related to GVA impacts. However, it is related to innovation spend, so that SE may be either a cause of such expenditure through the Account Management process or it may be that SE is working with companies that are already quite dynamic as indicated by such spend. Given that innovation spends then has a relationship to GVA impacts it may be that SE’s impact is being masked. There is also a strong relationship to the financial input that companies received from other public sources. As already commented upon, this can be seen as reinforcement or duplication.

12.12 Having briefly examined the bi-variate relationships we will now turn to look at the extent to which it is possible to explain GVA impacts through linear combinations of the 14 independent variables.

Table 12.1 – Correlation Matrix 1, 2
	Variable
	GVA
	SE £
	P£
	SE year
	TotPS
	Sats
	Emp
	Turn
	Age
	Degree
	Expo
	Inn£
	EmCh
	PrCh
	TuCh

	GVA
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	SE£
	0.03
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	P£
	-0.02
	0.62**
	1
	
	
	
	
	
	
	
	
	
	
	
	

	SE year
	0.03
	0.06
	-0.04
	1
	
	
	
	
	
	
	
	
	
	
	

	TotPS
	0.16
	-0.09
	-0.03
	
	1
	
	
	
	
	
	
	
	
	
	

	Sats
	-0.04
	0.06
	-0.002
	-0.04
	0.08
	1
	
	
	
	
	
	
	
	
	

	Emp
	0.20*
	0.02
	0.55**
	0.23*
	0.17
	-0.08
	1
	
	
	
	
	
	
	
	

	Turn
	0.16
	0.02
	0.6**
	0.24**
	0.15
	-0.08
	0.89**
	1
	
	
	
	
	
	
	

	Age
	0.19*
	-0.01
	0.31**
	0.28**
	0.11
	-0.01
	0.56**
	0.5**
	1
	
	
	
	
	
	

	Degree
	-0.10
	0.12
	0.07
	-0.26**
	-0.14
	0
	-0.24**
	-0.2*
	-0.4**
	1
	
	
	
	
	

	Expo
	0.23**
	-0.01
	0.01
	0.05
	0.18
	-0.03
	0.1
	0.17
	-0.05
	0.25**
	1
	
	
	
	

	Inn£
	0.25*
	0.34**
	0.09
	-0.04
	-0.05
	-0.09
	0.27**
	0.2
	0.14
	-0.01
	0.06
	1
	
	
	

	EmpCh
	0.21*
	-0.05
	-0.08
	0.02
	-0.21*
	-0.01
	0.06
	-0.01
	-0.17
	0.16
	-0.09
	0.08
	1
	
	

	PrCh
	0.12
	0.02
	0.53**
	0.12
	0.10
	-0.06
	0.73**
	0.75**
	0.58**
	-0.04
	0.04
	0.03
	-0.03
	1
	

	TuCh
	-0.17
	0.05
	0.07
	0.07
	0.19
	0.05
	0.15
	0.15
	0.06
	0.02
	0.15
	-0.13
	0.05
	0.10
	1

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


Note:-

1.
Variables are: GVA, which is impact ascribed to SE interventions; SE£ is SE’s direct financial input to the establishment; P£ is financial input from other public bodies; SE year is the length (in years) of the relationship with SE; TotPS is the total number of products and services received from SE; Sats is Overall Satisfaction with SE’s service; Emp is the number of employees in the establishment in 2006; Turn is the 2006 turnover; Age is the company’s age; Degree is the percentage of staff having degree level qualifications or above; Expo is the percentage of turnover achieved through exports; Inn£ is 2006 innovation expenditure; EmpCh is employment change between 2004 and 2006; PrCh is change in profit between 2004 and 2006; and TuCh is turnover change between 2004 and 2006.
2.
* indicates a relationship that is significant at the 0.05 level; and ** indicates a relationship that is significant at the 0.01 level.

Multiple Regression Analysis 

12.13 In an attempt to deepen the analysis and look at the explanatory power of combinations of variables multiple regression analysis was undertaken. Initially a variety of regression models were tested (for example linear, cubic and logarithmic) in an attempt to improve predictive ability. However, invariably the linear models produced the largest coefficients. Accordingly the following models all try to explain GVA impacts through linear combinations of the independent variables. 

12.14 The first model attempted to explain GVA though the public sector intervention variables. The resultant Regression Coefficient was 0.381: that is the linear combinations of the five variables were able to explain 14.5% (0.3812) of the variance in GVA. Table 12.2 shows the Regression Coefficients and the constant that could be used to predict GVA were the values of the other variables known. The largest coefficient is with SE’s financial input to the establishments. However, although this is large, the overall explanatory power of the combination of variables is poor. Indeed the bi-variate correlations in Table 12,1 show that there seems to be no relationship between GVA and SE spend. Accordingly we next see if it is possible to explain positive GVA change in terms of company characteristics.

Table 12.2 - Multiple Regression Statistics: Dependent Variable - Positive GVA Impacts of less than £200,000, Independent - Public Policy Interventions

	Variable
	Regression Coefficient Beta

	SE’s financial input
	0.572

	Other public financial input
	-0.587

	Length of relationship with SE
	-0.030

	Number of products and services received
	0.230

	Overall satisfaction
	-0.027

	Constant
	45,953

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


12.15 Table 12.3 shows the Regression Coefficients for the establishment characteristic variables. The linear combination of the 6 variables produced a Regression Coefficient of 0.402, explaining 16% of the variance in GVA. Whilst slightly better than the explanation of the policy variables, it still leaves the vast majority of variance unexplained. 
Table 12.3 – Multiple Regression Statistics: Dependent Variable - Positive GVA Impacts of less than £200,000, Independent - Establishment Characteristics

	Variable
	Regression Coefficient Beta

	Employees 2006/07
	-0.069

	Turnover 2006/07
	0.105

	Company age
	0.211

	Percentage of staff with degree qualifications
	-0.002

	Percentage of turnover gained through exports
	0.221

	Innovation expenditure 2006/07
	0.210

	Constant
	31,574

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


12.16 The next model attempts to explain GVA in terms of establishment growth profile. The Regression Coefficient is 0.322, explaining 10% of variance in GVA. Table 12.4 shows the Regression Coefficients.

Table 12.4 Multiple Regression Statistics: Dependent Variable - Positive GVA Impacts of less than £200,000, Independent - Establishment Growth Profile
	Variable
	Regression Coefficient Beta

	Employment change 2004/05 – 2006/07
	0.231

	Profit change 2004/05 – 2006/07
	0.139

	Turnover change 2004/05 – 2006/07
	-0.208

	Constant
	67,565

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


12.17 The explanations given by the three data sets were disappointingly low. In an attempt to improve the predictive ability of the variables the three data sets were combined. By doing this it proved possible to increase the explanatory power, producing a Regression Coefficient of 0.655, explaining 43% of the variance in the data. Table 12.5 shows the regression coefficients.

12.18 What can be seen is that the key relationships with GVA seem to be (based on the size of the regression coefficients):

· Company age

· Exports

· Innovation expenditure

· Employment change.

12.19 It can be seen that SE’s input (products and services received and spend) have the sixth and seventh largest coefficients. However, it seems dangerous to read too much into this as the small bi-variate correlations that both variables have with GVA (Table 12.1) would seem to indicate that SE’s relationship is less directly with GVA than indirectly through such variables as exports and innovation spend. Both have statistically significant relationships with GVA (Table 12.1). This then raises the issue of causality: are companies innovative and exporters because of SE support or were these companies already dynamic and were then targeted by SE for Account or Client Managed status?  This is explored further in Paragraph 12.25.
12.20 There is also a large negative coefficient with Overall Satisfaction with SE’s service. Interpreting this is problematic. However, it might be that the greater the GVA impact then the more critical companies become of SE’s services, perhaps reflecting the company’s ambition and dynamism so that it is less likely to be satisfied with whatever is on offer. This is, however, speculative, in the absence of any corroborative evidence.

Table 12.5 – Multiple Regression Statistics: Dependent Variable - Positive GVA Impacts of less than £200,000, Independent - Public Policy Interventions, Establishment Characteristics and Establishment Growth Profile

	Variable
	Regression Coefficient Beta

	Company age
	0.472

	Percentage of turnover gained through exports
	0.363

	Innovation expenditure 2006/07
	0.215

	Employment change 2004/05 – 2006/07
	0.200

	Percentage of staff with degree qualifications
	0.172

	Number of products and services received
	0.169

	SE’s financial input
	0.127

	Turnover 2006/07
	0.060

	Turnover change 2004/05 -2006/07
	0.016

	Profit change 2004/05 -2006/07
	-0.008

	Employees 2006/07
	-0.059

	Other public financial input
	-0.110

	Length of relationship with SE
	-0.142

	Overall satisfaction
	-0.240

	Constant
	28,569

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


Other Explanatory Factors

12.21 It is then possible to construct a number of hypotheses that seek to explain the relationships between banded GVA impacts and the alphanumeric variables, in particular:

· Industrial sector in that it may be that some sectors are more capable of being influenced by SE interventions than are others

· Location is also a potential determinant of impact in that companies located in specific areas (sites such as science parks) may grow faster than those located elsewhere as things such as access to factors of production, amongst other things, may differ

· The location of the companies’ headquarters may have a relationship on impact in that, for example, companies headquartered outwith Scotland may be harder to influence as the key policy drivers and management are driven by different priorities

· The rationale for working with SE may have a relationship to impact in that those who see SE being, for example, a source of ‘free money’, may be less willing to engage with the support mechanisms than those who have more strategic reasons for involvement

· There may also be a relationship between satisfaction levels and impacts, with those establishments where the greatest impacts are attained being the ones that are most satisfied with SE’s services

· Impacts may be related to market conditions, with those establishments trading in markets that are growing being more likely to be able to use SE’s support in a way that generates economic benefits

· Finally impacts may be related to the location of a company’s main competitors. For example, those who are primarily competing against Scottish based companies may find it harder to achieve growth than if competition is based elsewhere. 

12.22 The results of a series of Chi Square tests between GVA impact and the above variables are shown in Table 12.6, with the statistically significant relationships being shaded. What can be seen is that there are only two significant relationships: between GVA and the industrial sector and the location of the company’s headquarters. Looking at the raw data cross-tabulation it can, for example be seen that:

· 83% of establishments in the ‘Other Services’ category have impacts in the £1 to £200,000 range whereas no Agriculture establishments fall into this category. In contrast 20% of Transport establishments report impacts in the £7 to £8 million range. There are no other establishments reporting impacts of this magnitude

· 73% of establishments headquartered in Scotland have GVA impacts falling into the £1 to £200,000 band, whereas only 56% of those headquartered in ‘Other UK’ fall into this band and 33% for those headquartered in ‘Other EU’. However, it should be noted that the number of respondents in these latter categories is small.
Table 12.6 – Chi-Squared Values for Relationship between GVA Impacts and Explanatory Variables
	Variable
	GVA Impacts 

	
	Chi-Square
	Significance

	Broad Industrial Group
	167.7
	0.000

	Location (LEC area)
	100.3
	0.735

	Location (site e.g. science park)
	38.5
	0.881

	Location of company’s headquarters
	68.0
	0.004

	Rationale for working with SE – access to funding  
	15.2
	0.125

	Rationale for working with SE – quality of service  
	8.8
	0.547

	Overall satisfaction with SE’s service
	38.5
	0.881

	Market conditions (e.g. declining strongly)
	56.3
	0.250

	Location of main competitors
	65.6
	0.068

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=131


Conclusions

12.23 What the above analyses show is that explaining GVA is not a simple exercise. There are a number of reasons for this. For example:

· There are likely to be many impacts upon GVA, only some of which are being measured by the variable sets

· Several of the variables are imperfect measures of what could be significant explanatory factors. For example, Overall Satisfaction is being used as a surrogate for the performance of the Account and Client Managers, whilst the impact of specific products and services has been reduced to a count of the total products and services received by an establishment.

12.24 Accepting this, it seems that we can explain around half of the variance in positive GVA impacts in terms of the 14 variables shown above.  In terms of the importance of these variables this can be gleaned from the standardised Regression Coefficients, Beta, shown in Table 12.5. What can be seen is that, in descending order of explanatory power, the 5 variables that are most important as predictors of GVA are:
· Company age

· Exports

· Innovation expenditure

· Employment change

· Overall satisfaction (albeit that this is a negative relationship),

12.25 Intuitively exports and innovation expenditure would seem logically to be related to GVA impacts in that these seem likely to be associated with growth and a degree of dynamism in a company. There is considerable literature suggesting a positive link between exporting and productivity. However, there is ongoing debate as to whether exporting makes firms more productive or if more productive firms are simply more likely to ‘self select’ and choose to export. In a study of US businesses Love and Mansury
, 2007 concluded that more productive firms are indeed more likely to become exporters, but that there is also evidence supporting the hypothesis that productivity is positively associated with both exporting and with increased exposure to international markets. Given this it may be that there may be merit in considering closer ties between Account and Client Managed companies and bodies such as Scottish Development International as well as generally giving more support to companies that are innovating in some way, for example introducing new products and processes.  

12.26 In terms of the other variables:

· Age is correlated with scale factors (employment and turnover) and with the length of time the company has been working with SE. In its turn there is a statistically significant relationship with GVA (Table 12.1). Given this, the relationship may reflect the duration and intensity of the relationship with SE

· Employment change has a significant relationship with GVA (Table 12.1). This is logical given that establishments where GVA has increased are those where employment has also grown

· Overall Satisfaction, as mentioned above, has no significant relationships with any of the other variables and has a negative coefficient in the regression equation. Indeed 10 of the correlations in Table 12.1 have negative signs. This is hard to explain. However, one possible reason might be that as GVA grows management becomes more demanding and more aware themselves of what needs to be done to grow the company. Accordingly they become more critical of the SE offering, even though the company may still benefit from this. However, this is very tentative and would repay more detailed examination before a definitive conclusion was arrived at.

12.27 It is also the case that impacts vary according to the industrial sector that the client company belongs to and the location of the company's headquarters. It seems highly likely that some of these variables are surrogate measures of factors such as entrepreneurialism and management dynamism.

12.28 The policy implications of this analysis, when considered in isolation, would seem to be that if SE wants to grow GVA (which may be only one of a number of policy drivers) it should concentrate upon working with older companies with which it already has a relationship, that already export and spend above average amounts on innovation activities. It also seems that greater impacts will come if such companies are headquartered outwith Scotland (albeit that this criterion would dramatically reduce the number of companies worked with). Within these broad parameters support could be targeted at specific sectors where it seems, from the statistics, that it is easier to have an impact and at larger companies. However, whilst it might be possible to generate greater GVA impacts from this sub-set of companies they may be far more critical of the advice and support on offer than might companies that do not have these characteristics.

12.29 However, there is a need to be clear that these targeting characteristics need to be interpreted within the context of the conclusions in Chapter 10, which looked at the differences between the zero and the positive impact GVA establishments. The argument there was that it seemed that SE was able to impact upon establishments that were, in the context of the population of Account and Client Managed companies:

· Smaller (turnover and employment)

· Younger

· Had better qualified staff.

12.30 Within this sub-group then it seems that GVA impacts are related to four factors:

· Company age, which was related to such factors as the length of relationship with SE and scale factors

· Two variables that seem to reflect company dynamism (exporting and innovation spend). In their turn these may be influenced by SE support, that is SE support has resulted in these establishments becoming more dynamic, albeit this is impossible to prove solely from the statistics. An alternative explanation is that SE chooses to work with companies that already exhibit dynamism. The large deadweight figures would lend some credibility to this view

· Employment growth, albeit this may again be a reflection of SE support.

12.31 Given this targeting of future support seems to need to be a 2 stage process:

· Identifying those companies where SE can impact upon GVA

· Then identifying the companies within this Group where the greatest impacts can be made.

12.32 Unfortunately the analysis has not been able to identify any simple factors to aid such targeting. This undoubtedly reflects the multitude of factors that impact upon company performance, many of which have either been imperfectly modelled, using surrogate variables, or have not been included in the analysis because of the difficulty in obtaining even surrogate measures for them.

12.33 It also needs to be remembered that even if it were possible to target companies there would be no guarantee that greater impacts would be attained. It may be that the patterns that emerged, in terms of impacts, represent the optimum. For example, it may be that there are no more large transport companies that could be targeted. As such the distribution of impacts may reflect the reality of Scotland's and indeed any other region's or nation’s economy: a few very high performers and a long tail of medium to low impacts.

12.34 However, before drawing conclusions we will, in Chapter 13, explore in more detail the impact that specific products and services have upon Account and Client Managed companies.

13 The Relationship between Products & Services Received and GVA Impacts

The Key Messages in this Chapter are: 

· The establishments in the survey had received 242 separate products or services from SE. Of these 181 (75%) were unique to particular LEC areas. It therefore seemed that, over the survey period, there was no such thing as a standard Account and Client product and service offering.

· The analysis of the relationship with GVA concentrated on 25 products and services that were delivered in more than one LEC area.

· Of the 25, 6 had statistically significant relationships with GVA. These were: Leadership for Growth, E-Business Advisers, Graduates for Business, Market Development (Flexible Financial Product), International Exhibition, Missions and Learning Journey and International Strategy Workshop. 

· Given that the earlier Chapters have linked GVA to such things as exporting and innovation, the relationship between GVA and some of the products is to be expected and confirms, to some extent, the earlier analysis.
· Leadership for Growth was delivered in 3 LECS, so it is unclear if it is possible to generalise about its impact.

· What the analysis seems to show is that, if companies receive these products and services, then there is a greater probability that there will be positive GVA growth.
Introduction 
13.1 Data from SE’s CRM system was used to investigate the nature and impact of products delivered to establishments within the sample. Data was obtained for 569 establishments, 77% of those surveyed.  

Product Delivery

13.2 In total 242 individual products had been delivered to establishments within the sample. However, 181 of these (75%) were LEC specific, being delivered in one geographic area only 
. Given this it was felt that to undertake analysis at the level of individual products was very unlikely to find any relationships from which it would be possible to generalise. Accordingly the analysis in this Chapter has been conducted at the intervention framework category level
. 

13.3 Table 13.1 shows the numbers of establishments which had received a product from within each of the framework categories. Around 72% of establishments had received at least one product classified as strategic support. Over half of those surveyed had also received start up support from SE. Business improvement and workforce development products, considered by a quarter of the sample to be the most significant elements of support offered by SE (Table 4.2), have been delivered to 51% and 41% of the sample respectively. 

Table 13.1 – Product Delivery 

	Intervention framework category 
	Number of  establishments 
	Percentage of establishments

	Strategy
	407
	71.5

	Start up 
	316
	55.5

	Business Improvement 
	290
	51.0

	Market Development 
	277
	48.7

	Workforce development 
	234
	41.1

	Innovation 
	121
	21.3

	Investment 
	31
	5.4

	Non-framework product 
	65
	11.4

	Partner product 
	2
	0.4

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=569


13.4 To gain a more in-depth understanding of the impact of certain products, those products that were delivered in more than one LEC were selected for analysis. Three interventions which would have fitted the selection criteria (Business Development Review, Growing Business Review and the Sirius Health check) were excluded from the analysis as these were felt, by SE’s product team, to be essentially internal measures and diagnostic tools to which impact could not reasonably be attributed. The delivery and impact of the remaining 25 products which fitted the criteria were analysed and results are presented below. 

