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1.0 Introduction

The Evaluation of Intervention with Clusters and Industries in Scotland aims to be a learning evaluation for Scottish Enterprise on the policy interventions pursued to date. The research objectives for this study – Phase I of a broader evaluation scheme - focus on five principal learning areas:

· The appropriateness of cluster and industry policies and strategies.

· The rationale of programme selection and design in the light of strategic intent.

· The efficacy of cluster and industry interventions seeking to improve critical factor inputs.

· Learning lessons and the adaptation and evolution of the approach.

· Broader Scottish Enterprise support and resourcing.

This report is one of the fifteen cluster- and industry-specific reports that have been prepared as background to the main report. It focuses on three main questions:

1. What was the rationale behind Scottish Enterprise involvement in the cluster and was/is the strategy appropriate?

2. How has the cluster work rolled out in practice and in light of expectations?

3. What lessons have been learnt and how should Scottish Enterprise go forward?

This report has been primarily based on desk review of the aerospace documents - collected and collated by Scottish Enterprise and ECOTEC jointly (see Annex 1 for an overview of sources). A total of 9 interviews were then held with appropriate Scottish Enterprise staff, industry representatives, and intermediate institutes (see Annex 2 for a list of interviewees). Main findings and conclusions have been reviewed by relevant Scottish Enterprise stakeholders. 

2.0 Position and Development of the Aerospace Industry 
2.1 Industry Description

The aerospace industry in Scotland is engaged in three main activities
: 

· Maintenance, repair and overhaul (MRO) is the largest part of the industry in Scotland. One of the main reasons for this is the volume of air freight cargo that passes through Scotland. Key companies in the MRO sector are GE Caledonian in Prestwick (who overhaul and test General Electric CF6 engines), Goodrich in Prestwick (who undertake MRO on large commercial nascelles) and Rolls Royce in East Kilbride (who undertake MRO on older military engines and medium sized commercial engines such as the V2500). There is also a significant aviation industry around Aberdeen serving the North Sea Oil and Gas industry (e.g. Caledonian Airborne Systems). 

· Manufacture and design: This is the smallest part of the aerospace industry in Scotland. Scotland only has three significant manufacturing establishments: BAE Aerostructures, Rolls Royce at Hillington and MB Aerospace (part of Motherwell Bridge). With around 900 employees (including 260 design engineers), the BAE plant in Prestwick is perhaps the most prominent. The Rolls Royce plant in Hillington is the other major manufacturer in this sub-sector and it produces components (e.g. compressor aerofoils, turbine seals etc) for Rolls Royce main manufacturing facilities in Derby and Bristol. The third main business is MB (part of Motherwell Bridge) Aerospace which employs 200 making precision engineering components. 

· Avionics is essentially the electronic equipment that goes into an aircraft and related air services, including radars, navigation equipment, specialist computing displays, pilot ‘head gear’, communication and satellite, and air traffic control equipment. This sector includes companies such as BAE Systems in Edinburghand Thales Sensors. The main markets for these firms are other avionics businesses (often within the same company) or the Ministry of Defence and few firms have strong links to other Scottish aerospace companies. 

These companies are concentrated in Ayrshire, Lanarkshire and Renfrewshire. 

2.2 Trends and changes in the market  

Historically, the aerospace industry has developed rapidly, although it is highly cyclical. In recent years, a number of factors have driven trends in the industry including:

· There has been growth in demand for air travel and the capacity of the world’s airlines has increased dramatically in the last decade. This has led to a significant demand for commercial aircraft; however, due to rising labour productivity, the increase in the output of commercial aircraft has not translated into increased employment in any of the world’s main aerospace industries. 

· The rise of new competitor countries in Asia, such as India and China, has led to increased global competition in aerospace. This has created a squeeze on production in higher labour cost developed countries. The aerospace industry increasingly sources its components from low factor cost countries in an attempt to reduce costs. This in turn has put pressure on developed countries to increase their productivity levels. 

· The demand for aviation services, such as maintenance, leasing, resale services, air traffic control, airports and training, has grown rapidly and now exceeds the value of expenditure on new aircraft
.

· The impact of 9/11 has had repercussions for the aerospace industry as a whole. There was an initial dramatic reduction in passenger numbers, although there has been a subsequent upturn in activity. Orders for new commercial aircraft dipped, leading to a rise in demand for MRO as airlines sought to maintain their current stock. As a result of this manufacturers have faced cost pressures while there has been increased investment in MRO.