Impact of Product Delivery 

13.5 Analysis was undertaken to ascertain if there were certain business development products and services that companies receive that had a stronger relationship with positive GVA impacts than others. The 25 products selected for analysis spanned the six broad framework categories (Table 13.2). Of these:

· Start Up -  had one product, albeit this was delivered in all LEC areas

· Innovation - had two products, delivered respectively across 11 and 10 LECs

· Workforce Development and Strategy - each contained five products. However, the distribution of these across LECs varied considerably, with one being delivered in all 12 LECs, whilst 2 were delivered in only 2

· The final two framework categories (Business Development and Market Development) each contained six products. Again the geographical distribution varied: from one delivered by all LECs to one delivered by only two.

13.6 Why some products should be delivered in only a few LEC areas within the sample is unclear. What the Table does seem to show is that there is no such thing as a SE-wide service, with different products being delivered in different areas. It is hard to know if this reflects the individual decisions of managers, the fact that some products are more suited to particular areas because of varying industrial structures or if it is affected by the nature of the sample. This might repay further analysis.


13.7 It is also apparent that several establishments have received products on more than one occasion. The main examples of multiple delivery are:

· Business Information with, on average, each establishment receiving the product 3 times

· The WFD Seminar Programme that was again delivered on average 3 times. However, this was only delivered by 2 LECs.
Table 13.2 – Product Delivery Profile
	Product 
	Number of times delivered
	Number of establishments the product was delivered too
	Average number of times delivered per establishment
	Number of LECs delivering the product

	Start Up (1 product)

	Business Information
	745
	247
	3.0
	12

	Innovation (2 products)

	Small Company Innovation Support
	65
	54
	1.2
	11

	Innovation - FlexIble Financial Product 
	47
	40
	1.2
	10

	Strategy (5 products)

	Strategy - Flexible Financial Product
	118
	96
	1.2
	9

	Investor Readiness Support
	39
	35
	1.1
	8

	Business Growth Discretionary
	39
	36
	1.1
	2

	 E-Business Events
	21
	9
	2.3
	4

	 Individual Company Support
	20
	15
	1.3
	9

	Workforce Development (5 products)

	Workforce Development   - Flexible Financial Product 
	159
	113
	1.4
	11

	Investors in People
	97
	88
	1.1
	12

	WFD Seminar Programme
	59
	20
	3.0
	2

	Leadership for Growth
	32
	21
	1.5
	3

	Network Training Needs Analysis
	27
	22
	1.2
	3

	Business Development (6 products)

	Business Improvement - Flexible Financial Product 
	139
	104
	1.3
	11

	Lean Management Thinking
	44
	35
	1.3
	10

	Business Efficiency Programme
	41
	29
	1.4
	6

	E-Business Advisers
	36
	31
	1.2
	6

	Marketing Advance Programme
	31
	26
	1.2
	5

	Graduates for Business
	28
	25
	1.1
	8

	Market Development (6 products)

	Overseas Market Support
	124
	92
	1.3
	11

	Market Development  - Flexible Financial Product
	120
	92
	1.3
	12

	International Exhibition, Missions and Learning Journey
	116
	81
	1.4
	8

	International Strategy Workshop
	55
	48
	1.1
	9

	 International Trade Training
	31
	12
	1.5
	3

	Readiness To Internationalise
	28
	19
	1.5
	7

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=569


13.8 To explore the extent to which specific products have an impact upon GVA a series of Chi Square tests were undertaken to see if there was evidence of a relationship between receiving the product and reporting zero or positive GVA attributable to SE interventions. For the 25 products shown in Table 13.2, statistically significant relationships were found in 6 cases. These 6 products represented 3 of the broad framework categories, as Table 13.3 shows. What can be seen is that:

· For 3 of the framework categories there were no significant relationships between the product being delivered and positive GVA impacts (Start Up, Innovation and Strategy)

· One product (Leadership for Growth) that had a significant relationship was delivered in 3 LEC areas only (Table 13.2). Given this it is unclear if one can generalise about its impact

· The other 5 products with a statistically significant relationship to GVA impact were delivered in 6 or more LEC areas.

Table 13.3 – Statistically significant relationships between products received and GVA impacts
	Product
	No. establishments receiving product reporting positive GVA n=191
	No. establishments receiving product reporting zero GVA 

n=364
	Chi Squared value

n=555

	Workforce Development (1 product)

	Leadership for Growth
	11
	7
	7.129

	Business Development (2 products)

	E-Business Advisers
	 17
	11
	11.657

	Graduates for Business
	 11
	11
	3.895

	Market Development (3 products)

	Market Development  - Flexible Financial Product
	34
	33
	9.287

	International Exhibition, Missions and Learning Journey
	31
	33
	6.889

	International Strategy Workshop
	25
	33
	13.838

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 


Note: These values are significant at the 0.05 level.

Conclusions

13.9 What we can conclude from this analysis of product delivery is that:

· Of the 25 products around three quarters seem to have an almost random impact, in that they are received by establishments reporting zero and positive GVA impacts and there appears to be no statistically significant relationship between the product and positive GVA impacts

· For 6 products, however, there appears to be a relationship between the product and GVA impact. Nevertheless, it needs to be stressed that this does not mean to say that all establishments receiving these products report positive GVA impacts. Indeed Table 13.3 shows that this is not the case. For example, of the 18 establishments receiving Leadership for Growth, 7 (38%) reported zero impacts.  What the statistics do show is that there is a greater probability that companies receiving these products will then report positive GVA figures than if they received the other types of support.
· Given that the earlier Chapters have linked GVA impacts to such things as exporting and innovation the relationship of GVA to such products as International Exhibition, Missions and Learning Journey and International Strategy Workshop is not unexpected. It also tends to confirm the validity of the earlier analyses that related GVA to a range of variables looking at establishment characteristics and public support.

14 Conclusions and Recommendations
The Key Messages in this Chapter are: 

· The analysis has identified 2 key factors: that the majority of Account and Client Managed companies are satisfied with the support provided by SE and the programme generates substantial benefits for the Scottish economy.

· For example, 86% of establishments surveyed were satisfied with the services offered whilst over the 3 year evaluation period net additional turnover amounted to £1.45 billion, there was £613 million of net additional GVA, 12,875 Full Time Equivalent (FTE) jobs were created, net GVA per FTE was £47,628 and there was net additional innovation spend of £110 million in the one year for which it was possible to do the calculation.

· In terms of Value for Money, every £1 of SE spend generated £10 to £15 of additional turnover, between £4.32 and £6.38 of GVA and £2.28 to £2.91 of innovation expenditure. The net cost of creating a FTE through the programme was between £7,469 and £10,915.

· When the impact of the Account and Client Managed support programme was compared to other programmes the results were equally impressive. For example, the costs of creating a job were the lowest of the 4 comparator programmes and the GVA impact per £1 of spend was bettered by only one other programme.

· The overall conclusion was that Account and Client Managed support represented good value for money. 
· Account and Client support was also making a significant contribution to Scotland’s economic growth, thereby helping to narrow Scotland’s Gross Domestic Product gap with the rest of the United Kingdom.

· However, although economic impact was significant, deadweight was high. For example, deadweight on turnover was calculated to be 95% and 96% on employment. Overall two thirds of survey respondents claimed that SE had no impact on their turnover, profits, employment or innovation expenditure.

· The implications of these findings are that SE makes no difference to the majority of companies it supports through the Account and Client Management process. Where it does have an impact this is modest, typically less than 10% on any aspect of performance.

· Given this, the key challenge would seem to be to identify the types of companies that it is possible to impact on and channel more resources to them. 

· However, even if such companies can be identified, there may be a danger that any more support to those that are already in the programme could not be absorbed. Even if more could be absorbed, there may not be any proportional increase in impacts. If there is a desire to provide support to companies that are not already in the Account and Client Managed portfolio then the danger may be that there are few such companies given the size of the current portfolio.
· Leaving these issues to one side, the key problem is the difficulty of producing a definitive profile of the companies reporting positive GVA impacts as a consequence of SE support.

· The evidence that there is, throws up some challenging issues for SE. For example, the companies reporting zero GVA impacts tend to be larger and faster growing than those reporting positive GVA impacts.

· One explanation for this might be that companies go through a growth and perception gradient. When companies are small, with limited management resources, support results in slow growth. As there is greater impact the company becomes more self confident and has more management resources. The support that SE provides is still valued but there is less willingness to ascribe impact to SE’s interventions. However, what evidence there is does not seem to support this view so it must remain speculation.
· Although there are geographical and sectoral variations in impacts, these are of limited use for targeting. Analysis showed that the key factor underpinning differential performance was the structure of the local economy. Thus some areas performed better than others because of the structure of the economy rather than ineffective or inefficient company support.

· Variations in GVA impacts can be partially explained by company age, exports, innovation spend, employment change, staff qualifications, the impact of some of the products received (6 being identified), SE’s financial support, sector (for example, Transport and Public Administration) and the location of company headquarters. 

· However, interpretation of these relationships may not be straightforward. For example, is the relationship between GVA and exporting caused by SE support or might it be that companies were exporting before SE became involved with them? It is also the case that some of the sectors related to positive GVA impacts are very broad (Manufacturing). As such there can be no guarantee that additional support would have a similar impact.

· The main Recommendation is that the Account and Client Managed programme should continue to be supported, with minor modifications. 
· New entrants to the programme should be examined to see if they have the characteristics that this work has shown to be associated with zero and positive GVA impacts with support
· being focused on those companies having the characteristics associated with positive GVA impacts.
· The 6 products that had a relationship with GVA should be delivered across the SE area and should have additional resources allocated to them. The impact of this should be monitored.

· Consideration should be given to providing  additional, or first time, support to small exporting companies or those that have export aspirations. To this end, closer links should be made with exporting bodies such as Scottish Development International and exporting should be promoted as a way of business diversification and growth.
· Greater support should also be given to innovative companies, given the strong GVA-innovation spend relationship. To this end it may be that closer links could be developed with bodies such as ITI Scotland.

· As there seems to be no relationship between GVA impacts and the length of relationship with SE, consideration should be given to limiting the time that SE works with companies. Amongst other things, this might minimise deadweight.    
· The use of the CRM system should be reviewed and staff trained to use it consistently so that it holds up-to-date company information and details of the SE support received.

· To explore why so many companies reported no impacts from SE support, case studies should be undertaken with pairs of companies in similar sectors that had reported zero and positive GVA impacts.
Introduction
14.1 This Report has presented a large amount of detailed information on the impact of SE’s interventions with Account and Client Managed companies. This final Chapter pulls together the earlier evidence to draw a series of conclusions on the programme, before proceeding to make a series of tentative recommendations on how the programme could be developed in future. It is structured around four main themes:

· What has the evaluation found?

· What companies does SE impact upon?

· What influences GVA?

· Recommendations.

14.2 We start by recapping on what the evaluation has found. 

What Has the Evaluation Found?
14.3 Amongst the range of data presented in this evaluation, there are two key findings which stand out:

· The majority of Account and Client Managed establishments are satisfied with the support they receive from SE
· The programme has generated substantial economic returns for the Scottish economy. 

14.4 The evaluation found that 86% of establishments were satisfied with the services offered by SE. This is a statistic that is consistent with the findings of earlier Customer Satisfaction surveys and highlights the continued effectiveness of SE in meeting customer needs. 

14.5 In terms of the economic returns, it was estimated that over the three year evaluation period from 2004/05 to 2006/07 SE support has generated: 

· £1.45 billion (+/- 3.52%)
 worth of net additional turnover for the establishments supported through the Account and Client Managed programme
· An estimated £613m (+/- 3.83%) of net additional Gross Value Added (GVA) for the Scottish economy

· Increased employment by a net total of 13,064 absolute jobs and 12,875 full-time equivalent (FTE) jobs (+/- 3.20%)

· Net GVA impact per full-time equivalent employee averaged over the 3 evaluation years of £47,628

· A net additional £110m (+/- 4.31%) of innovation expenditure amongst the targeted establishments. Given that this relates to one year only, the true impact on innovation spend will be considerably greater.

14.6 When the Value for Money of the programme is considered (taking account of costs and net benefits) then the figures look equally impressive. For example each £1 of spend by SE has generated:

· Between £10 and £15 of additional turnover

· Between £4.32 and £6.38 of GVA

· Between £2.28 and £2.91 of innovation expenditure.

14.7 The costs of creating a net additional full time equivalent job through the programme were estimated to range from £7,469 to £10,915.

14.8 In absolute terms these figures look impressive. However, they also seem impressive in relative terms, when the impacts were compared to  5 similar interventions, including Regional Selective Assistance, Business Link and SE’s High Growth Unit. For example:
· Account and Client support achieved the lowest figure for creating a job (£9,557) compared, for example, to £16,625 for the ‘best’ of the Regional Selective Assistance figures

· The GVA achieved for each £1 of spend was, at £4.99, exceeded by only one of the comparators (Advantage West Midlands Cluster Programme) at £5.27.

14.9 In the light of these absolute and relative figures on performance our conclusion is that the programme represents good value for money, performing ‘better’ than many comparators on some of the key economic indicators.

14.10 This performance also means that the programme is making a significant strategic contribution to Scotland’s economic growth and towards the GDP growth targets set out in the Government’s Economic Strategy (GES).  For example, Scotland’s long term average GDP growth rate (measured over the period 1977 to 2007) has been about 0.6% below the United Kingdom  rate. The Scottish Government’s Office of the Chief Economic Adviser has estimated that an extra 0.6%   growth in 2007 would have equated to around an extra £600 million of GDP (it being estimated that the total Scottish GDP at market prices was around £111 billion in 2007).  
14.11 The GVA contribution of the Account and Client Managed programme was estimated to be a net additional £241m in 2006/07.  However, it should be emphasised that the activity evaluated in this study was already taking place in the economy at the time the gap was assessed. In this respect, the figures calculated in this evaluation were already included in the baseline. Had the Account and Client Managed programme not been implemented then, in the absence of some alternative intervention, the gap with the UK growth rate would have been even higher. 
14.12 The study has therefore confirmed that SE interventions in supporting these companies add value to the Scottish economy. However we would argue that there is not a direct relationship between the Account and Client portfolio and economic impact. Simply doubling the numbers of companies in the portfolio will not double the impact on the economy. Moreover, it is very unlikely that there is the volume of companies in the Scottish economy to allow this to happen and still remain consistent with the growth criteria set by SE for inclusion on the programme. 

14.13 However, whilst the economic impact figures are impressive, they should be set against the context of the high levels of deadweight found by the evaluation. Average deadweight on gross annual turnover was 95% over the 3 years under evaluation with average deadweight on employment coming out higher still at 96%. In terms of the distribution of impacts, around two thirds of establishments reported that SE support had made no difference to turnover, profit, employment and innovation spend levels. 

14.14 This leads to two rather sobering conclusions: 

· SE has to accept that it will make no ‘bottom-line’ difference to the majority of companies it engages through its Account and Client Management programme

· Where SE does make an impact it will tend to be modest, usually in the region of less than 10% on any given aspect of business performance.

14.15 However, these findings are typical with the distribution and scale of impacts found in other business support programmes. Indeed, the scale of the DRM programme (2000+ companies) and the fact that the majority of companies are growing (a key criteria for support) means that when individual establishment impacts are combined, the one third which do report net additional benefits, do so to such an extent that the programme represents value for money. It is also the case that were it possible to engineer only marginal improvements in additionality then potentially there could be a big impact.

14.16 The key question is how do you identify the one third of companies with which SE will make an impact? The latter Chapters of the Report focused on this issue with a particular emphasis on GVA impacts and it is to this we now turn.  

What Companies Does SE Impact Upon?
14.17 One of the key findings of the research was that, although GVA impacts are (both in absolute and relative terms) substantial, deadweight is high. As with the other performance metrics, two thirds of the establishments for which it was possible to calculate GVA attributed no impact to SE’s interventions.

14.18 If this is the case then it might make more effective use of public funds if support could be withdrawn from the companies reporting no impact, the justification being that they would achieve growth irrespective of the support SE offers. Were this to be done then there would seem to be three options:

· Allocate more money to supporting the companies that SE already works with so that their net impacts increase

· Target other companies that are not currently Account and Client Managed that have characteristics similar to those that have shown positive GVA growth, or

· Spend less on company support and either make absolute savings or allocate additional finance to other economic development activities.

14.19 The danger with the first of these options is that the positive growth companies might not be able to absorb any more support and/or if they can then there can be no guarantee that GVA growth will be proportionately greater. The danger with the second seems likely to be that there are relatively few companies of any scale in Scotland that are not already Account or Client Managed. There may therefore be no or few additional establishments that could be supported.
14.20 These discussions about targeting also assume that it is possible to produce a specific profile of those companies that can benefit from SE support. The analysis in Chapter 10 has shown that this is difficult, with the zero and positive impact establishments being characterised more by similarities than differences.

14.21 Where there are differences these tend to raise intriguing questions for SE. For example, the zero impact establishments show greater turnover and profit growth over time than do those reporting positive impacts, although employment growth is very similar. Table 14.1 summarises the main differences between the two sub-sets of establishments, drawing on the earlier analysis.

Table 14.1- Differences Between Zero and Positive GVA Impact Establishment Profiles

	Characteristic
	Zero Impact
	Positive Impact

	Average number of employees
	105
	53

	Average turnover
	£13 million
	£6 million

	Percentage of staff with degree level qualifications
	34%
	44%

	Turnover change (2004-06)
	£3 million
	£0.8 million

	Profit change (2004-06)
	£0.3 million
	£0.2 million

	Source: GEN Survey of Designated Relationship Managed Establishments, 2008 n=555


14.22 One theory to explain the differences seen above is that what might be being observed is a lag effect:

· When support is initially provided companies exhibit modest growth yet as they are relatively small, with limited internal management resources, the support is well received and is perceived to be having an impact

· As the initial support gradually begins to have a greater impact, in terms of turnover and profit growth, the companies become more self confident and, although they are still willing to receive support from SE (and still think highly of it), they are less willing to ascribe impacts to this support. If this interpretation is correct then what is being observed is less an economic development impact and more a psychological one.

14.23 Unfortunately there is little evidence to support such a theory, indeed the evidence is ambivalent. For example, the average time that SE has worked with zero impact establishments is 6.69 years, with the positive impact sub-set 6.55 years. Were the theory outlined above to be correct then one would expect that zero impact establishments would have been worked with for far longer than the positive ones.

14.24 What Table 14.1 shows is that the establishments that ascribe positive impacts to SE tend to be smaller (in terms of jobs and turnover), younger, have better qualified staff than those claiming zero impacts and are growing less rapidly. However, these broad differences are unlikely to be of much use for targeting support.

14.25 It is also clear that when the geography and sectoral distribution of impacts are examined there are considerable variations. Arguably this could be used as a targeting mechanism. For example, proportionally more establishments in Glasgow, involved in transport, could be targeted thereby bringing greater benefits. However, the analysis would seem to indicate that the key determinant of these variations is the structure of the local economy. Thus, as a generalisation, GVA impacts are greater in Glasgow as the city contains more companies that SE seems to be capable of impacting on and larger companies, which again seem to generate greater absolute impacts. The fact that impacts in some areas are limited therefore seems to be more a reflection of the nature of the local economy than inefficient and ineffective company services. 

What Influences GVA?

14.26 Selecting companies that will ascribe positive GVA impacts to SE’s interventions seems difficult. Assuming that this could be done, then how could these impacts be maximised? Table 14.2 draws on the earlier Chapters to summarise the key variables that are positively related with GVA.

Table 14.2 - Explaining GVA Impacts – The Key Explanatory Variables
	Variable
	Multiple Regression Coefficient (where relevant)
	Key research findings

	Company Age
	0.47
	

	Exports
	0.36
	

	Overall Satisfaction
	-0.24
	

	Innovation spend
	0.22
	

	Employment change 2004-06
	0.20
	

	Staff qualifications
	0.17
	

	Number of products and services received



	0.17
	Statistically significant relationship with GVA:-

Leadership for Growth
E Business Advisers
Graduates for Business;
Market Development – flexible financial product
International Exhibitions,  Missions and Learning Journeys
 International Strategy Workshop.

	SE Financial input
	0.13
	

	Industrial Sector
	N/A


	Above Average GVA impacts:
Transport
Public administration
Agriculture and Fisheries
Construction
Manufacturing.

Sectors with above average percentage of establishments reporting positive GVA impacts:
Energy and Water
Banking and Finance
Agriculture and Fishing
Other. 

	Headquarters location
	N/A
	Outwith Scotland


14.27 The earlier Chapters have looked in some detail at these relationships and outlined the caveats related to drawing simple conclusions. Some of these are worth reiterating here:

· Some of the relationships may not be reflections of SE’s involvement. For example, is the relationship between GVA and exporting and innovation caused by SE’s interventions or were these establishments already exporting and innovating before SE became involved with them?

· It also seems that relatively few of SE’s products (6 in total) seem to have any relationship with positive, as opposed to zero, GVA impacts. One implication might be that more resources should be allocated to these, especially as not all seemed to be delivered throughout SE’s operational area. However, without further analysis we have no idea if these products are delivered in isolation or if they are being positively reinforced by others that do not appear to be related to positive GVA impacts

· Although it is possible to identify sectors where it appears that SE’s involvement has a greater impact it needs to be remembered that:

· The numbers of establishments in some of these sectors where above average impacts are observed are often small (for example Public Administration)

· The sectors are very broad (Manufacturing) so are likely to hide considerable diversity of activity and company characteristics. There can therefore be no guarantee that additional support will result in the observed impact being replicated

· In some sectors there may be very few companies that are not already receiving support from SE. As such there may be limited scope for targeting more companies whilst there may be issues about the ability of those already being supported to absorb more support in a way that will result in proportionate impacts.

Recommendations

14.28 In the light of the above conclusions what recommendations would we make? Below we make a series of broad recommendations under the headings of Delivery, Monitoring and Appraisal and Further Research. 
DELIVERY
Recommendation One - The DRM programme should continue to be delivered in essentially its current form with a number of refinements.
Justification
14.29 The evaluation has confirmed that the programme delivers impacts and is well thought of. There is also limited, and often ambiguous, evidence as to how it could be better targeted. Given this we feel that it is preferable to maintain a ‘steady as she goes’ policy rather than make dramatic changes.
Recommendation Two – The establishments currently receiving support through the DRM programme should be reviewed.
Justification
14.30 Arguably the key finding from this evaluation has been the high proportion of establishments which report no additionality as a result of SE’s support. This suggests that the DRM portfolio should be reviewed to determine the extent which companies are benefiting from support, both tangibly and intangibly. However, if implemented now (2009) this would be done in the context of a deteriorating economic climate. Accordingly it may be that SE’s immediate role is to focus more on ensuring sustainability than facilitating growth and that any refocusing needs to wait until the economy improves.
Recommendation Three – SE should review the ways in which potential DRM establishments are identified and their suitability for support is appraised.
Justification
14.31 There were 2,039 Account and Client Managed companies in 2007. This evaluation has found that SE has had minimal impact on a substantial proportion of these. It would seem good stewardship of public funds if future support to companies new to the DRM portfolio was targeted at those having the characteristics that this evaluation has shown to be associated with positive GVA impacts. However, although this evaluation has not considered the potential maximum ‘market size’ for the intervention, it seems likely that there are few companies meeting the support criteria which are not known to SE. Given this, the short term impact of such an evaluation may be limited. However, in the medium term, better targeting of support might have the potential to introduce greater dynamism into the DRM portfolio. 
Recommendation Four - The six products identified in Table 13.3 as being significantly associated with positive GVA impacts should be examined in greater detail. If this further investigation supports the evaluation findings, then the products should: 
· Be delivered throughout the SE area (assuming that this has not already been done)
· Have additional resources allocated to them and the impact of these resources monitored to see if this does result in increased GVA.
Similarly, the range of products which were found to have no impact on establishment performance should also be subject to further investigation.
Justification
14.32 What would be useful would be to be able to identify products that seemed to have a significant impact on performance. The six identified here appear to have such an impact. However, in the context of Recommendation One we feel that any change should be gradual and should be closely monitored. If this is not done then there may be a danger of making changes to the portfolio of products that then has an adverse effect upon economic impacts.
Recommendation Five - SE should highlight to Account and Client Managers that it appears that SE can achieve greater impacts in some sectors than in others. 

Justification
14.33 There seems to be some evidence for some sectors being more susceptible to impacts as a consequence of SE’s support than are others. However, we would stop short of suggesting that these sectors should be targeted to the exclusion of others, for the reasons highlighted earlier.
Recommendation Six - SE should consider giving some more support to smaller companies that are either exporting or have aspirations to export. This would be at the expense of larger companies. The impact of this slight resource shift should be monitored.

Justification
14.34 Analysis showed that those reporting positive GVA impacts were generally smaller than those reporting zero impact. Accordingly we are suggesting that, almost on an experimental basis, there should be a slight resource shift. Monitoring would show if this were worth continuing.
Recommendation Seven - SE should develop close links with bodies promoting exporting such as Scottish Development International and actively promote exporting as a business diversification and growth option to Account and Client Managed companies. 

Justification

14.35 The earlier analysis found a link between exporting and GVA impacts. To some extent this may be evidence of self selection in that companies with innovative and dynamic managements are more likely to export. However, there may be other companies that have the appropriate management skill set which can, with suitable support, be encouraged to export with resultant GVA impacts.
Recommendation Eight - SE should develop close links with bodies promoting innovation such as ITI Scotland to ensure that Account and Client managers give additional support to innovative companies.

Justification

14.36 The analysis of the relationships with GVA has highlighted the importance of spending on innovation. Accordingly it would seem that there may be merit in providing greater support to innovative companies in order to boost GVA impacts.
Recommendation Nine - SE should consider setting a limit on the time that it works with companies through the Account and Client Management process. This would imply developing an exit strategy.
Justification
14.37 The analysis did not find any association between GVA impacts and the length of the relationship with SE. This would imply that there is considerable deadweight in some of the support given.
MONITORING AND APPRAISAL 

Recommendation Ten - SE should, as a matter of urgency review the data input to, and the use that is made of, the CRM system. This should also involve refresher training for relevant SE staff. We suggest that progress against this is reviewed in April 2009. 
Justification

14.38 Theoretically the CRM system should have been the foundation of this research, providing detailed profile and growth data on companies as well as details of the support received. In the event this was not done as the data was invariably incomplete and the system was used in different ways by different managers. Given the resources invested in it this seems to be a major missed opportunity. The system has the potential to become a significant knowledge management asset and its potential is not currently being fulfilled. 
Recommendation Eleven - Depending upon what comes out of Recommendation Nine, SE should ensure that there are systems in place to capture the support that is provided to companies. Such systems need to be used by managers and aims and objectives need to be clear. 

Justification
14.39 The data that is currently captured is incomplete and is of limited use for evaluation purposes. Having an accurate capture system would enable subsequent evaluation exercises to build on this so that resources could be used to address impact issues rather than collecting the type of information that one would assume any service delivery organisation would collate as a matter of course.
Recommendation Twelve – When undertaking appraisals SE should consider the high deadweight found in this evaluation and consider carefully the type of company to be supported and the type of support to be offered.
Justification

14.40 Account and Client Managed support has high deadweight and limited additionality associated with some of the establishments that are supported. How typical this is of SE support is not known. However, the possibility of this being the case needs to be borne in mind when thinking of setting up new initiatives and the initiatives planned accordingly.  
FURTHER RESEARCH 

Recommendation Thirteen - To explore in detail why SE seems to have no impact on some companies we would suggest that case study research be undertaken. This would involve identifying pairs of companies in similar sectors and with similar profile characteristics one of which falls into the zero impact sub-set, the other into the positive impact set.

Justification
14.41 It has been a matter of considerable frustration that it has not been possible to arrive at definitive answers as to why some establishments ascribe no impact to SE’s interventions. Undertaking case study research would enable some of the theories as to why this is so to be explored in detail so that it might be possible to arrive at definitive conclusions that could then influence future delivery of the DRM approach.

Appendix A - Technical Research Report  
A1 - Introduction

The purpose of this Technical Report is to provide an explanatory account of the survey process. This Report covers the survey process from questionnaire development and sample design through fieldwork to response rates and fieldwork outcomes.

The main purpose of the Survey was to explore the relationship between company development (as measured by a range of standard and SE specific indicators) and the products and services that SE provides to companies. 

A total of 740 interviews were undertaken with Designated Relationship Management (DRM) companies that were Account or Client Managed across the SE Network
. Interviews were done by  telephone over a 10 week period from March to May 2008.

A2 - Sampling
Sample Population

The target population for the survey was those companies which were supported by SE and were DRM companies. A full list of all companies which were DRM was supplied by SE and collated into a database using the Customer Relationship Management (CRM) system. To provide a clean population from which to draw the sample, this database was subsequently cleansed in order to remove:

· Companies that have received support for less than 6 months

· Companies with whom there were some form of extenuating circumstances such as legal disputes
· Companies interviewed within the Pilot survey
· Companies of scale

The final population profile is shown in Table A.1.
Table A.1 – DRM Companies by LEC Area
	LEC Area
	Number of DRM Companies 

	
	

	SE Ayrshire 
	181

	SE Borders 
	82

	SE Dumfries & Galloway 
	78

	SE Dunbartonshire 
	130

	SE Edinburgh & Lothians 
	297

	SE Fife 
	87

	SE Forth Valley 
	102

	SE Glasgow 
	202

	SE Grampian 
	280

	SE Lanarkshire 
	177

	SE Renfrewshire 
	139

	SE Tayside 
	161

	Total (Excluding Blank and HIE)
	1,916


Sample Size and Design Issues

The requirements of the sample for the survey were that:
· Interviews should be spread across all 12 LEC areas
· It was to provide a sample that was capable of disaggregation at LEC level with some degree of confidence.
These objectives were met by:

· Setting minimum interview targets by LEC area to achieve the stated accuracy requirements

· Minimising design effects by using random sampling in the more densely populated areas.
The final sample size targets were set upon the basis of a minimum level of statistical reliability which would be perceived to be acceptable at LEC level.  The decision was undertaken on the basis of:

· The margin of error that was tolerable.  The margin of error is the amount of error that you can tolerate. For example, if 90% of respondents answer yes, while 10% answer no, you may be able to tolerate a larger amount of error than if the respondents are split 50-50 or 45-55. Lower margin of error requires a larger sample size.  
· The confidence level or the amount of uncertainty that is tolerable.  The confidence level is the amount of uncertainty you can tolerate. Suppose that you have 20 yes-no questions in your survey. With a confidence level of 95%, you would expect that for one of the questions (1 in 20), the percentage of people who answer yes would be more than the margin of error away from the true answer. The true answer is the percentage you would get if you exhaustively interviewed everyone. Higher confidence level requires a larger sample size.
· The extent to which achieving the proposed sample size is realistic. The desired sample size may not always be realistic due to the size of the population, for example, if it was desired to achieve a sample size which represented 90% of the population this would not be a realistic expectation.
Fieldwork Targets 

The decision was taken to target a minimum sample size at LEC level to provide data accurate to +/- 10% at the 90% level of confidence, however, where possible working towards an achieved sample which would allow achievement of data accurate +/- 10% at the 95% level of confidence. The minimum and target sample sizes are shown in Table A.2.  All are based upon a 50% estimate.  The 50% estimate is the worst case scenario in terms of response, that is 50% say ‘yes’ and 50% say ‘no’.  This is typically used to calculate sample sizes because this gives the largest sample size for a particular level of accuracy,  therefore if the response distribution varies from this (for example, is 70% yes and 30% no) then the level of accuracy associated with the data will be greater.

Table A.2 – Target sample size by LEC area 

	LEC
	Population
	Target Achieved Sample Size (+10% at the 95% level of confidence)
	Minimum Target Sample Size (+10% at the 90% level of confidence)

	SE Ayrshire 
	181
	63
	50

	SE Borders 
	82
	45
	38

	SE Dumfries & Galloway 
	78
	44
	37

	SE Dunbartonshire 
	130
	56
	45

	SE Edinburgh & Lothians 
	297
	73
	56

	SE Fife 
	87
	47
	39

	SE Forth Valley 
	102
	50
	41

	SE Glasgow 
	202
	66
	51

	SE Grampian 
	280
	72
	55

	SE Lanarkshire 
	177
	63
	50

	SE Renfrewshire 
	139
	58
	46

	SE Tayside 
	161
	61
	48

	Total (Excluding Blank and HIE)
	1,916
	698
	556


Drawing the Sample

The sample was drawn utilising a stratified random sampling technique.  Within each LEC, or strata, we selected companies for interview on the basis of a simple random sample.  At its simplest, this would mean, for example, where 10 interviews were to be achieved from a population of 100 every 10th company would be selected for interview. However, given the complexities of the fieldwork process, there was a requirement to over-sample (select more companies than are required for interview) in order to ensure that we can meet the desired response rate. Experience would suggest that a 50% response rate was achievable which allowed attrition within the sample for such things as refusal to participate, being unable to contact the establishment and incorrect company details. As such, our proposition was to over sample by 100%.  

The sampling interval was calculated based upon the number of companies in the stratum, divided by the number of size of the required sample.  As shown below, for Borders, Dumfries and Galloway and Fife and Forth Valley this meant sampling all companies.  However, for Grampian, dividing 144 by 282 provided a target sampling interval of 0.51, meaning it was necessary to sample every second company in this area.
Table A.3 – Sampling Interval 

	LEC
	Number of DRM companies
	Proposed Achieved Sample Size
	Sample to be drawn
	Sample interval

	SE Ayrshire 
	181
	63
	126
	0.70

	SE Borders 
	82
	45
	90
	1.10

	SE Dumfries & Galloway 
	78
	44
	88
	1.13

	SE Dunbartonshire 
	130
	56
	112
	0.86

	SE Edinburgh & Lothians 
	297
	73
	146
	0.49

	SE Fife 
	87
	47
	94
	1.08

	SE Forth Valley 
	102
	50
	100
	0.98

	SE Glasgow 
	202
	66
	132
	0.65

	SE Grampian 
	280
	72
	144
	0.51

	SE Lanarkshire 
	177
	63
	126
	0.71

	SE Renfrewshire 
	139
	58
	116
	0.83

	SE Tayside 
	161
	61
	122
	0.76

	Total (Excluding Blank and HIE)
	1,916
	698
	1,396
	


Early in the fieldwork process it proved to be difficult to access company contacts in a number of areas and it was difficult to set up interviews. This led to concern that it would be difficult to achieve the desired response rate. As such, additional samples were drawn for SE Edinburgh and Lothians, SE Grampian, SE Ayrshire, SE Glasgow and SE Lanarkshire. This meant that, should it prove difficult to achieve the required number of interviews, then the additional sample could be used.   However, this sample was only issued to interviewers as and when required.  The total sample allocated in these areas is shown in Table A4.:
Table A.4 – Additional sample 

	LEC
	Number of DRM companies
	Original Sample
	Additional Sample Utilised
	Total Sample Size

	SE Ayrshire 
	181
	126
	11
	137

	SE Edinburgh & Lothians 
	297
	146
	56
	202

	SE Glasgow 
	202
	132
	32
	164

	SE Grampian 
	280
	144
	35
	179

	SE Lanarkshire 
	177
	126
	22
	148


A3 - Fieldwork Outcomes

The survey's administration procedures are designed to minimise the impact of problems such as potential respondents not being available or being unable to take part because of communication difficulties. Interviewers were required, for example, to make a minimum of 6 calls to each company on different days and at different times before it was considered a 'no contact'. Even then, sampled companies were reissued at a later stage in the fieldwork when it was felt that the sample was exhausted and the target number of interviews had not been  achieved. Similarly 'soft' refusals such as 'too busy' were reissued.

Nevertheless, participation in surveys is voluntary and some potential respondents refused to take part. Similarly, no contact might be made with a company as contact details were incorrect. 

Sample performance

The sampling for the survey makes assumptions about the proportion of contacts that will be ineligible for interview in each LEC. Ineligible contacts would include a company ceasing to trade or the telephone number being unobtainable. The extent to which these assumptions are accurate has an important bearing on the survey outcomes. If there are more 'deadwood' contacts, the interviewers have a smaller pool of companies from which to achieve the target number of interviews. Conversely, a smaller proportion of 'deadwood' addresses should make it easier to achieve the target number of interviews but this target will be met with a lower response rate. Thus, overall, if the proportion of deadwood differs from the sampling assumptions this might have some impact on achieving the interview target and the target response rate. This does not, however, affect the statistical validity of the sample as the level of statistical accuracy associated with the sample is a factor of the overall company population and the number of interviews achieved.

Fieldwork performance
The profile of the sample selected and the level of deadwood are primarily qualities of the sampling frame and the assumptions used to sample. Inaccuracy and bias in these can have a knock-on effect on fieldwork performance. The other elements of fieldwork performance reflect:

· Survey administration procedures and interviewer performance 

· The availability of the relevant company contacts to be interviewed 

· The ability of the relevant company contacts to participate in the interview 

· The willingness of the relevant company contacts to participate in the survey.

Performance on each of these elements (as well as deadwood) is recorded as part of interviewers' attempts to secure interviews although there is, inevitably, interaction between these different aspects of performance. Overall, performance is summarised in the survey response rate and this is shown in Table A.5.  
Table A.5 – Overall performance 

	Outcome
	Number
	Percentage
	Valid percentage

	Completed Interview 
	740
	48%
	51%

	Partially Completed Interview
	7
	0%
	0%

	Refusal
	168
	11%
	11%

	Refusal- company policy
	15
	1%
	1%

	Refusal- taken part in recent survey
	14
	1%
	1%

	Refusal – no/ not enough contact with SE
	23
	2%
	2%

	Refusal – unwilling to provide information required
	16
	1%
	1%

	Nobody at site to answer questions
	21
	1%
	1%

	Not available in deadline
	26
	2%
	2%

	Ill/ in hospital/ long term sick
	6
	0%
	0%

	Engaged
	3
	0%
	0%

	Fax line
	4
	0%
	0%

	No reply / answer phone
	35
	2%
	2%

	No contact 
	384
	25%
	26%

	Total Eligible for Interview
	1,462
	96%
	100%

	Wrong number
	24
	2%
	

	Dead line/ number unobtainable
	19
	1%
	

	No incoming calls
	14
	1%
	

	Company closed
	8
	1%
	

	Total Ineligible for Interview
	65
	4%
	

	Total Issued Company Contacts
	1,527
	100%
	


Analysis of Non Responses
An analysis of non response by LEC area is noted in Table A.6 on the following  pages. In summary, it can be seen that the ‘no contact’ rates range from 11% in Edinburgh to 46% in Forth Valley. Interesting the initial analysis of the survey results found that there was considerable variation in satisfaction levels across LEC areas. For example, Forth Valley and Lanarkshire (having respectively 46% and 28% no contact rates) had above average satisfaction levels. At the other extreme, below average satisfaction was found in Fife and Grampian (with 35% and 15% no contact rates). It may be that the rate of no contacts is related to satisfaction levels, with the no contacts being more likely to express negative opinions.