· The aerospace industry is heavily linked to defence markets, and military spending in the UK has reduced in the last decade, especially as a percentage of GDP. UK defence spending fell from 3.4% of GDP in 1993-94 to 2.5% in 2003-04
. Specifically, the MoD has undergone budget reductions and has sought to make savings in a number of areas. The MoD has looked to life cycle purchasing options, and prime MoD contractors are under pressure to pass down their offset obligations to supply contractors.  The end of the Cold War has led to significant falls in European defence spending as a proportion of GDP, which has added to these pressures.

These trends have had an impact on the aerospace industry in Scotland. Table 2.1 shows the industry's performance from 1998 to 2003 based on key economic indicators. 

The key aspects of the industry’s performance are:

· There has been a general decline in aerospace employment in the UK, but the fall in Scotland has been much larger than for the UK as a whole. Employment in Scotland fell by 28% between 1998 and 2002 compared with 10.3% for the UK and 8.6% for the UK excluding London.

· A similar trend is evident among the business stock, which fell by 24.4% in Scotland compared with 18.2% in the UK and 14.5% in the UK excluding London. At the UK level, the erosion in the business base has led to a drop in turnover but the industry's GVA has increased.

· Other indicators indicate a stronger performance for the industry at the UK level. Investment rose by 5.7% and exports by 12.9%.

Table 2.1   Key Economic Indicators for Aerospace, 1998 to 2003

	
	1998
	1999
	2000
	2001
	2002
	2003
	Total Change

1998-2002
	% Change

1998-2002

	Employment (000s)
	 
	 
	 
	 
	 
	 
	
	

	Scotland
	6.3
	6.0
	5.3
	5.3
	4.5
	4.2
	-1.8
	-28.0%

	UK
	116
	120
	120
	113
	104
	99
	-12.0
	-10.3%

	UK (excl)
	100.9
	105.1
	105.3
	100.8
	92.2
	88.0
	-8.7
	-8.6%

	Businesses
	
	
	
	
	
	
	
	

	Scotland
	41
	31
	32
	40
	31
	36
	-10.0
	-24.4%

	UK
	875
	800
	811
	769
	716
	664
	-159.0
	-18.2%

	UK (excl)
	595
	554
	572
	553
	509
	456
	-86.0
	-14.5%

	Turnover (£m)
	
	
	
	
	
	
	
	

	Scotland
	-
	-
	-
	1116
	1192
	-
	-
	-

	UK
	17601
	17623
	17050
	17387
	15091
	15354
	-2510.0
	-14.3%

	UK (excl)
	-
	-
	-
	16212
	-
	-
	-
	-

	GVA (£m)
	
	
	
	
	
	
	
	

	Scotland
	-
	-
	-
	493
	553
	-
	-
	-

	UK
	6065
	7206
	6760
	7158
	7009
	6446
	944.0
	15.6%

	UK (excl)
	-
	-
	-
	6733
	6667
	-
	-
	-

	Cap Expenditure (£m)
	
	
	
	
	
	
	
	

	Scotland
	-
	-
	-
	18
	23
	-
	-
	-

	UK
	610
	674
	437
	502
	645
	407
	35.0
	5.7%

	UK (excl)
	-
	-
	-
	458
	-
	-
	-
	-

	Exports (£m)
	
	
	
	
	
	
	
	

	Scotland
	-
	-
	-
	-
	-
	-
	-
	-

	UK
	10295
	10367
	11934
	13383
	11624
	12501
	1329.0
	12.9%

	UK (excl)
	-
	-
	-
	-
	-
	-
	-
	-


Source: ONS/ Scottish Executive (ABI); HM Revenue & Customs

2.3 Opportunities and threats for Scotland
As a consequence of the key changes to the industry a number of opportunities and threats emerged for Scotland over the period.  The key opportunities for Scotland were:

· Congestion at airports in the South East of England had created opportunities for MRO and support services at regional airports. In addition, increasing space pressures and associated costs has added to the drive to develop a regional maintenance presence.

· Scotland had a cost advantage compared with major continental countries. 

· A skills shortage in engineering across the UK provided opportunities for Scotland to capture more of the market.