Table A.6 – Analysis of non-responses by LEC 

	 
	SE Ayrshire
	SE Borders
	SE D&G
	SE Dunbarton
	SE Ed & Lothian

	Outcome
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %

	Completed Interview 
	58
	42%
	46%
	39
	48%
	50%
	37
	47%
	49%
	46
	41%
	43%
	136
	67%
	69%

	Partially Completed Interview
	 
	0%
	0%
	1
	1%
	1%
	 0
	0%
	0%
	1
	1%
	1%
	1
	0%
	1%

	Refusal
	19
	14%
	15%
	14
	17%
	18%
	10
	13%
	13%
	15
	13%
	14%
	13
	6%
	7%

	Refusal- company policy
	1
	1%
	1%
	3
	4%
	4%
	1
	1%
	1%
	0 
	0%
	0%
	1
	0%
	1%

	Refusal- taken part in recent survey
	2
	1%
	2%
	1
	1%
	1%
	2
	3%
	3%
	 0
	0%
	0%
	3
	1%
	2%

	Refusal – no/ not enough contact with SE
	2
	1%
	2%
	3
	4%
	4%
	1
	1%
	1%
	2
	2%
	2%
	2
	1%
	1%

	Refusal – unwilling to provide information required
	2
	1%
	2%
	0 
	0%
	0%
	1
	1%
	1%
	3
	3%
	3%
	3
	1%
	2%

	Nobody at site to answer questions
	1
	1%
	1%
	0 
	0%
	0%
	4
	5%
	5%
	2
	2%
	2%
	3
	1%
	2%

	Not available in deadline
	5
	4%
	4%
	0 
	0%
	0%
	2
	3%
	3%
	 0
	0%
	0%
	4
	2%
	2%

	Ill/ in hospital/ long term sick
	1
	1%
	1%
	0 
	0%
	0%
	1
	1%
	1%
	 0
	0%
	0%
	2
	1%
	1%

	Engaged
	 0
	0%
	0%
	0 
	0%
	0%
	 0
	0%
	0%
	0 
	0%
	0%
	0 
	0%
	0%

	Fax line
	 0
	0%
	0%
	0 
	0%
	0%
	 0
	0%
	0%
	1
	1%
	1%
	0 
	0%
	0%

	No reply / answer phone
	2
	1%
	2%
	2
	2%
	3%
	2
	3%
	3%
	2
	2%
	2%
	6
	3%
	3%

	No contact 
	34
	25%
	27%
	15
	18%
	19%
	15
	19%
	20%
	35
	31%
	33%
	22
	11%
	11%

	Total Eligible for Interview
	127
	93%
	100%
	78
	95%
	100%
	76
	97%
	100%
	107
	96%
	100%
	196
	97%
	100%

	Wrong number
	7
	5%
	 
	2
	2%
	 
	1
	1%
	 
	2
	2%
	 
	1
	0%
	 

	Dead line/ number unobtainable
	0 
	0%
	 
	 0
	0%
	 
	1
	1%
	 
	 0
	0%
	 
	4
	2%
	 

	No incoming calls
	3
	2%
	 
	1
	1%
	 
	 0
	0%
	 
	2
	2%
	 
	 0
	0%
	 

	Company closed
	0 
	0%
	 
	1
	1%
	 
	0 
	0%
	 
	1
	1%
	 
	1
	0%
	 

	Total Ineligible for Interview
	10
	7%
	 
	4
	5%
	 
	2
	3%
	 
	5
	4%
	 
	6
	3%
	 

	Total Issued Company Contacts
	137
	100%
	 
	82
	100%
	 
	78
	100%
	 
	112
	100%
	 
	202
	100%
	 


Table A.6 – Analysis of non-responses by LEC (cont.)

	 
	SE Fife
	SE FV
	SE Glasgow
	SE Grampian

	Outcome
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %

	Completed Interview 
	34
	39%
	41%
	42
	42%
	43%
	69
	42%
	44%
	101
	56%
	60%

	Partially Completed Interview
	 0
	0%
	0%
	 0
	0%
	0%
	0 
	0%
	0%
	2
	1%
	1%

	Refusal
	10
	11%
	12%
	8
	8%
	8%
	16
	10%
	10%
	21
	12%
	12%

	Refusal- company policy
	1
	1%
	1%
	 0
	0%
	0%
	1
	1%
	1%
	5
	3%
	3%

	Refusal- taken part in recent survey
	1
	1%
	1%
	 0
	0%
	0%
	 0
	0%
	0%
	1
	1%
	1%

	Refusal – no/ not enough contact with SE
	1
	1%
	1%
	1
	1%
	1%
	1
	1%
	1%
	3
	2%
	2%

	Refusal – unwilling to provide information required
	1
	1%
	1%
	1
	1%
	1%
	1
	1%
	1%
	 0
	0%
	0%

	Nobody at site to answer questions
	1
	1%
	1%
	 0
	0%
	0%
	3
	2%
	2%
	 0
	0%
	0%

	Not available in deadline
	1
	1%
	1%
	 0
	0%
	0%
	4
	2%
	3%
	5
	3%
	3%

	Ill/ in hospital/ long term sick
	1
	1%
	1%
	 0
	0%
	0%
	 0
	0%
	0%
	0 
	0%
	0%

	Engaged
	 0
	0%
	0%
	 0
	0%
	0%
	1
	1%
	1%
	 0
	0%
	0%

	Fax line
	 0
	0%
	0%
	 0
	0%
	0%
	 0
	0%
	0%
	 0
	0%
	0%

	No reply / answer phone
	2
	2%
	2%
	 0
	0%
	0%
	2
	1%
	1%
	5
	3%
	3%

	No contact 
	29
	33%
	35%
	45
	45%
	46%
	60
	37%
	38%
	26
	15%
	15%

	Total Eligible for Interview
	82
	94%
	100%
	97
	97%
	100%
	158
	96%
	100%
	169
	94%
	100%

	Wrong number
	1
	1%
	 
	2
	2%
	 
	2
	1%
	 
	2
	1%
	 

	Dead line/ number unobtainable
	3
	3%
	 
	1
	1%
	 
	3
	2%
	 
	5
	3%
	 

	No incoming calls
	 0
	0%
	 
	 0
	0%
	 
	1
	1%
	 
	2
	1%
	 

	Company closed
	1
	1%
	 
	 0
	0%
	 
	 0
	0%
	 
	1
	1%
	 

	Total Ineligible for Interview
	5
	6%
	 
	3
	3%
	 
	6
	4%
	 
	10
	6%
	 

	Total Issued Company Contacts
	87
	100%
	 
	100
	100%
	 
	164
	100%
	 
	179
	100%
	 


Table A.6 – Analysis of non-responses by LEC (cont.)

	 
	SE Lanarkshire
	SE Renfrewshire
	SE Tayside

	Outcome
	No
	%
	Valid %
	No
	%
	Valid %
	No
	%
	Valid %

	Completed Interview 
	68
	46%
	47%
	48
	41%
	43%
	62
	51%
	53%

	Partially Completed Interview
	 0
	0%
	0%
	1
	1%
	1%
	1
	1%
	1%

	Refusal
	14
	9%
	10%
	13
	11%
	12%
	15
	12%
	13%

	Refusal- company policy
	1
	1%
	1%
	1
	1%
	1%
	 
	0%
	0%

	Refusal- taken part in recent survey
	1
	1%
	1%
	1
	1%
	1%
	2
	2%
	2%

	Refusal – no/ not enough contact with SE
	2
	1%
	1%
	2
	2%
	2%
	3
	2%
	3%

	Refusal – unwilling to provide information required
	2
	1%
	1%
	1
	1%
	1%
	1
	1%
	1%

	Nobody at site to answer questions
	4
	3%
	3%
	3
	3%
	3%
	0 
	0%
	0%

	Not available in deadline
	4
	3%
	3%
	 0
	0%
	0%
	1
	1%
	1%

	Ill/ in hospital/ long term sick
	1
	1%
	1%
	 0
	0%
	0%
	 0
	0%
	0%

	Engaged
	2
	1%
	1%
	 0
	0%
	0%
	 0
	0%
	0%

	Fax line
	2
	1%
	1%
	1
	1%
	1%
	 0
	0%
	0%

	No reply / answer phone
	3
	2%
	2%
	4
	3%
	4%
	5
	4%
	4%

	No contact 
	40
	27%
	28%
	37
	32%
	33%
	26
	21%
	22%

	Total Eligible for Interview
	144
	97%
	100%
	112
	97%
	100%
	116
	95%
	100%

	Wrong number
	2
	1%
	 
	2
	2%
	 
	 0
	0%
	 

	Dead line/ number unobtainable
	1
	1%
	 
	 0
	0%
	 
	1
	1%
	 

	No incoming calls
	 00
	0%
	 
	2
	2%
	 
	3
	2%
	 

	Company closed
	1
	1%
	 
	 0
	0%
	 
	2
	2%
	 

	Total Ineligible for Interview
	4
	3%
	 
	4
	3%
	 
	6
	5%
	 

	Total Issued Company Contacts
	148
	100%
	 
	116
	100%
	 
	122
	100%
	 


Achieved Sample

The achieved sample size, by LEC area is shown in Table A.7 with an indication of the minimum level of data accuracy at the 90% level of confidence, and at the 95% level of confidence where we were able.  
Table A.7 – Sample achieved by LEC area 

	LEC
	Number of DRM companies
	Achieved Sample Size
	Level of Accuracy Achieved at the 90% level of confidence
	Level of Accuracy Achieved at the 95% level of confidence

	SE Ayrshire 
	181
	58
	+8.93%
	+10.64%

	SE Borders 
	82
	39
	+9.60%
	+11.43%

	SE Dumfries & Galloway 
	78
	37
	+9.87%
	+11.76%

	SE Dunbartonshire 
	130
	46
	+9.79%
	+11.66%

	SE Edinburgh & Lothians 
	297
	136
	+5.20%
	+6.20%

	SE Fife 
	87
	34
	+11.07%
	+13.19%

	SE Forth Valley 
	102
	42
	+9.79%
	+11.65%

	SE Glasgow 
	202
	69
	+8.05%
	+9.60%

	SE Grampian 
	280
	101
	+6.55%
	+7.81%

	SE Lanarkshire 
	177
	68
	+7.85%
	+9.35%

	SE Renfrewshire 
	139
	48
	+9.64%
	+11.49%

	SE Tayside 
	161
	62
	+8.22%
	+9.79%

	Total (Excluding Blank and HIE)
	1,916
	740
	+2.37%
	+2.82%


Sampling Error 

The level of accuracy cited above is known as the ‘sampling error’.  The results of a survey based on a sample will not necessarily coincide with the exact results that would have been obtained by a full scale study of the total population. Some error (known as sampling error) may have arisen simply because not everyone will have been included in the sample.

The aim of calculating sampling errors is to indicate the confidence which you can have in a particular result. Thus, if we find that 50% of the sample behaves in a certain way, the key question is the extent to which this percentage may differ from the true population proportion simply because our results are based only on a sample. The sampling error allows you to say, for example, that the true range is likely to fall within the range of, for example 45% and 55%.  This is expressed in the form +/- 5%.

The Finite Population Correction Factor has been applied to the calculation of the level of accuracy cited above due to the fact that, in all LEC areas, the sample size is greater than 5% of the population. The Correction Factor measures how much extra precision we achieve when the sample size become close to the population size.

In survey work, the actual size of the sampling error is dependent on three factors:
· The variability of the population being studied. Clearly, if everyone in the sample being studied were identical, then any sample would provide an accurate picture of the total. The more varied our population being studied, the larger the potential error from our sample size.

· The size of the sample selected.  In the extreme case, if we take all members of the population as our sample, then clearly the error will be reduced to zero. At the other end of the scale, a sample of one would prove totally inadequate. Thus the size of the sampling error will depend upon the size of the sample selected. It is sometimes mistakenly perceived that the proportion of the population sampled is the key factor in determining the size of the sampling error, indeed, intuitively, this would seem to be a logical relationship. But it is not the case.  

· The third factor is sample design itself. Given a particular sampling situation, the aim of the sample designer is to find the most efficient method of sampling in order to keep the sample size, and therefore survey cost, to a minimum.

The decision regarding sample size is an important matter for consideration and tends to be governed by the desire to sub divide results for different sub groups. The more we want to break down the sample, the larger the total sample will need to be to keep the sampling error small within each sub group.

Although sampling error decreases as the sample size increases, it does not do so in direct proportion.  The decrease in the error is proportional to the square root of the increase in sample size.

The increase in cost corresponding to an increase in sample size is more nearly proportional, though the increase usually brings at least some economies of scale.  Broadly speaking:

· increasing the sample by 100%

· puts up the cost by about 80%

· but reduces error by only about 30%

The law of diminishing returns therefore forms an important part of the sample designer’s work. 
A4 – The Fieldwork Process
Interview Process

In common with many other large-scale government surveys, the survey was carried out using Computer Aided Telephone Interviewing (CATI). This offers a number of important advantages over traditional pen-and-paper interviewing for a survey of this kind. These include the following:

· CATI allows greater complexity in questionnaire design, since routing and 'loops' in the interview can be automated and thus effectively hidden from the interviewer. It also eliminates the need for complex selection procedures during an interview, since random selection can be built into the program. 

· Overall data quality is improved as the need for a separate data entry stage is eliminated and  automatic skip-and-fill routines and range and logic checks reduce the scope for interviewer error. 

· Preliminary data are available at the end of each day's fieldwork and the lack of a separate data entry stage allows faster turnaround of results more generally. 

Interviewing was undertaking utilising SNAP survey software.


Questionnaire Development and Changes


The original questionnaire was developed by SE prior to letting the survey contract.  It was designed to be consistent with, SE’s Economic Impact Assessment Guidance Note (2007) v1.0, and its Evaluation and Appraisal Guidance.  It was also consistent with the high level discussion of principles and best practice in project appraisal and evaluation as presented in HM Treasury (2003) The Green Book, Appraisal and Evaluation in Central Government. The core of the questionnaire was intended to remain constant, and provide a ‘model’ questionnaire for subsequent evaluations to be undertaken by SE.
Once the consultants had been appointed the questionnaire went through a number of iterations based upon comments from SE Steering Group members, GEN Consulting and Research Resource. The questionnaire was designed so that it was largely structured with closed questions and covered the following topics:
· Establishment background information

· Reasons for working with Scottish Enterprise

· Scottish Enterprise’s performance

· Other sources of support

· Strategic influence

· Public financial inputs to intervention

· Turnover (3 years)

· Profit (3 years) 

· Depreciation (3 years)

· Establishment employment (3 years)

· Innovation

· Feedback and future research

The questionnaire took on average 35 minutes to administer.

Pilot Survey

A pilot survey was undertaken in advance of the full interviewing programme. It was done to evaluate telephone based interviews rather than ones undertaken face-to-face.  It was also done to allow assessment of the questionnaire in terms of structure, flow, ease of response, comprehension, routing and timing.  
A total of 27 pilot interviews were undertaken, 14 by telephone and 13 on a face-to-face basis.  Both the telephone and face-to-face pilots were undertaken by more than one researcher so that any interviewer bias in delivery of the questionnaire could   be identified and subsequently eliminated. Further revision to the questionnaire was undertaken after the  pilot was completed..  
The final CATI questionnaire was then set up by Research Resource and a CATI pilot and briefing session was undertaken for Research Resource interviewers by GEN Consulting and SE.
Fieldwork

Research Resource was responsible for the fieldwork element of the project.  A team of 12 interviewers attended a briefing session which was conducted by Research Resource.  The briefing session covered full instructions on the conduct of the survey. Written instructions were given to all interviewers. Fieldwork started on 12th March 2008 and continued over 10 weeks, being completed on 19th May 2008.
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Survey Administration

Question 1 Initial Inquiry

ASK TELEPHONIST

A) Good morning/ afternoon. My name is (YOUR NAME) and I’m calling from (YOUR FIRM). Can I just check, is this (COMPANY NAME).
	

	Yes correct
	1
	GO TO Q2

	No- Company name wrong
	2
	ASK 1B

	Hard appointment
	3
	MAKE APPOINTMENT

	Soft appointment
	4
	

	Refusal
	5
	CLOSE

	Refusal- company policy
	6
	

	Refusal- taken part in recent survey
	7
	

	Nobody at site to answer questions
	8
	

	Not available in deadline
	9
	

	Engaged
	10
	

	Fax line
	11
	

	No reply / answer phone
	12
	

	Residential number
	13
	

	Dead line
	14
	

	Company closed
	15
	


B) What is your company’s correct name? WRITE IN
	


ASK TO SPEAK TO PRE-ARRANGED INTERVIEW CONTACT

Question 2 Request for Contact

May I speak to (NAMED CONTACT)?

	Yes, put through
	1
	GO TO Q3

	HQ referral
	2
	RECORD REFERRAL DETAILS

	Hard appointment
	3
	MAKE APPOINTMENT

	Soft appointment
	4
	

	Refusal
	5
	CLOSE

	Refusal- company policy
	6
	

	Refusal- taken part in recent survey
	7
	

	Nobody at site able to answer questions
	8
	

	Not available during fieldwork period
	9
	


ASK ALL: 

Good morning/afternoon my name is (YOUR NAME) and I’m calling from (RESEARCH RESOURCE) We are currently carrying out a survey on behalf of Scottish Enterprise.

The purpose of this research is to provide an overview of the benefits to customers from Scottish Enterprise services. The survey aims to help Scottish Enterprise and the Scottish Government meet the needs of businesses. Your co-operation will ensure that the views expressed are representative of all Scottish Enterprise customers.

Participation in the study is entirely voluntary and responses will not be attributed to any individual or company. Results will be reported to the survey sponsors on an unidentifiable basis only.

The interview will take around 30 minutes to conduct. 

RE-ASSURANCES TO USE IF NECESSARY: IF RESPONDENT WISHES TO CONFIRM VALIDITY OF SURVEY OR GET MORE INFORMATION ABOUT AIMS AND OBJECTIVES, THEY CAN CALL:

· GEN: Vincent Percy,  Tel 0845 120 6244

· Scottish Enterprise: Dr Alastair McPherson (0141 228 2522) or Paul Hughes (0141 228 2512)

 Question 3 Confirmation to Interview

I would like to ask you some questions about the activities carried out here, and the services you have received from Scottish Enterprise. Can I confirm you are the best person at this location to talk to?
	Yes
	1
	ASK NEXT Q

	Someone else at this establishment:
	2
	TRANSFER AND RE-INTRODUCE

	WRITE NAME
	
	

	WRITE JOB TITLE
	
	

	Hard appointment
	3
	MAKE APPOINTMENT

	Soft appointment
	4
	

	Refusal
	5
	THANK & CLOSE

	Refusal- company policy
	6
	

	Refusal- taken part in recent survey
	7
	

	Nobody at site able to answer questions
	8
	

	Not available in deadline
	9
	


Question 4 Respondent Location

IF PRE CODED DATA

Can you confirm that the postcode of this establishment is?

IF NO PRE CODED DATA

What is the postcode of this establishment?

	Postcode
	

	Don’t Know
	88


Establishment Background Information

The next section of the survey asks for background information on the age of this establishment, its role within your organisation, country of ownership and industry.

Question 5 Age of Establishment

In what year did this establishment first open for business…?

	 
	WRITE YEAR (YYYY)
	
	

	
	Don’t know
	DK


Question 6 HQ Function 

Is this establishment your company’s headquarters?

	
	Yes
	1
	IF YES GO TO Q9

	
	No
	2
	IF NO GO TO Q7

	
	Don’t know
	88
	IF YES GO TO Q7


Question 7 Ownership 

Is this establishment a subsidiary, branch plant, or branch office of a larger parent organisation…?

	
	Yes
	1
	IF YES GO TO Q8

	
	No
	2
	IF NO GO TO Q9

	
	Don’t know
	88
	IF YES GO TO Q9


Question 8 HQ Country 

In which country is this organisation’s overall headquarters located…?

	
	WRITE COUNTRY
	

	THEN CODE AS
	Scotland
	1

	
	Other UK
	2

	
	Other EU
	3

	
	Other Europe
	4

	
	North America
	5

	
	Central/South America
	6

	
	Middle East
	7

	
	Asia
	8

	
	Australasia
	9

	
	Africa
	10

	
	Don’t Know
	88

	
	No answer
	99


Question 9 Industry

Can I confirm what this establishment mainly makes or does?

WRITE INDUSTRY ACTIVITY 

	


Reason for Working with Scottish Enterprise, Scottish Enterprise Performance, and Other Sources of Support

I’d like to go on now to ask about this establishment’s reasons for working with Scottish Enterprise, the performance of Scottish Enterprise, and other sources of business development support this establishment has used.

Question 10 Length of Relationship

In what year did you first start working with a Scottish Enterprise Account or Client Manager? By this we mean regular or detailed communication with a representative of Scottish Enterprise assigned to assist your business. In some cases this may also include a representative from Scottish Development International. 

PROBE FOR A ‘BEST GUESS’ IN TERMS OF YEAR, IF THEY DO NOT KNOW EXACTLY

	
	WRITE YEAR
	

	
	Don’t know
	DK


Question 11 Rationale for Working with Scottish Enterprise

What are your main reasons for working with Scottish Enterprise? 

TICK ALL THAT APPLY BUT DO NOT PROMPT
	Scottish Enterprise service was free
	1

	To access funding
	2

	Private sector was too expensive
	3

	Impartiality of Scottish Enterprise
	4

	Quality of Scottish Enterprise services
	5

	Trust in the relationship with Scottish Enterprise
	6

	No awareness of private sector offering
	7

	Other ( SPECIFY)
	8

	
	


Question 12 Review of Interventions and Most important interventions

Scottish Enterprise records indicate that you have received the following types of support…  READ OUT TYPES FROM DATBASE. You may also have received other general types of support such as general business advice or information on other sources of help.
Overall, what are the main services or types of assistance provided by Scottish Enterprise that have most improved your business performance? RECORD ALL
	1.

	2.

	3.

	4.

	5.

	Other




Question 13 Overall Satisfaction

Overall, on a scale of 1 to 5, where 1 is very satisfied, and 5 is very dissatisfied, how satisfied or dissatisfied are you with the service that you have received from Scottish Enterprise? 

ASK AND RECORD

	Very satisfied
	1

	Fairly satisfied
	2

	Neither satisfied nor dissatisfied
	3

	Fairly dissatisfied
	4

	Very dissatisfied
	5

	Don’t know
	88


Question 14 Account Manager Performance

The next question asks about how your main Scottish Enterprise contact works with you. Again, using the same scale of 1 to 5, where 1 is very satisfied, and 5 is very dissatisfied, how would you rate your satisfaction in the following areas? 

ASK AND RECORD – ROTATE

	
	Very Satisfied
	Fairly Satisfied
	Neither satisfied or dissatisfied
	Fairly Dissatisfied
	Very Dissatisfied
	Don’t Know

	Making an effort to understand your business
	1
	2
	3
	4
	5
	88

	Making it clear from the start if and how Scottish Enterprise can help
	1
	2
	3
	4
	5
	88

	Being able to access the know-how to offer what is right for your business
	1
	2
	3
	4
	5
	88

	Jointly agreeing actions
	1
	2
	3
	4
	5
	88

	Reviewing progress against those actions with you
	1
	2
	3
	4
	5
	88

	Providing clear explanations for decisions
	1
	2
	3
	4
	5
	88

	Being clear about your role in making this a successful partnership
	1
	2
	3
	4
	5
	88

	Being proactive in bringing new ideas to your business
	1
	2
	3
	4
	5
	88

	Delivering value to your organisation
	1
	2
	3
	4
	5
	88

	The speed with which your key contact is able to help resolve problems and/or enquiries
	1
	2
	3
	4
	5
	88

	Frequency of contact that is appropriate to the needs of your business
	1
	2
	3
	4
	5
	88


Question 15 Overall Package of Support

Thinking now about the overall package of support that you have received from Scottish Enterprise, how would you rate your satisfaction in the following areas, again using the scale of 1 to 5 where 1 is very satisfied and 5 is very dissatisfied:

ASK AND RECORD

	
	Very Satisfied
	Fairly Satisfied
	Neither satisfied Nor dissatisfied
	Fairly Dissatisfied
	Very Dissatisfied
	Don’t Know

	Providing tailored responses to your business needs
	1
	2
	3
	4
	5
	88

	Delivering against promises made
	1
	2
	3
	4
	5
	88

	The processes for accessing support 
	1
	2
	3
	4
	5
	88


Question 16 Overall Package of Support (Continued)

Thinking again about the overall package of support that you have received from Scottish Enterprise, to what extent do you agree or disagree with the following statements.  

Can I ask you to state the extent to which you agree with each statement using a scale of 1 to 5 where 1 is strongly agree and 5 is strongly disagree.

ASK AND RECORD

	
	Strongly agree
	Agree
	Neither agree or disagree
	Disagree
	Strongly disagree
	Not Applicable
	Don’t Know

	If my key contact has changed, SE has handled the change well
	1
	2
	3
	4
	5
	77
	88

	We received advice which we could not have accessed
	1
	2
	3
	4
	5
	77
	88


Question 17 Advocacy

With regard to Scottish Enterprise, how would you speak about the organisation?  Please tell me whether you would…

READ OUT SCALE AND RECORD
	Speak highly of it without being asked your opinion
	1

	Speak highly of it if someone asked your opinion
	2

	Be neutral if someone asked your opinion
	3

	Be critical if someone asked your opinion
	4

	Be critical without being asked your opinion
	5

	Don’t Know
	88


Question 18 Access to Business Advice
Apart from Scottish Enterprise, what other main sources of business development advice or support has this establishment used in the last 3 years? 

TICK ALL THAT APPLY BUT DO NOT PROMPT
	Accountant
	1

	Bank
	2

	Business or Management Consultant
	3

	Solicitor/ Lawyer
	4

	
	

	Customers or suppliers
	5

	Other businesses contacts
	6

	Local Chamber of Commerce
	7

	Trade or Business Association
	8

	
	

	General business advice sources on internet / library / business press
	9

	
	

	Friends and Family
	10

	
	

	(NOTE: LINKED TO SE BUT RESPONDENT MAY NOT BE AWARE)
	Business Gateway 
	11

	
	Enterprise Trust
	12

	
	Scottish Development International
	13

	
	

	Official Regulatory Bodies, e.g. Health and Safety Executive, Scottish Environment Protection Agency (SEPA)
	14

	Local Authority/ Local Council
	15

	Scottish Government
	16

	Department of Business, Enterprise and Regulatory Reform (BERR), formerly Dept. of Trade & Industry (DTI) 
	17

	HM Revenue & Customs (HMRC)
	18

	Other UK Government
	19

	
	

	Other (SPECIFY)
	20

	

	None
	21

	Don’t Know
	88


Strategic Influence

The next part of the survey asks about the role Scottish Enterprise has played, in helping you in key areas of business operation.

Question 19 Strategic Influence

Can I ask you to state the extent to which you agree with each of the following statements using a scale of 1 to 5 where 1 is strongly agree and 5 is strongly disagree? Scottish Enterprise has encouraged this establishment to…

ROTATE 

	
	Strongly agree
	Agree
	Neither agree or disagree
	Disagree
	Strongly disagree
	Not Applicable
	Don’t know

	Develop a culture of innovation
	1
	2
	3
	4
	5
	77
	88

	Put in place activity to measure and improve performance and standards in service delivery
	1
	2
	3
	4
	5
	77
	

	Manage and embrace change
	1
	2
	3
	4
	5
	77
	

	Focus on providing visionary leadership across the company
	1
	2
	3
	4
	5
	77
	

	Develop and maintain a business strategy and plan that positions the company for growth
	1
	2
	3
	4
	5
	77
	

	Understand the market in which you work and use this knowledge in planning business activity
	1
	2
	3
	4
	5
	77
	

	Understand the needs of your customers and regularly review service indicators
	1
	2
	3
	4
	5
	77
	

	Be environmentally and socially responsible
	1
	2
	3
	4
	5
	77
	

	Develop a strong financial position from which to act
	1
	2
	3
	4
	5
	77
	

	Have a global perspective in relation to trading or knowledge
	1
	2
	3
	4
	5
	77
	

	Develop mutually beneficial relationships with customers and suppliers
	1
	2
	3
	4
	5
	77
	

	Train and develop staff 
	1
	2
	3
	4
	5
	77
	

	Develop a culture that encourages initiative at all levels
	1
	2
	3
	4
	5
	77
	

	Develop a high awareness and use of Information and Communications Technology
	1
	2
	3
	4
	5
	77
	


 Public Financial Inputs to Intervention
The next questions ask about the money that this establishment has received from Scottish Enterprise, and any other public sector organisations towards business development.

Question 20 Public Sector Input

A) Has this establishment received direct financial support from the public sector, including Scottish Enterprise, since you started working with Scottish Enterprise (INSERT START DATE IN CATI)?

	Yes
	1
	

	No 
	2
	IF NO GO TO Q21

	Don’t Know
	88
	IF DK GO TO Q21


B) How much money has this establishment received from Scottish Enterprise towards business development since you started working with Scottish Enterprise? (INSERT START DATE IN CATI) (FROM RECORDS OR ESTIMATE)

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT RECORD ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE.
	
	£

	Scottish Enterprise (includes Local Enterprise Companies, Scottish Enterprise National, Business Gateway and Scottish Development International)
	


C) How much money in total has this establishment received from other public bodies towards business development since you started working with Scottish Enterprise, for example, from the Scottish Government or Local Authorities? (INSERT START DATE IN CATI) (FROM RECORDS OR ESTIMATE)

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT RECORD ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE.
	
	£

	
	

	Don’t Know
	DK


Establishment Turnover 

This section asks about this establishment’s turnover in each of the last 3 complete financial years and how much Scottish Enterprise has assisted in achieving your current turnover level. 

By turnover we mean the total value of sales of all goods and services, possibly included in your accounts as income, sales or receipts. 

Firstly, can I check what date your financial year ends?

NOTE IF FINANCIAL YEAR NOT ENDING 31st MARCH.

	


REFER TO INTRODUCTORY LETTER AND CHECK IF RESPONDENT HAS FINANCIAL FIGURES TO HAND. IF RESPONDENT HAS FIGURES TO HAND GO TO NEXT Q 

IF NO FIGURES RESCHEDULE OR ASK FOR FIGURES IF CONVENIENT

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT PRODUCE ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE.
Question 21 Gross Turnover 

What was the turnover figure of this establishment in the financial years 2004/05, 2005/06, and 2006/07? 

IF DON’T HAVE ACCOUNTS TO HAND

Can I confirm this establishment’s turnover figure in each of the following years?

	
	£
	Don’t Know
	Not Applicable

	2006/07
	
	DK
	NA

	2005/06
	
	DK
	NA

	2004/05
	
	DK
	NA


Question 22 Turnover Deadweight

22.a Thinking about turnover at this establishment for the last complete financial year, 2006/07, how much different do you think turnover would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would your turnover have been…

	A lot lower
	1
	Go to Q22c

	Moderately lower
	2
	Go to Q22c

	About the same
	3
	Go to Q22b

	Moderately higher
	4
	Go to Q22c

	A lot higher
	5
	Go to Q22c

	Don’t know
	88
	Go to Q22c


22.b When you say ‘about the same’, do you think turnover would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


22.c How much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q23)

_______________________________

22.d Providing your best estimate, how much different do you think the percentage turnover would have been? 

ASK BANDS.

Would it have been between…?

RECORD ACTUAL % IF VOLUNTEERED
	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	RECORD ACTUAL % IF VOLUNTEERED
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO NEXT Q (Q24 time additionality)


IF ACTUAL % NOT ALREADY PROVIDED ASK:

Again, providing your best estimate, within the band you have selected, how much different do you think your turnover for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (£)
	
	Higher (£) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION (go to Q24)

Question 23 Annual Turnover Deadweight Variation

How different would this establishment’s turnover have been without Scottish Enterprise support for the following years. Please indicate the approximate percentage lower or higher?

	
	2004/05 (%)
	2005/06 (%)

	
	
	

	Don’t Know
	DK
	DK

	Not Applicable
	NA
	NA


Question 24 Turnover Time Additionality

Thinking about your turnover figure for 2006/07, has support by Scottish Enterprise brought forward or delayed achievement of this figure?

	A
	
	B

	Delayed
	1
	IF NO DIFFERENCE OR DK SKIP TO Q25
	Delayed by over 2 years
	1

	
	
	
	Delayed by between 1 and  2 years
	2

	
	
	
	Delayed by up to 1 year
	3

	No difference
	2
	
	
	

	Brought Forward
	3
	
	Brought forward by up to 1 year
	4

	
	
	
	Brought forward by between 1 and  2 years
	5

	
	
	
	Brought forward by over 2 years
	6

	Don’t Know
	88
	
	Don’t Know
	88


Question 25 International Revenues

For the last complete financial year, 2006/07, please estimate the percentage of revenues to this establishment, in the form of export sales and other international revenues, from…

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT RECORD ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE.
	
	2006/07

	The Rest of World (excluding other parts of the UK)
	

	The Rest of UK (excluding Scotland)
	

	Don’t Know
	DK


Other Financial Data
I would like to ask a number of questions about this establishment’s published financial data over the last three financial years. These are important measures that when combined with employment and turnover will help Scottish Enterprise understand the overall economic impact of its support.

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT RECORD ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE
Question 26 Profit

What were the profit figures for this establishment in the last three financial years (by profit we mean the operating profit in your annual accounts. This may also be classed as net profit or profit to owner’s capital account)?

	
	
	
	
	

	Non Profit Organisation
	Yes
	
	
	

	
	£
	NOTE IF LOSS
	Don’t Know
	Not Applicable

	2006/07
	
	1
	DK
	NA

	2005/06
	
	1
	DK
	NA

	2004/05
	
	1
	DK
	NA


Question 27 Profit Deadweight

27.a Thinking about profit at this establishment for the last complete financial year, 2006/07, how much different do you think profit would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would your profit have been…

	A lot lower
	1
	Go to Q27c

	Moderately lower
	2
	Go to Q27c

	About the same
	3
	Go to Q27b

	Moderately higher
	4
	Go to Q27c 

	A lot higher
	5
	Go to Q27c

	Don’t know
	88
	Go to Q27c


Q27.b When you say ‘about the same’, do you think profit would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


Q27.c How much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q28)

_______________________________

Q27.d Providing your best estimate, in which of the following bands would the percentage difference be placed?

ASK OR RECORD.

	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO NEXT Q (Q29 time additionality)


Again, providing your best estimate, within the band you have selected how much different do you think your profit for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (£)
	
	Higher (£) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION

Question 28 Annual Profit Deadweight Variation

How different would this establishment’s profit have been without Scottish Enterprise support for the following years. Please indicate the approximate percentage lower or higher?

	
	2004/05 (%)
	2005/06 (%)

	
	
	

	Don’t Know
	DK
	DK

	Not Applicable
	NA
	NA


Question 29 Depreciation

What has the level of depreciation been at this establishment in each of the last three financial years (by depreciation we mean the decline in price of an asset over time and recorded in your annual accounts as depreciation)?

	
	£
	Don’t know
	Not Applicable

	2006/07
	
	DK
	NA

	2005/06
	
	DK
	NA

	2004/05
	
	DK
	NA


Question 30 Depreciation Deadweight

Q30.a Thinking about depreciation at this establishment for the last complete financial year, 2006/07, how much different do you think depreciation would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would your depreciation have been…

	A lot lower
	1
	Go to Q30c

	Moderately lower
	2
	Go to Q30c

	About the same
	3
	Go to Q30b

	Moderately higher
	4
	Go to Q30c

	A lot higher
	5
	Go to Q30c

	Don’t know
	88
	Go to Q30c


Q30. b When you say ‘about the same’, do you think depreciation would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


Q30.cHow much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q31)

_______________________________

Q30. d Providing your best estimate, in which of the following bands would the percentage difference be placed?

ASK OR RECORD.

	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO NEXT Q (Q32 time additionality)


Again, providing your best estimate, within the band you have selected how much different do you think your depreciation for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (£)
	
	Higher (£) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION

Question 31 Annual Depreciation Deadweight Variation

How different would this establishment’s depreciation have been without Scottish Enterprise support for the following years. Please indicate the approximate percentage lower or higher?

	
	2004/05 (%)
	2005/06 (%)

	
	
	

	Don’t Know
	DK
	DK

	Not Applicable
	NA
	NA


Establishment Employment

I now have a few questions about job numbers at this establishment. 

 Question 32 Gross Employment

A) How many staff were employed at this establishment in each of the last 3 financial years? By ‘employed’ we mean number of persons doing paid work in the last week of the financial year.

B) How many of these were part-time employees?

NOTE: THE CLASSIFICATION BETWEEN FULL-TIME AND PART-TIME WORK IS ON THE BASIS OF RESPONDENT ASSESSMENT

	
	2006/07
	2005/06
	2004/05

	Number employed
	
	
	

	Part time 
	
	
	

	Don’t Know
	DK
	DK
	DK

	Not Applicable
	NA
	NA
	NA


Question 33 Employment Deadweight

Q33.a Thinking about the number of employees at this establishment for the last complete financial year, 2006/07, how much different do you think the number would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would employment have been…

	A lot lower
	1
	Go to Q33c

	Moderately lower
	2
	Go to Q33c

	About the same
	3
	Go to Q33b

	Moderately higher
	4
	Go to Q33c

	A lot higher
	5
	Go to Q33c

	Don’t know
	88
	Go to Q33c


Q33.b When you say ‘about the same’, do you think the number of employees would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


Q33.c How much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q34)

_______________________________

Q33.d Providing your best estimate, in which of the following bands would the percentage difference be placed?

ASK OR RECORD.

	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO NEXT Q (Q35 time additionality)


Again, providing your best estimate, within the band you have selected how much different do you think your employment for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (number)
	
	Higher (number) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION

Question 34 Annual Employment Deadweight Variation

How different would this establishment’s employment have been without Scottish Enterprise support for the following years. Please indicate the approximate percentage lower or higher?

	
	2004/05 (%)
	2005/06 (%)

	
	
	

	Don’t Know
	DK
	DK

	Not Applicable
	NA
	NA


Question 35 Employment Time Additionality

Thinking about the achievement of your current employment level, has support from Scottish Enterprise brought forward, delayed or made no difference to the achievement of your current level

	A
	
	B

	Delayed
	1
	IF NO DIFFERENCE OR DK SKIP TO Q36
	Delayed by over 2 years
	1

	
	
	
	Delayed by between 1 and  2 years
	2

	
	
	
	Delayed by up to 1 year
	3

	No difference
	2
	
	
	

	Brought Forward
	3
	
	Brought forward by up to 1 year
	4

	
	
	
	Brought forward by between 1 and  2 years
	5

	
	
	
	Brought forward by over 2 years
	6

	Don’t Know
	88
	
	Don’t Know
	88


Question 36 Employment Quality Additionality

Has support from Scottish Enterprise made the quality of employees and management…

ASK AND RECORD..