· Based on current locational and skills strengths, Scotland has a competitive advantage as a European location for MRO. According to a recent study, the demand for aviation services which includes MRO has grown rapidly and now exceeds the value of expenditure on new aircraft
, which implies that MRO is a significant opportunity for FDI in Scotland.

· The research and development aspect of the British aerospace industry is currently going through a number of reviews, including the DTI's implementation of the Aerospace and Innovation Growth Team (AeIGT) strategy. The DTI strategy provides a platform for the development of the UK aerospace industry over the next 20 years.  This provides an open platform for Scotland to integrate and target those areas of activity in line with strategic intent. From the UK AeIGT, and MoD policy, there are opportunities for Scottish involvement in new R&D programmes for the industry

· Scotland has a good mix of both civil and defence activities, world leading centres in sensors and lasers, and evidence of continuing investment. Key universities in Glasgow, Strathclyde, Edinburgh and Herriot-Watt have strengths in aerodynamics, manufacturing, avionics and energy. 

A number of threats also emerged over this period. 

· There was a drop in new commercial aircraft order due to both Gulf Wars and latterly 9/11. This fall in orders has not corrected itself fully and the industry remains in the lower point of its cycle.

· The fall in European defence budgets as a percentage of GDP.

· The Scottish aerospace industry has faced increased competition from Asian countries, both in terms of maintenance and manufacture, putting pressure on productivity levels and causing a focus on higher quality output. 

· Low productivity levels compared with the USA and UK manufacturing.

3.0 Intervention Rationale and Evolution of Approach

3.1 Initial Rationale

Scottish Enterprise's involvement with the aerospace industry has a number of origins.  SE Ayrshire, which leads Scottish Enterprise’s involvement with the aerospace industry, targeted the industry due to its growth potential and the recent, spectacular, growth at Prestwick airport. Passenger numbers at the airport grew by 40.7% between 1991 and 2002
.  At the Scottish level, the economic basis for supporting the industry is derived from the fact that aerospace is the only significant manufacturing sector in Scotland that has recently been growing. Overall public sector intervention was deemed necessary because the Scottish aerospace industry was not sufficiently developed to maximise the potential opportunities arising from the rapid change and predicted upturn of aerospace globally. Public sector intervention had to address a number of market failures including.

· Market failure around scale or market power (company size) and asymmetric information (companies not having access to strategic information on companies, industry as a whole and political context). This is not an issue for the large companies in Scotland, but it is a problem with SMEs. This was exacerbated by changes in the aerospace supply chain which means that Scottish SMEs have to develop an effective means of integrated project bidding if they are to access and address sub-contractor opportunities internationally. As many Scottish companies are too small to be attractive to first and second tier contracts, intervention provided a response.  

· Need for regional aerospace presence. All other UK aerospace regions have active local representation, through the RDA or large companies. Scottish aerospace companies had not developed such a Scottish profile for a number of reasons. They had linked up with trade association at UK level and were part of international companies.  Therefore, Scottish Enterprise’s provided a representative role, allowing the industry to take advantage of UK wide policy.

3.2 Evolution of Approach

This section reviews events that have occurred within Scottish Enterprise and at UK level between 1991 and 2004, which had an influence on the cluster and Scottish Enterprise’s relationship with it. It does this for three distinct time periods: 1991 to 1997, 1998 to 2000 and 2001 to 2004. Section 2.2 provides the economic and industry context for these periods.

· The Early Years (1991-1997): Scottish Enterprise offered no industry level support to aerospace. Aerospace was not separately identified in the Monitor work, but elements of industry were covered by value added engineering.  The demise of the Jet Stream lead to the focus on MRO and to the need for availability of skilled engineers.

· Strategy and Action Planning (1998-2000): Scottish Enterprise started to develop a strategy for aerospace. 

· Implementation & delivery (2001-2004): A number of significant changes occurred to the strategic framework, the industry in Scotland and within SE. Network responsibility for aerospace was devolved to SE Ayrshire in late 2002. Shortly afterwards the Scottish Aerospace strategy was launched in early 2003. This strategy was refreshed in 2005 as a result of changes to the strategic framework especially the AeIGT report setting out their vision for the industry over the next 20 year, and changing market conditions. The government White Paper on Air Transport for the UK also changed the strategic and outlined proposal for the growth of regional airports of regional maintenance capabilities. The significant investment by Ryanair and Goodrich in MRO capability emphasised the opportunity in this market. Latterly the aerospace team developed links with marine and shipbuilding. 