	A lot worse
	1

	Moderately worse
	2

	No different
	3

	Moderately better
	4

	A lot better
	5

	Don’t know
	88


Question 37 Staff Degree Level Qualifications

What proportion of your current staff have degree or degree level vocational qualifications?

	
	2006/07 

	WRITE NUMBER
	

	Don’t know
	88


Question 38 Employee Residence

Approximately how many of this establishment’s employees in the latest financial year (2006/07) were resident outside of Scotland?

	WRITE NUMBER
	

	Don’t Know
	88


Question 39 Employee Cost

What was your total wage bill in 2006/07? By wage bill we mean wages and salaries from your annual accounts.  This should not include associated costs, such as social security or pension costs.

IF ESTABLISHMENT IS BRANCH OR SUBSIDIARY AND DOES NOT RECORD ESTABLSHIMENT LEVEL FIGURES ASK FOR ESTIMATE.
	
	2006/07 (£)
	2005/06( £)
	2004/05 (£)
	

	
	
	
	
	

	Don’t Know
	DK
	DK
	DK
	

	Not Applicable
	NA
	NA
	NA
	


IF DK ASK FOR AVERAGE SALARY PER EMPLOYEE

Question 40 Employee Cost Deadweight

Q40.a Thinking about employee costs at this establishment for the last complete financial year, 2006/07, how much different do you think employee costs would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would your employee costs have been…

	A lot lower
	1
	Go to Q40c

	Moderately lower
	2
	Go to Q40c

	About the same
	3
	Go to Q40b

	Moderately higher
	4
	Go to Q40c

	A lot higher
	5
	Go to Q40c

	Don’t know
	88
	Go to Q40c


Q40.b When you say ‘about the same’, do you think employee costs would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


Q40.c How much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q41)

_______________________________

Q40.dProviding your best estimate, in which of the following bands would the percentage difference be placed?

ASK OR RECORD.

	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO Q42 (time additionality)


Again, providing your best estimate, within the band you have selected how much different do you think your employee costs for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (£)
	
	Higher (£) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION

Question 41 Annual Employee Costs Deadweight Variation

How different would this establishment’s employee costs would have been without Scottish Enterprise support for the following years. Please indicate the approximate percentage lower or higher?

	
	2004/05 (%)
	2005/06 (%)

	
	
	

	Don’t Know
	DK
	DK

	Not Applicable
	NA
	NA


Other Background Information

The next few questions ask for some more background information about your business that help us estimate the impact of Scottish Enterprise’s work with you.

Question 42 Competition

A) Thinking about competition in your main area of business, which of the following statements best describes your business?

	All the businesses I compete with are based in Scotland
	1
	

	The majority of the businesses I compete with are based in Scotland
	2
	

	Around half of the businesses I compete with are based in Scotland
	3
	

	A minority of businesses I compete with are based in Scotland
	4
	

	None of the business I compete with are based in Scotland, or, I have no direct competitors 
	5
	

	Don’t Know
	88
	IF DK SKIP TO Q43


B) Approximately what percent of your main competitors are based in Scotland?

	%
	

	Don’t Know
	88


Question 43 Market Conditions

Thinking about the market conditions in your main area of business over the last 3 years, would you say that market conditions have…?

	Declined strongly
	1

	Declined moderately
	2

	Are about the same
	3

	Improved moderately
	4

	Improved strongly
	5

	Don’t know
	88


Question 44 Suppliers

A) Thinking about the main supplies for your business, which of the following statements best describes your business? 

	All our supplies come from Scottish-based suppliers
	1

	The majority of our supplies, in terms of value, come from Scottish-based suppliers
	2

	Around half of our supplies, in terms of value, come from Scottish-based suppliers
	3

	A minority of our supplies, in terms of value, come from Scottish-based suppliers
	4

	None of our supplies come from Scottish-based suppliers 
	5

	Don’t Know
	88

	IF DK SKIP TO Q45
	


B) Thinking about the main supplies for your business, approximately what percent of the total value of these supplies comes from Scottish-based suppliers?

	%
	

	Don’t Know
	88


Innovation

READ OUT: 

I am now asking about any innovation activities that this establishment may be involved in and the role Scottish Enterprise has played in achieving this.

Innovation is defined as major changes aimed at enhancing your competitive position, your performance, your know-how or your capabilities for future enhancements. These can be new or significantly improved goods, services or processes for making or providing them. It includes spending on innovation activities, for example on machinery and equipment, R&D, training, goods and service design or marketing. 

Question 45 Innovation Activity 1

During the three-year period 2005-2007, did this establishment introduce…?:
	
	Yes
	No
	Don’t know
	No answer

	New or significantly improved goods. (Exclude the simple resale of new goods purchased from other enterprises and changes of a purely cosmetic nature)
	1
	2
	88 
	99 

	New or significantly improved services
	1
	2
	88
	99

	New or significantly improved processes for producing or supplying products (goods or services) which were new to your enterprise?
	1
	2
	88
	99


IF NO TO ALL OF THESE SKIP TO Q51??

Question 46 Innovation Activity 2

During the three-year period 2005-2007, did this establishment introduce…?:
	
	Yes
	No
	Don’t know
	No answer

	
	Definitions
	
	
	
	

	In-house (intramural) R&D
	Creative work undertaken within your enterprise on an occasional or regular basis to increase the stock of knowledge and its use to devise new and improved goods, services and processes
	1
	2
	88  
	99 

	Acquisition of R&D (extramural R&D)
	Same activities as previous, but purchased by your enterprise and performed by other companies (including other enterprises within your group) or by public or private research organisations
	1
	2
	88
	99

	Acquisition of machinery, equipment and software
	Acquisition of advanced machinery, equipment and computer hardware or software to produce new of significantly improved goods, services, production processes, or delivery methods
	1
	2
	88
	99

	Acquisition of external knowledge
	Purchase or licensing of patents and non-patented inventions, know-how, and other types of knowledge from other enterprises or organisations
	1
	2
	88
	99

	Training
	Internal or external training for your personnel specifically for the development and/or introduction of innovations
	1
	2
	88
	99

	All forms of design
	Expenditure on design functions for the development or implementation of new or improved goods, services and processes. Expenditure on design in the R&D phase of product development should be excluded
	1
	2
	88
	99

	Market introduction of innovations
	Activities for the market preparation and introduction of new or significantly improved goods and services, including market research and launch advertising
	1
	2
	88
	99


Question 47 Innovation Expenditure 

Please provide the amount of expenditure, in total, for innovation activity in the last financial year (2006/07), either from management accounting information or using estimates. IF HAVING DIFFICULTY WITH TOTAL ASK FOR THIS AS A PROPORTION OF TURNOVER
Please provide the amount of expenditure, for each of the following innovation activities in the last financial year (2006/07), either from management accounting information or using estimates. IF HAVING DIFFICULTY LOOK FOR PROPORTIONS

	
	£
	
	Not applicable
	Don’t know
	No answer

	
	Total
	
	
	
	
	

	
	(as % of turnover) 
	
	
	
	
	

	
	
	
	%
	
	
	

	
	Intramural (in-house) R&D
	
	
	77
	88
	99

	
	Acquisition of R&D (extramural R&D)
	
	
	77
	88
	99

	
	Acquisition of machinery, equipment and software
	
	
	77
	88
	99

	
	Acquisition of external knowledge
	
	
	77
	88
	99

	
	Training
	
	
	77
	88
	99

	
	All forms of design
	
	
	77
	88
	99

	
	Market introduction of innovations
	
	
	77
	88
	99


IF NONE TO ALL OF THESE SKIP NEXT Q

Question 48 Innovation Deadweight

Q48.a Thinking about innovation expenditure at this establishment for the last complete financial year, 2006/07, how much different do you think innovation expenditure would have been without Scottish Enterprise support? On a scale of 1 to 5, where 1 is a lot lower and 5 is a lot higher, would your innovation expenditure have been…

	A lot lower
	1
	

	Moderately lower
	2
	

	About the same
	3
	

	Moderately higher
	4
	GO TO Q X

	A lot higher
	5
	

	Don’t know
	88
	


Q48.b When you say ‘about the same’, do you think innovation expenditure would be a bit lower, exactly the same, or a bit higher?

	A bit lower
	1
	

	Exactly the same
	2
	ROUTE TO NXT Q

	A bit higher
	3
	

	Don’t know
	88
	


Q48.c How much higher/ lower?(Ask for Percentage, if unable to give percentage please probe with bands, if have answered skip to Q49)

_______________________________

Q48.d Providing your best estimate, in which of the following bands would the percentage difference be placed?

ASK OR RECORD.

	
	
	Lower 
	
	Higher

(CHECK RESPONSE)
	

	1-20%
	
	1
	
	1
	

	21-40%
	
	2
	
	2
	

	41-60%
	
	3
	
	3
	

	61-80%
	
	4
	
	4
	

	81-100%
	
	5
	
	5
	

	Or, Over 100% RECORD FIGURE 
	
	
	
	
	

	Don’t know
	
	X
	
	X
	GO TO NEXT Q (Q49 time additionality)


Again, providing your best estimate, within the band you have selected how much different do you think your innovation expenditure for the last complete financial year, 2006/07, would have been without Scottish Enterprise support? PROBE FOR %. ASK OR RECORD. IF IN DIFFICULTY GO TO NEXT Q

	Lower (%)
	
	Higher (%) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF CANNOT GIVE AS PERCENTAGE ASK FOR ACTUAL FIGURE 

	Lower (£)
	
	Higher (£) CHECK RESPONSE
	Don’t know

	
	
	
	X


IF DON’T KNOW SKIP NEXT QUESTION

Question 49 Innovation Time Additionality

Thinking about the achievement of your current level of innovation expenditure, has support from Scottish Enterprise brought forward, delayed or made no difference to the achievement of this level?

ASK AND RECORD.

	A
	
	B

	Delayed
	1
	IF NO DIFFERENCE OR DK SKIP TO Q50
	Delayed by over 2 years
	1

	
	
	
	Delayed by between 1 and  2 years
	2

	
	
	
	Delayed by up to 1 year
	3

	No difference
	2
	
	
	

	Brought Forward
	3
	
	Brought forward by up to 1 year
	4

	
	
	
	Brought forward by between 1 and  2 years
	5

	
	
	
	Brought forward by over 2 years
	6

	Don’t Know
	88
	
	Don’t Know
	88


Question 50 Innovation Quality Additionality

Has support from Scottish Enterprise made the quality of your main innovation activities…?

ASK AND RECORD.

	A lot worse
	1

	Moderately worse
	2

	No different
	3

	Moderately better
	4

	A lot better
	5

	Don’t know
	88


Question 51 Influence of Location Innovation & Collaboration 

Is this establishment located on any of the following…?

	Research Park
	1

	Science Park
	2

	Technology Park
	3

	Moderately Technology Incubator
	4

	Innovation Centre
	5

	None of the above
	6

	Don’t know
	88


The next question asks about the location of your current business premises and how important your location is for this establishment’s innovation activity and any innovation co-operation. Innovation co-operation is active participation with other enterprises or non-commercial institutions on innovation activities.

On a scale of 1 to 5, where 1 is very important and 5 is very unimportant, how important is the location of your current business premises…?

	Very Important
	1
	

	Important
	2
	

	Undecided 
	3
	

	Unimportant 
	4
	

	Very Unimportant
	5
	

	Don’t know
	88
	

	Not applicable
	99
	


Feedback and Future Research

Question 52 Other support needs 

Is there any other support that you feel you need that could be provided by Scottish Enterprise?

	


Question 53 Final Comment

Do you have any other comments you would like to make around the services provided by your account manager or Scottish Enterprise?

	


Question 54 Follow up research

Scottish Enterprise may wish to talk to a small number of companies in this survey in order to develop more detailed case study material. Can we contact you at a future date to see if you are willing to participate? You do not need to agree just now.

	Yes
	1

	No
	2

	Don’t Know
	3


END

THANK AND CLOSE
Appendix C – Economic Impact Methodology 
C1- Introduction

This section outlines the detailed methodology followed in assessing the economic impact of SE interventions with Account and Client Managed companies. The method has followed the broad principles laid out in SE’s impact assessment guidelines
 and draws on the collective expertise of the study steering group and consultant team. The purpose of this Appendix  to lay out the individual assumptions which underpin the figures presented in Chapter 7.

The section is structured around the following headings:

· The approach to gathering impact data;

· Calculating net turnover impact;

· Calculating net employment impact; and

· Calculating net GVA impacts.

C2 - The Approach to Gathering Impact Data

The survey gathered quantitative data on the following:

· Establishment turnover;

· Establishment profit;

· Establishment depreciation;

· Establishment employment;

· Establishment employee costs; 

· Competition;

· Market Conditions;

· Suppliers; and

· Innovation Activity.

The survey was designed to include a number of question ‘layers’ which gently probed respondents in order to obtain an exact figure on SE’s additionality contribution to their business. The questioning followed the same pattern in each section and included 4 ‘layers’:

· A general scale or ‘ready reckoner’ question which asked respondents the extent to which a particular variable (for example, turnover and employment) would have differed without SE’s support (ranging from a lot lower to a lot higher);

· A more specific question which asked respondents to put an exact percentage figure on the extent to which SE’s support had positively or negatively affected a particular variable; 

· If respondents were unable to provide an exact percentage figure in answer to the above question, they were asked to estimate what they thought the change had been within a series of bands ranging from 1 – 20% to 81 – 100% (higher or lower); and 

· Finally respondents were again asked for an exact percentage change figure within the confines of the bands they had indicated above. 

This approach gave interviewers several opportunities to obtain additionality values and was designed to minimise non-response to the deadweight questions. The questionnaire is included as Appendix B where the detailed questions can be seen.
C3 - Calculating Net Turnover Impact

Details of gross turnover for 2004/05, 2005/06 and 2006/07 were gathered from the responses to question 21 in the survey. The steps outlined below were repeated individually for each of the three years evaluated. This allowed a separate assessment of gross to net turnover in each year. 

In accordance with the SE’s impact assessment guidelines, the intervention option (that is what happened with support) and the reference case (what would have happened without support) were both calculated. Net additional benefit was assessed by subtracting the result of the reference case from the intervention option.
Turnover Deadweight
Where exact figures were given by respondents these were taken as deadweight. For example, if a company stated that turnover would have been 8% lower but for SE, deadweight was taken as 92%.

Where companies were unable to provide an exact level of deadweight despite several layers of probing, deadweight was assigned using a proxy from the ‘ready reckoner’ question (Question 22a). This was derived by taking an average of all those companies which answered the ready reckoner question in the same way and could provide an exact turnover deadweight figure.

By way of example, the average deadweight figure for all those companies which stated that their turnover would have been ‘a lot lower’ without SE support was 52%. This figure was applied to all those which also indicated that turnover would have been ‘a lot lower’ in answer to the ready reckoner question but could not provide an exact turnover deadweight percentage. 

Leakage
The survey asked questions relating to the turnover of the establishment rather than the organisation being surveyed. As all the establishments were located within Scotland and hence generating turnover in Scotland, leakage has been assumed to be zero.
Displacement

A weighted displacement figure has been applied using the responses obtained to Question 42 (Competition) and Question 43 (Market Conditions). Respondents were initially asked what broad proportion of their competitors were based in Scotland (all, a majority, around half, a minority or none). They were then asked to attribute an exact percentage to the proportion of main competitors based in Scotland. Where it was provided, this exact figure was used as the displacement figure. Where respondents were unable to provide an exact percentage figure, a ‘proxy’ was applied using the ‘ready reckoner’ outlined in Table C.1.
Table C.1 – Displacement Ready Reckoner

	Q42 - Thinking about competition in your main area of business, which of the following statements best describes your business?.....
	Proxy Displacement Value

	All the businesses I compete with are based in Scotland
	100%

	The majority of businesses I compete with are based in Scotland
	75%

	Around half of the businesses I compete with are based in Scotland
	50%

	A minority of businesses I compete with are based in Scotland
	25%

	None of the businesses I compete with are based in Scotland
	0%


The displacement values for Question 42 were then combined with the responses to the market conditions question. This was based on the principle that displacement will be higher in a declining market and lower in an improving market. The weightings applied to the response choices are shown in Table C.2
Table C.2 – Market Conditions Displacement Weightings
	Q43 - Thinking about the market conditions in your main area of business over the last 3 years, would you say that market conditions have….?
	Displacement Weighting Factor

	Declined strongly
	x 1.5

	Declined moderately
	x 1.25

	Are about the same
	x 1

	Improved moderately
	x 0.75

	Improved strongly 
	x 0.5


The above weighting factors were then applied to the responses obtained in Question 42 to obtain a final displacement figure which also took account of market conditions. 

Substitution

The DRM survey did not directly explore levels of substitution amongst respondents. No direct evidence of substitution is available and it has therefore been assumed as zero.

Multipliers

The penultimate step in the gross to net process was the application of economic multipliers. Type II Output multipliers were applied using the standard values contained in Scottish Government (2004) Input – Output tables
. Type II multipliers have been used as these account for all direct, indirect and induced effects in the wider economy.

Respondents to the establishment survey were also asked to estimate the percentage of their total supplies (in terms of value) obtained from suppliers within Scotland (question 44). These responses, however,  did not form part of the economic impact calculation as Scottish Government Input-Output tables are considered to be the most robust method of estimating multiplier effects in the supply chain. 

By way of a check, a comparison between the survey responses to the above question and the Scottish Government standard multipliers for industrial groups was undertaken to determine the extent to which standard multipliers may over or underestimate multiplier effects within the sample. The results are presented graphically in Figure C.1. 

Ninety three industrial groups were represented within the sample of Account and Client Managed companies. Information concerning suppliers was provided by 87 (94%) of these groups. It was found that:

· Across the sample as a whole the average difference between estimates of the value of supplies to the Scottish economy was less than 2%

· For 16 groups (18%) standard multipliers may overestimate the value of supplies to the Scottish economy by between 11%-20%

· This is balanced by 14 groups (16%) for which standard multipliers may underestimate the value of supplies to the Scottish economy by between 11%-20%.

The key conclusion from this exercise is that, on the whole, the Scottish Government standard multipliers marginally over-estimate the economic effects in the wider economy of the survey sample.  
Figure C.1  – Variance from Standard Scottish Government Type II Multipliers
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Source: GEN survey of Account and Client Managed companies, 2008 n= 87
Grossing Up to the Population Level

The net turnover impact figures from the sample were then grossed up to represent the estimated net impact from the entire population of Account and Client Managed companies. For 2006/07, the data collected through the survey enabled net turnover impact to be calculated for 617 of the 740 companies surveyed. The 122 companies where impact could not be assessed were excluded from the grossed-up calculation
.

The final ‘clean
’ Account and Client Managed population figure was 1,916 companies. The sample was therefore grossed up by a factor of 3.11 (1916/617 = 3.11). Based on this, the grossed up results have a margin of error of +/- 3.25% at the 95% confidence level.  
C4 - Calculating Net Employment Impact

Data on gross employment for 2004/05, 2005/06 and 2006/07 was gathered from the responses to Question 32. Employed status was defined as the number of persons doing paid work in the last week of the financial year. Respondents gave details of the total gross number employed and the number of part-time employees. For the purposes of the net employment impact calculation, two part-time jobs have been taken to represent one full-time equivalent (FTE) job.
The steps outlined below were repeated individually for each of the three years. As with turnover, net additional benefit was derived from subtracting the reference case from the intervention option. 
Employment Deadweight

Calculation of employment deadweight has followed the same process as that used for turnover deadweight. Where exact figures were given by respondents these were taken as deadweight. For example, if a company stated that employment would have been 8% lower but for SE, deadweight was taken as 92%.

Where companies were unable to provide an exact level of deadweight despite several layers of probing, deadweight was assigned using a proxy from the ready reckoner question (Question 22a). This was derived by taking an average of all those companies that answered the ready reckoner question in the same way and could provide an exact employment deadweight figure.

To provide another example, the average deadweight figure for all those companies which stated that their employment would have been ‘moderately lower’ without SE support was 85%. This figure was applied to all those that also indicated that employment would have been ‘moderately lower’ in answer to the ready reckoner question but could not provide an exact employment deadweight percentage. 

Leakage

Question 38 in the survey asked approximately how many of the establishments’ employees were resident outside of Scotland in the survey’s last financial year: 2006/07. The proportions given were then  used as leakage in the employment impact questions. Therefore, if an establishment stated that 5% of their employees were permanently resident outside Scotland, leakage was taken as 5%.
Displacement
Displacement has been applied using the competition and market condition weightings outlined for turnover (Table C.1 and C.2). The calculation of net impact has not made an adjustment for labour market displacement, or the wider crowding out in the local labour market. Although there is limited recent evidence as to what this is likely to be, a review of the displacement and multiplier effects of Regional Selective Assistance suggested that, under certain assumptions, the overall impact could be considerable, at around 60% of the typical estimated impact.
  However, currently this is not something that is part of SE’s Impact Guidance. Accordingly it has not been taken account of in the employment impact calculations. 
Substitution

The survey did not directly explore levels of substitution amongst respondents. No direct evidence of substitution is available and it has therefore been assumed as zero.

Multipliers

Type II Employment multipliers have then been applied using the standard values contained in Scottish Government (2004) Input – Output tables
. Type II multipliers have been used as these account for all direct, indirect and induced effects in the wider economy.

Grossing Up to the Population Level

The net employment impact figures from the sample have been grossed up to represent the estimated net impact from the entire population of Account and Client Managed companies. For 2006/07, the data collected through the survey enabled net turnover impact to be calculated for 697 of the 740 companies surveyed. The 43 companies where impact could not be assessed were excluded from the grossed-up calculation
.

The final Account and Client Managed population figure was 1,916 companies. The sample was therefore grossed up by a factor of 2.75 (1916/697 = 2.75). The grossed up results have a margin of error of +/- 2.96% at the 95% confidence level.  
C5 - Method for Calculating Net Gross Value Added (GVA) Impacts

GVA has been constructed using the income approach. This uses the formula:

Net GVA Impact = Net Employee Costs Impact + Net Profit Impact + Net Depreciation + Net Amortisation
Primary data on employee costs and profit was gathered through the survey. As the survey did not gather information on amortisation this has been excluded from the calculation. Similarly, where depreciation data was available it has been used, where it was not available it has been assumed to be zero. For these reason, the net GVA impacts presented in this Report are likely to be an underestimation.

Net Employee Costs Impact
Information on gross employee costs was gathered using Question 39 in the survey. This asked for details of the total wage bill in years 2006/07, 2005/06 and 2004/05 not including associated costs such as social security or pension costs. In order to account for these ‘on-costs’, a factor of 30% was added to the employee costs gathered for each company. 

Employee Costs Deadweight

Respondents were asked a specific deadweight question related to employee costs. However, due to a low response rate, the company’s figure for turnover deadweight was used as an estimate of overall deadweight on employee costs.
Leakage

Leakage has been assumed to be zero in all cases. This is based on the assumption that all employee costs are paid through the Scottish establishment and that, in general, the proportion of establishment employees permanently resident outside of Scotland is low.
Displacement

Has been applied using the figures for turnover displacement. 

Substitution

The DRM survey did not directly explore levels of substitution amongst respondents. Therefore no direct evidence of substitution taking place exists and it has been assumed to be zero.
Net Profit Impact
Information on profit was gathered using Question 26 in the DRM survey. This asked for details of profit figures for the establishment in years 2004/05. 2005/06 and 2006/07. Profit was defined as operating profit in the annual accounts, net profit or profit to owner’s capital account. Depreciation was added to the gross profit figure to provide a combined profit plus depreciation figure before the additionality factors were discounted. 

Profit Deadweight

Respondents were asked a specific deadweight question related to profit. However, due to a low response rate, the company’s figure for turnover deadweight was used as an estimate of overall deadweight on profit.

Leakage

Leakage has been applied using a proxy dependent on the location of the company headquarters (as calculated using the steps outlined above).

In the small number of cases where it was believed a group profit figure as opposed to an establishment profit figure had been provided, a leakage figure was applied based on the proportion of the group’s employees based at that establishment. For example, where it was suspected a profit figure was too large for the number of people employed at the establishment (£25m profit from 50 employees) we have obtained the number of people employed in the group (in this example 250) and pro-rated the profit figure based on employees (that is one fifth of employees equates to one fifth of profit, in this case establishment profit is £5m).

Displacement

Applied in same way as with employee costs

Substitution

The DRM survey did not directly explore levels of substitution amongst respondents. Therefore no direct evidence of substitution taking place exists and it has been assumed to be zero.

Net GVA Impacts

The nexr stage in calculating net GVA impacts involved taking the net employee costs impact figure adding it to the net profit impact figure. This provides a net GVA impact figure on a company by company basis.

Multipliers

Type II GVA multipliers have then been applied using the standard values contained in Scottish Government (2004) Input – Output tables. Type II GVA multipliers have been used as they account for all direct, indirect and induced effects in the wider economy. The multipliers have been added once and in the last stage of the process (as opposed to separately in the net employee costs impact calculation and net profit impact calculation). This avoids the ‘double counting’ of wider effects as the multiplier is only applied once in the calculation. 
The final GVA impact formula is therefore

Net GVA Impact = Net Employee Costs Impact + Net Profit + Depreciation Impact x Type II GVA multiplier
The figures were then grossed up to the population level. 
Appendix D - Assessment of Cost Inputs – Methodological Note 
D1 - Introduction

As part of the evaluation, it was essential that SE was able to ascertain whether its interventions with this cohort of companies represented Value for Money.  In order to do this, it was a prerequisite that the figures for the overall cost of the inputs were as accurate as possible.

Whilst as an aspiration this seems straightforward, in practice assumptions and caveats will have to be applied to any data.  The systems that are currently in place in SE, though effective in tracking the overall level of spend, are less so in tracking expenditure that has been given to any single company.  There is therefore a need for pragmatism in the assessment of inputs.

Broadly speaking, the inputs can be divided into the following areas:-
· The cost of products and services received;
· Investment products;
· The cost of staff time in the delivery of these services; and
· The overheads associated with the delivery of these services.
Each of these has a separate section in this document outlining the assumptions and calculations used.   
There is a summary at the end of this Appendix setting out the total costs together with appropriate discounting to adjust for the social time preference rate.

D2 -  Principles and Methodology
As a starting point, the following were agreed as core principles on which the work was to be based:- 
· Only interventions with those firms currently in the Account and Client Managed portfolio would be included;
· All costs of products and services would be based upon the proportion of the total cost of that product delivered to companies within the portfolio;
· All costs will be assessed at SE overall level, that is there will be no break down by LEC.  Where there are significant discrepancies in performance by LEC, this may be revisited as part of any subsequent study; and
· Only spend over the last 3 years will be included.
The first of the above principles is self-explanatory.  Although support, including advisor time, will have been given to firms who are no longer within the growth portfolio, it is not possible to calculate what proportion of the advisor time will have been spent with these firms.  Instead, all staff costs associated with advisors will be assumed to be spent on the current portfolio.  This will have the impact of increasing the cost of interventions per company, which is probably a prudent assumption.

Principle 2 requires some explanation. Initially, it was intended that the costs could be calculated on the basis of the average cost of delivery of a product multiplied by the number of times that the product was delivered.  However, the quality of the data on the reports from CRM was such that this was simply not possible.  In many cases, the data was not up to date and this led to there being significant errors both in terms of the number of times products had been delivered and consequently, in the average cost of delivery.

Therefore, a more pragmatic approach has been used. Working with the Network Product Team Leader, each of the products was reviewed to determine whether it was:-
· Solely delivered to DRM companies;
· Not delivered at all to DRM companies; and
· Partly delivered to DRM companies.
Where the product was solely available to DRM companies, all expenditure against that product is apportioned to the growth portfolio.  Similarly, where a product was available solely to ‘business base’ or start-up companies, then no expenditure was apportioned to the portfolio.  In those instances where the product could be available to any company within the SE area, a judgement had to be made by the Network Product Team Leader as to the proportion of times it was delivered to growth companies.  

It is also worth noting that the data for the first year of product delivery was of such poor quality that it was not possible to determine the proportion of each product that was delivered to DRM companies. Only the total spend on products was felt to be trustworthy.  For this year, therefore, a decision was taken to use the average of the percentage of total spend given to DRM companies in the subsequent 2 years as a proxy.

Principle 3 is purely pragmatic. Given the difficulties with the data (in particular the number of times a product has been used) any judgement on expenditure at a LEC level could only be at best a guess and simply not robust enough on which to base policy decisions.

Principle 4, to only include expenditure over the last 3 years, is based on the fact that we are reviewing our programme logic over this period.  It is accepted that there is a time lag for benefits to appear and thus outputs, outcomes and impacts from expenditure may not actually appear until later.  In the same manner, however, many of the companies would have been on the growth portfolio prior to the segmentation taking place and thus the benefits from these companies may not necessarily be attributable to expenditure over the 3 year period.  Short of asking companies about individual interventions, which would not be practical in the questionnaire, there is no satisfactory means of dealing with this error.

D3 - Costs

Table D1 summarises the costs involved for product delivery in gross terms, that is prior to discounting. This is based upon an analysis of the percentage of each product that was assumed to be delivered to companies within the DRM portfolio.  To re-iterate, the quality of data for 2005/6 was such that this was not possible and instead further assumptions had to be made.

Table D1 – The Costs of Product Delivery 2006/07 and 2007/08 (£ million)
	
	2006/7
	2007/8
	Total

	Product delivery costs
	£26.9
	£28.7
	£55.6m


To calculate the cost of interventions in 2005/6, the following calculation was used based upon the percentage of total product spend that was on DRM companies in the following 2 years:-

· The 2005/06 figure is based on the percentage of spend that can be allocated to Account and Client Managed companies in the subsequent 2 years. This is a compromise as SE data 2005/06 was unreliable;

· Total spend in 2005/06 was £54,456,000. Of this total £15,948,000 was allocated to business starts and can therefore be excluded from the calculation. The spend on Account and Client Managed companies was therefore £38,508,000 (£54,456,000 - £15,948,000);

· The percentage of total product spend in the following 2years that was allocated to Account and Client Managed companies was:-

· 2006/07, total spend was £34,128,000 of which £26,885,000 was Account and Client Managed spend; 

· 2007/08 total spend was £35,035,000 of which £28,743,000 was Account and Client Managed spend; and
· Total spend over the 2 years was therefore £69,163,000 of which £55,628,000 was Account and Client Managed spend, or 80.4% of the total;

· Applying this percentage to 2005/06 total spend of £38,508,000 gives an assumed Account and Client Managed spend in 2005/06 of £30,972,000.
Table D2 summarises the cost of intervention on products.
Table D2 – The Costs of Delivering Account and Client Managed Products 2005/06 to 2007/08
	
	2005/06
	2006/07
	2007/08
	TOTAL

	Total Spend
	£38,508,000
	£34,128,000
	£35,035,000
	£107,671,000

	Account and Client Managed spend
	£30,972,000
	£26,885,000
	£28,743,000
	£86,600,000


D4 - Investment

With respect to investment, the investment team does not make use of CRM, instead using its own system.  Nevertheless, the data does allow a split between investments in Account Managed  and non-Account Managed companies by checking the CRM record for each firm in which we have invested.  

It is also recognised that, technically speaking, these are investments in companies at market rates and could generate a return to the organisation.  However, taking a prudent view with respect to the length of time taken to generate this return, the evaluation has set these costs out separately in the final Report.

There are 3 main sources of investment funds which could be given to companies within the company portfolio over the last 3 years.  These are:-
· Scottish Co-investment Fund (SCF):  This is the principal source of investments where SE invests on the same terms as a private sector provider;
· Scottish Venture Fund (SVF):  This operates on the same principles as the SCF but is designed to tackle investments of between £2 million and £5 million; and
· Business Growth Fund (BGF):  This fund, which has been suspended for the last year, is for smaller investments where SE takes an equity investment but not necessarily with the private sector.
For SCF, the information was already available for those investments in DRM companies.  However, for both SVF and BGF, as the Investment Directorate does not use the CRM system, the list of investments over the last 3 years had to be reconciled to a list of companies within the DRM portfolio.   Given the need for confidentiality on our investments, the lists of firms receiving support is not included in this summary Report and will not be disclosed publicly.

The total investments are summarised in Table D3. The figures have not yet been discounted for time.

Table D3 – Investments in Account and Client Managed Companies 2005/06 to 2007/08
	 Fund
	2005/06
	2006/07
	2007/8
	TOTAL

	Business Growth Fund
	£7,307,000
	£920,000
	£3,680,000
	£11,907,000

	Venture Fund
	£50,000
	£1,213,000
	£1,086
	£2,349,000

	Co-investment Fund
	£7,423,000
	£6,605,000
	£7,238
	£21,266,000

	TOTAL
	£14,780,000
	£8,718,000
	£12,004
	£35,522,000


D5 - Cost of Staff Delivery - Principles

In assessing the cost of staff involved in delivering the services, the following principles were agreed:-
· Only Account and Client Managers would be included; 

· Account and Client Managers are assumed to spend 100% of their time on activities related to the growth portfolio;
· The number of Account and Client Managers will be measured in FTE’s and is assumed to be constant over the 3 years;
· Costs of will include pension/social security costs in addition to wages;
· Salaries of Growing Business directors will be excluded; and
· Cost of delivery from other parts of the organisation including Scottish Development International and Business Gateway will not be included.
It is accepted that this understates the total cost of delivery of our services.  In particular, by not including the cost of other forms of delivery to companies, there is a possibility that the impact on companies could be as a result of interventions which are not attributable to direct company support through the DRM portfolio.  However, there is simply not the available data to collect this information in an accurate and robust manner.

In order to ascertain the cost of delivery, the methodology has been kept as simple as possible:- 

· The total FTEs involved in Account Management currently was ascertained;
· HR/Regional Support was asked to supply the average salary and associated costs of an Account Manager;
· The total spend will be calculated from the above; and
· It is assumed that the total number of Account Managers has not changed over the period of the evaluation.
In total, there are 92 dedicated Account and Client Managers employed within the organisation, a figure that was calculated as part of the organisational changes in SE.  Each of these was on an average salary of £35,000. Associated on costs were assumed to be 33% giving a total of £46,650 per staff member.

The total cost of staff was 92 X £46,650 or £4.29 million per annum.  Therefore over the 3 years, the total cost was £12.87m.  The yearly figures must again be discounted. The discounted values are shown in Table D.7.
D6 - Caveats

The principal caveat is that the numbers of Account Managers have been assumed to be constant over the 3 years.  There is simply not the data available to allow us to ascertain whether there has been an increase or decrease over the period.

A secondary caveat is that the figure for the cost of an Account Manager is assumed to be constant over the 3 years.  Without any reference case to challenge this, this has to be accepted at face value.  However, the level of error, compared to the overall costs, of the interventions is likely to be small. 
D7 - Overhead Costs

Although overhead costs have not traditionally been included in the expenditure on projects, they should be in order to be consistent with the principles contained within HM Treasury Green Book.  It could reasonably be argued that, given that Account and Client Managed activity represents a significant volume of work for the organisation, the overheads should be seen as variable rather than fixed costs. For example, if we did not support the growth portfolio, it is reasonable to assume that the overheads to the organisation would be significantly smaller.

The overhead costs should therefore include a contribution from the following:-
· Building and facilities used by the organisation;
· Back office functions used by Account and Client Managers, covering:-
· ICT; 

· Finance;
· HR;
· Legal;
· Procurement; and
· Enquiry Service.
D8 - Buildings
With respect to buildings, Table D4 outlines the costs per person for such overheads as rent, rates, heat and lighting.

Table D4 – Building Overhead Costs

	Location
	Square feet occupied
	Cost per square foot (£)
	Cost for one person in that location. (rent, rates, heating and lighting)

	Atlantic Quay
	96,585
	30
	1,000

	TUN
	2,744
	23
	500

	Edinburgh
	30,592
	23
	500

	EFRS
	2,044
	13
	450

	Bellshill
	25,000
	14
	450

	Glasgow
	35,235
	19
	475

	Paisley
	26,619
	9
	250

	Clydebank
	7,698
	13
	450

	Kilmarnock
	18,000
	9
	250

	Dumfries
	9,180
	9
	250

	Gala
	10,000
	10
	300

	Aberdeen
	6,,200 + 9,687
	17
	450

	Dundee
	18,068
	13
	450

	Fife
	28,436
	13
	300

	Stirling
	14,154
	12
	450


The guidance from our Facilities Team is to take this as an average cost of £450 per employee per year
.  Given that there are 92 Account and Client Managers, this gives a total cost of £41,400 per year or £124,200 over the 3 years of the evaluation.  This is assumed to be constant for each of the 3 years.  Again, this is because there is no reference case against which to assess whether this is the case.

D9 - Other Overheads
With respect to overhead costs, Finance prepared a report detailing the total costs of overheads for the organisation. These are detailed below in Table D5:

Table D5 – SE Services Overhead Costs 2005/06 to 2007/08
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Division

2005/06

2006/07

2007/08

Grand Total

SEN FIN Audit

£70,069.56

£95,209.41

£35,326.65

£200,605.62

SEN FIN Finance Management & Admin

£5,095,151.46

£6,160,244.71

£5,468,811.34

£16,724,207.51

SEN FIN Legal

£1,824,860.94

£1,586,973.66

£1,698,235.09

£5,110,069.69

SEN FIN Network Finance Centre

£405,434.70

£62,018.77

£43,357.50

£510,810.97

SEN FIN Network Procurement

£4,911.50

£4,911.50

SEN P&OD Human Resources Management & Admin

£113,600.12

£89,334.58

£79,791.09

£282,725.79

SEN P&OD Information Services

£15,551,768.22

£13,890,198.02

£13,928,674.61

£43,370,640.85

SEN P&OD Information Services Management & Admin

£2,904,890.93

£3,155,065.95

£3,720,001.44

£9,779,958.32

Total

£25,970,687.43

£25,039,045.10

£24,974,197.72

£75,983,930.25


The number of staff within the Network was estimated to be 2,000 and was assumed to be constant over the 3 years of the evaluation.  Therefore a proportion of this based on the percentage accounted for by Account and Client Managers is outlined below in Table D6.
Table D6 – Account and Client Managed Overhead Costs  
	Number of SE staff
	2,000

	Number of Account and Client Managed staff
	92

	Total overheads (2005/06 to 2007/08 – Table D5)
	£75,983,930

	Overheads for Account and Client Management
((92/2,000) x £75,983,930)
	£3,495,261


D10 - Discounting of Costs and Summary

To be consistent with the Green Book guidelines on discounting benefits, all costs have to be discounted to when the project initially started, in this case April 2005.

The guidance states that, to reflect the social time preference rate, costs should be discounted by 3.5% per year.  This is to reflect the fact that people prefer to have money now rather than later and differs from the GDP deflator which is covered later. 

However, for this intervention, as expenditure takes place throughout the year and is assumed to be uniform by month, the discount factor should take account of this.  Simply put, if all expenditure took place on the last day of the year it would be reasonable to apply the full 3.5%.  Also, if all expenditure took place on the first day of the year then there should be no discounting.  For this reason, the mid-point, i.e. 1.75% has been applied to the first year.  Subsequent years have been discounted using a similar assumption as shown below:-.

· Year 1:  Discount by 1.75%;
· Year 2:  Discount by 1.75% then 3.5% = 5.3%; and
· Year 3:  Discount by 1.75% then 3.5%2 = 9.0%.
In addition, any expenditure has to be discounted to reflect inflation.   For this, the HM Treasury GDP deflator has been applied.  This can be found at:-

 http://www.hm-treasury.gov.uk/media/C/4/GDP_Deflators_20080328_NA_update_circ.xls. 
The figure applied for 2007/8 is provisional.  In this discount, the intention is to reflect the value of money at April 2005.  

The year-on-year GDP deflators used were:- 
· 2005/6 – 2.15%;
· 2006/7 – 2.74%; and
· 2007/8 – 3.25% (provisional).
To calculate the cumulative effect of GDP deflators, the product of the year on year deflators must be applied. For example, for:-

· 2007/8, the deflator is [(1.0325 X 1.0274 X 1.0215)-1] = 9.5%; and
· For 2006/7, the deflator is (1.0274 X 1.0215) – 1 = 4.9%.
This means that 2007/8 expenditure should be reduced by 9.5%.  Another way of doing this is to multiply the figure in basic costs by 90.5% to put it into real costs for April 2005.

D11 – Cost Summary

Table D7 gives a summary of all costs with the appropriate discount applied. 
Table D7 - Summary of Spend 2005/6 – 2007/8
	 Item
 
	Year


	 

	
	2005/06
	2006/07
	2007/8
	Total

	Delivered Products
	£30,972,000
	£26,900,000
	£28,700,000
	£86,572,000

	Staff Costs
	£4,278,000
	£4,278,000
	£4,278,000
	£12,834,000

	Building Overheads
	£41,000
	£41,000
	£41,000
	£123,000

	Admin Overheads
	£1,195,000
	£1,152,000
	£1,149,000
	£3,496,000

	Business Growth Fund
	£7,307,000
	£920,000
	£3,680,000
	£11,907,000

	Venture Fund
	£50,000
	£1,213,000
	£1,086,000
	£2,349,000

	Co-investment Fund
	£7,423,000
	£6,605,000
	£7,238,000
	£21,266,000

	Total in basic prices
	£51,266,000
	£41,109,000
	£46,172,000
	£138,547,000

	Social time preference rate
	1.75%
	5.3%
	9.0%
	 

	2005 Prices
	£50,369,000
	£38,926,000
	£42,018,000
	£131,312,000

	GDP Deflator
	2.15%
	4.90%
	8.40%
	 

	Total in 2005 prices
	£49,286,000
	£37,018,000
	£38,488,000
	£124,792,000


We can therefore state that for the period 2005/6 – 2007/8, the total expenditure on the Account and Client portfolio was £124.8 million at 2005 prices.

Scottish Enterprise Research and Policy
June 2008

Appendix E - A Short Explanation of Factor Analysis 
Introduction
The statistical technique of factor analysis has 2 main purposes:-
· As a data reduction technique: this is typically when a survey has generated a large number of variables and it is not immediately apparent which ones are of most relevance. Factor analysis enables the key ones that explain most variance in the data set to be identified. These can then be extracted and used for further analysis; and
· As a technique for identifying the key dimensions in a data set. Typically this is when there is a large data set and the researcher wants to see what patterns (if any) exist in this data. This is what has been done in this analysis.   
The key assumption underpinning the technique is that the cases (Account and Client Managed companies in this research) have a relationship to some composite variable or variables (factors) that is capable of explaining the variance (spread of data values) in the data set. This composite variable is based on the variables input into the analysis but is not in itself generally capable of being measured, possibly as there is no simple variable that measures it.
The Use of Factor Analysis in this Research

Factor analysis was used in this research to see if the 2 sub-sets of companies reporting, respectively, zero and positive GVA impacts differed in some theoretical way. The aim was to take these 2 sub-sets and:-
· Undertake a factor analysis of each sub-set, using a range of variables that related to the characteristics of the surveyed companies, such as number of employees, proportion of turnover gained through  exports and company age; and 

· See if the 2 differed in terms of the theoretical dimensions (composite variables or factors) that explain the variance in the 2 data sets.

If the outcome was that there were differences then the implication is that SE can impact on some companies but not others. However, if there were apparently few significant differences then this is the start of the analysis in that further reasons for SE being able to have an ascribed impact on some companies and not on others will need to be sought.

Undertaking a Factor Analysis

There are 3 main stages involved in undertaking a factor analysis:-

· Constructing a correlation matrix;

· Extracting the initial factors; and

· Rotating these factors in order to simplify and clarify exactly what each factor is measuring. 

Each will now be briefly explained.

Constructing the correlation matrix involves calculating the product moment correlation coefficients between all possible pairs of variables. The coefficient measures the strength of the linear relationship and various from -1 to +1. The nearer to unity (negative or positive), then the stronger the relationship. The resultant factors are based on these coefficients. This is known as an R-type factor analysis, where the factors are defined in terms of the variables. This is undoubtedly the use that is most frequently made of the technique and has been used here. The alternative is the Q-type when correlations are based on the relationships between cases (the companies in this example). 
Having constructed the matrix then a number of factors are extracted from it (new variables with which those in the matrix have strong correlations. Factors are extracted in descending order of the amount of variance they explain in the data set, with the first explaining the most and so on. It is important to make a distinction between factor and multiple regression analysis. In multiple regression the researcher is trying to ‘explain’ a single dependent variable in terms of a number of independents. In contrast in factor analysis the whole data set is used (no independent or dependent assumptions being made) and attempts are made to explain the variance in this in terms of a totally new variable, made up of all of the variables input into the analysis.
The extracted factors are composed of linear combinations of the original variables and are orthogonal: that is they are unrelated to one another. Factor analysis, however, assumes that there is residual variance in the data set that cannot be explained by the extracted factors. The factors will not therefore necessarily explain 100% of variance in the data set. In contrast Principal Components Analysis (best seen as a variant of factor analysis) assumes that there is no residual variance in the data with 100% of variance being explained by the extracted components. The differences between the 2 approaches are described as inferred factors (factor analysis) and defined factors in Principal Components Analysis.

Attempts are then made to improve the intelligibility of the inferred factors by undertaking some form of rotation. The aim is to produce factors that are easier to describe (explain) in terms of the original set of variables and are theoretically more meaningful. There are 2 main types of rotation:-

· Orthogonal where the extracted factors remain independent of one another; and

· Oblique where the factors are themselves correlated.

Given the difficulties in explaining the factors produced through oblique rotations orthogonal rotations are the preferred option and were used in this analysis.

There are various types of orthogonal rotation, all of which have specific advantages, dependent upon the aims of the research and the views of the researcher. The key ones are:-

· Varimax in which the factors have loadings of 1s and 0s on the variables. This makes the explanation of the factors easier yet it has the complication that the same variable can load highly onto more than one factor;  

· Quartimax where the variables load highly onto one factor alone. Whilst this simplifies explaining the impact of individual variables it means that there can be many variables loading highly onto the same factor so that factor explanations become more complex; and

· Equimax, which, as it is mid-way between the earlier 2, tends to be the one used most frequently. 

The Factor Matrices

Tables E.1 and E.2 show the rotated factor matrices for the 2 data sub-sets of cases: zero and positive GVA impacts. The loadings are essentially the correlations between variables and the theoretical dimension represented by the factor. The higher (negative or positive) the loading, then the more significant   the variable in ‘explaining’ what the factor is measuring. In both Tables the variables having the highest loadings have been highlighted.
Chapter 10 analyses the results of the 2 analyses and concludes that there seem to be far more similarities than differences between the 2 data sets.

Table E1 – Rotated Factor Matrix Variable Loadings – Zero GVA Impact Companies

	Variable
	Factor

	
	1
	2
	3
	4

	Direct SE financial input
	0.17
	0.146
	0.941
	0.003

	Direct financial input from other public agencies
	0.932
	-0.027
	0.137
	0.032

	Total direct financial input from all public sources
	0.584
	0.094
	0.794
	0.022

	Number of years the company has worked with SE
	0.337
	0.007
	-0.125
	0.577

	Innovation expenditure
	-0.031
	0.874
	0.061
	0.100

	 Number of company employees
	0.735
	0.407
	-0.002
	0.157

	Annual company turnover
	0.212
	0.819
	0.086
	0.074

	Company age
	0.189
	0.344
	-0.027
	0.618

	Staff with degree qualifications or equivalent
	0.136
	-0.033
	-0.185
	-0.787

	Proportion of revenues  generated through  exports
	0.176
	0.254
	-0.341
	-0.316

	Percentage of data variance explained by the Factor
	20
	18
	17
	15

	Source: GEN Survey of Designated Relationship Managed Companies, 2008 n=364


 Note: The principal components matrix was subject to a Varimax Rotation to simplify the variable loadings on the Factors.

Table E2 – Rotated Factor Matrix Variable Loadings – Positive GVA Impact Companies

	Variable
	Factor

	
	1
	2
	3
	4

	Direct SE financial input
	0.058
	0.902
	0.142
	-0.025

	Direct financial input from other public agencies
	0.025
	-0.053
	0.984
	0.014

	Total direct financial input from all public sources
	0.051
	0.428
	0.895
	-0.001

	Number of years the company has worked with SE
	-0.103
	0.108
	-0.004
	0.686

	Innovation expenditure
	0.274
	0.824
	0.070
	0.084

	 Number of company employees
	0.845
	0.196
	0.108
	0.146

	Annual company turnover
	0.605
	0.344
	0.059
	0.359

	Company age
	0.030
	0.075
	-0.049
	0.784

	Staff with degree qualifications or equivalent
	-0.418
	0.236
	-0.138
	-0.586

	Proportion of revenues  generated through  exports
	0.062
	0.020
	0.033
	-0.108

	Percentage of data variance explained by the Factor
	18
	17
	17
	15

	Source: GEN Survey of Designated Relationship Managed Companies, 2008 n=191


Note: The principal components matrix was subject to a Varimax Rotation to simplify the variable loadings on the Factor
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� Account Managed companies are expected to grow more rapidly than those that are designated Client Managed. A full explanation is given in Paragraph 2.32.


�  Companies of scale are defined as companies with annual turnovers in excess of £100 million.


� LECs existed at the time the survey was undertaken. The structure of SE has since changed from a network of 12 LECs and a national function to a single organisation.


� Evaluation of High Growth New Venture Initiative, DTZ Pieda, July 1999.


� Promoting Business Start-ups, Fraser of Allander Institute, June 2001.


�� DTZ Pieda, 1999, op. cit.


� Scottish Parliament, 2000, Enterprise Committee unveils radical proposals for economic development services, Committee News Release,  19 May, Edinburgh, CENT015/2000.


� Products can be defined as: a financial contribution to a company; a consultancy led programme aimed at supporting businesses; a defined seminar/workshop; a common tool e.g. a diagnostic tool; or web interactive products, worksheets, online seminars, etc.


� Scottish Enterprise: Account management services to high-growth businesses. Audit Scotland, 2004 -  � HYPERLINK "http://www.audit-scotland.gov.uk/work/all_national.php?year=2004" ��http://www.audit-scotland.gov.uk/work/all_national.php?year=2004�





� Intervention frameworks are organising structures that group Scottish Enterprise products under key business functional areas. These cover SE activity to support businesses and individuals in the following areas: Start-up; Strategy Development; Workforce Development; Market Development; Business Improvement; Innovation; and Investment. Each framework acts as a pipeline through which SE customers can access support ranging from early stage information to financial support for the implementation of growth projects in their businesses. 








� National Priority Industries: Tourism, Food and Drink, Life Sciences, Financial Services, Energy and Digital Media and Enabling Technologies (DMET). 


� Other Growth Industries: Textiles, Construction, Aerospace, Defence and Marine, Forest Products and Chemical Sciences. SE defines these as industries where there are ‘Clear opportunities to strengthen Scotland’s economic performance', Scottish Enterprise, Annual Review, 2007-2008.


� The survey questionnaire defined ‘close working relationship’ as ‘regular or detailed communication with a representative of Scottish Enterprise assigned to assist the business. In some cases this may also include a representative from Scottish Development International’.





� GEN (2005) – Strategic Review of Business Gateway Core Services 


� See technical research report (Appendix A) for further information on sampling methods


� Andrew Smith Research and Research Now! (2008) – The Service in Britain Survey (2008) 


�� This involved taking the 5 point Likert Scale used in the survey and converting this into a score out of 10. This was done by multiplying the proportion of respondents on each of the 5 scale scores (‘Very satisfied’,  ‘Fairly satisfied’, ‘Neither satisfied or dissatisfied’ , ‘Fairly dissatisfied’ and ‘Very dissatisfied’)  by the following factors, respectively 10, 7.75, 5.5, 3,25 and 1, and summing the results. This gave a score of 8.34 out of 10. 


� As there were 740 responses to each question the figures in each Table are percentages to aid comparison.


� The advocacy question did not feature in the 2004 Customer Satisfaction Survey.


� It should however also be noted that the current sample was sifted to remove the small number of organisations in dispute with SE so this may be a slight underestimation.  


� A significance level of 0.05 means that were a survey to be repeated 100 times then for 95 of these the results would be similar to those found here. For the other 5 occasions the results would lie outwith those reported. A significance level of 0.01 is more stringent. In this case the results would be replicated 99 out of 100 times.


�The responses to the advocacy question are not presented in tabular form but are reported in this Paragraph. 


 


� The difference in the response rate is accounted for by those companies who stated that they have received direct financial assistance but were unable to specify the value of this. 


� It appears that SE has been credited money by an establishment in this instance. 


� The questionnaire for this evaluation – see Appendix B – shows that the impact questions follow questions asking about the finance provided by SE and the strategic influence SE has had in key business operations. Thus, in this instance the impact questions have been set in context though this did not go as far as listing all of the SE “products” received. 


� Research to Improve the Assessment of Additionality, BIS (2009, as yet unpublished).


� Impact of RDA Spending, BIS (2009).


� It should be noted that there may be minor discrepancies between some of the data shown in Table 7.1 and the later Tables in this Chapter as some establishments were excluded from the analysis for a variety of reasons.


� � HYPERLINK "http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf" ��http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf�





� � HYPERLINK "http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf" ��http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf�. p4


� Assessing deadweight based on an intervention’s impact on annual turnover was agreed to be a more robust measure than assessing deadweight on turnover change between years. The former allows an intervention’s impact to be accounted for even in the face of declining turnover (i.e. turnover decline would have been much greater but for the intervention of SE).


� The £1.45bn figure represents the total of the individual grossed-up figures for 2004/05, 2005/06 and 2006/07. 


� Analysis of the supply chain information provided by the survey sample suggests that the Scottish Government standard multipliers are, in this instance, a slight overestimation of the indirect effects in the wider economy. Further details can be found in Appendix C. 


� �HYPERLINK "http://www.scotland.gov.uk/Resource/Doc/933/0067394.xls"��http://www.scotland.gov.uk/Resource/Doc/933/0067394.xls� Column C


� Two part-time jobs have been taken as equivalent to one full-time job in the analysis. 


� It should be emphasised that these figures do not account for the entry or exit of large employers from the sample in successive years. This may affect the sample average in each year. 





� For the 558 establishments in which it was possible to calculate GVA.


� Scottish Enterprise (2008): Evaluation of the Scottish Co-Investment Fund


� It could, however, be argued that the companies supported by the Co-Investment Fund are typically young. Future productivity could therefore be higher. 


� University of Warwick, Aston Business School and Kingston University, 2007, Economic Impact Study of Business Link Local Services, Final Report, Department for Business Innovation and Skills, URN 07/1169.


� Ibid, p. 69.


�  Hart, M., Driffield, N., Roper, S. And Mole, K., 2008, Evaluation of the Regional Selective Assistance (RSA) Scheme in Scotland between 2000-2004, Scottish Executive Social Research, Edinburgh, March 


�  GEN, 2007, Review of the SE High Growth Start-Up Unit.


� EKOS (2008) – Evaluation of the Impact of AWM’s Cluster Programme 2002/03 to 2007/08


� University of Warwick, 2007, op. cit.


�  PWC (2009) – Impact of RDA Spending (BIS)


 � Ibid, p.148.


� Ibid, p.148.


� The costs of Business Link were derived from the quarterly financial returns from 43 Business Link Organisations. We assume that these returns include staff and overhead costs, although this is not made explicit in the report, (ibid, Para. 4.5, pp. 76-77).


� The total positive impacts in 2006/07 were £75,653,522, the total negative impacts £113,368, giving a net impact of £75,540,154. This differs from the £70,044,791 figure shown in Table 7.9 as this is in 2004 prices. The deflator used was 7.845%.  


� It needs to be stressed that these extreme values were excluded from the analysis. No attempt was made to transform these values by, for example, winsorisation.


� The exception is turnover where the minimum change for Zero GVA companies is -£20 million, that for the Positive group -£69 million.


� The GVA figure used here is the total of positive GVA impacts in 2006/07 at 2006/07 prices. To express this in 2004 prices (Table 7.9) a deflator of 7.845% would need to be applied.


� Love,J. H and Mansury, M.A., 2007, Exporting and Productivity in Business Services: Evidence from the United States, Research Paper 0705, Aston Academy for Research in Management, Aston University, Birmingham, February.


� SE has recognised the difficulties associated with individual LECs delivering their own specific products when attempts are being made to deliver a consistent service. Work has therefore recently been undertaken to rationalise the product offering.


� The intervention framework categories are organising structures that are used to group products that aim to address similar business issues. As Table 13.1 shows there are 7 categories in total, excluding non-framework and partner products. For further details see Paragraph 2.30 and the footnote.


� Margins of error presented at the 95% confidence level. 


� Scottish Enterprise was a network comprising 12 Local Enterprise Companies (LECs) at the time of the survey. It is now a single organisation. 


� Scottish Enterprise (2007) – Economic Impact Assessment Guidance Note


� HYPERLINK "http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf" ��http://www.scottish-enterprise.com/publications/economic_impact_assessment.pdf�





� � HYPERLINK "http://www.scotland.gov.uk/Resource/Doc/133434/0054633.xls" ��http://www.scotland.gov.uk/Resource/Doc/133434/0054633.xls�





� Turnover impact could be not being assessed due to companies’ refusal to provide information such as gross turnover, deadweight or displacement. 


� Companies were removed from the population if they had been working with SE for less than 6 months, were companies of scale or there were some other extenuating circumstances such as legal disputes. Appendix A gives details.


� Gillespie, G., McGregor, P. K., Swales, J. K. and Yin, Y, P, 2001, The Displacement and Multiplier Effects of Regional Selective Assistance: A Computable General Equilibrium Analysis, Regional Studies, Vol. 35.2, pp. 125-139, p. 135..


� � HYPERLINK "http://www.scotland.gov.uk/Resource/Doc/133434/0054633.xls" ��http://www.scotland.gov.uk/Resource/Doc/133434/0054633.xls�


� Employment impact could be not be assessed due to companies’ refusal to provide information such as gross employment, deadweight or displacement. 


�� Subsequent work by the consultancy team cast doubt on this figure. Accordingly it was revised in the light of new data. See Chapter 8 for details of the revisions.
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