3.3 
Strategic Aims 

The key priorities of the aerospace strategy as articulated in the Scottish Aerospace Strategy 2005/06 position paper are:

· To significantly increase the perception of Scotland as a location for aerospace investment

· To develop the existing industry base in Scotland in light of new market opportunities

· To increase productivity and innovation in the Scottish aerospace industry

· To develop the research and design capability of the Scottish aerospace industry 

· To maximise the economic benefit to the Scottish economy through capitalising on UK industry initiatives

· To create an internationally recognised major aerospace and defence and marine centre in Scotland

The strategy has been refreshed in light of a changing context, particularly due to changes in market and a changing strategic context in the UK and Scotland. These priorities have remained relatively unchanged with the exception of the broadening of the scope of the centre of excellence. There has been greater emphasis placed on R&D programmes relevant to Scotland and greater clarification around supplier development activity.

3.4 Main Findings

The main findings are:

· The involvement of Scottish Enterprise with aerospace stems from multiple market failures which restricted the industry's ability to respond to market opportunities. Scottish Enterprise was able to offer a framework that enabled the industry to work towards these opportunities. 

· The aims of the strategy have changed slightly in response to the evolving context: a change in the scope of the planned centre of excellence to include defence and maritime activities. Otherwise the aims have remained unchanged. 

· The strategy provides a framework for the industry to reposition itself to meet new opportunities and needs.  Overall the aims are in light of the key opportunities and threats that Scotland faces. The strategic aims are well aligned with UK and Scottish policy.  It maps consistently with the key themes of the UK's aerospace strategy, and the opportunities offered by the White Paper on air transport and the pressure facing MRO capacity via the UK.  

· These aims also address the opportunities and threats presented by the changing business environment. They include enhancing the productivity and innovation of the current business base through programmes such as Lean in response to the need to cut costs that arose from a variety of sources including international competition and changing MOD budgetary criteria. They also focus on skills and training, which are very relevant enabling businesses to respond quickly and efficiently to changing demands. 

· Overall the aims of the strategy are sound. They address to some extent the weaknesses of the industry such as low productivity and deal with the opportunities that are likely to arise from UK wide policy and market conditions.

4.0 Inputs, Support and Resourcing
The aim of this section is to review the resources available to the cluster team in support of the aerospace industry.

4.1 Financial Resources 

Table 4.1 shows the aerospace cluster's budget by theme over the last two years. A total of £1.3 million has been spent on supporting or facilitating activities including £200,000 from the Scottish Executive. 

Table 4.1  Cluster budget, 2003-2005 (£)

	Year
	2003/04
	2004/05

	Centre of Excellence
	100,000
	300,000*

	MRO Marketing (with SDI)
	150,000
	100,000

	Partnership Development (with SDI)
	100,000
	200,000

	Lean Management
	150,000
	200,000

	Total budget
	£500,000
	£800,000


Source: Scottish Executive. * Includes £200,000 from the Scottish Executive

4.2 Team/Organisational Structure

The implementation and revision of the strategy has been helped by the continuity of the team leader, who has been in post since the beginning of Scottish Enterprise involvement with the industry.  As a result, links and relationships with companies have been maintained and developed throughout this time. 

4.3 Staffing
4.3.1 Team size and Composition

There was only one aerospace team member during the development of the aerospace strategy between 2001 and 2003. Up until 2002/03, this was on a part-time basis. Thereafter it was full time and when the strategy was launched in 2003, and an executive was added to the team to assist with implementation. A secondment to the team from the Scottish Executive was made very recently, which brings the team complement to three.

On some activities, particularly those focused on inward investment, the aerospace team works closely with the SDI.  Since the beginning of 2005, a SDI staff member has been working exclusively on indigenous aerospace companies since the start of the year.  Support from the industry has been quite substantial with   senior staff from companies devoting large amounts of time to the strategy. Industry have also seconded staff to the centre of excellence project team which is part funded by Scottish Executive.

The strategy has been resourced out of the Ayrshire headcount, which requires a significant investment on behalf of the LEC, although this has evolved into a broader focus across Scotland as much of the activity does not fall within its area. The limited number of staff allocated to the team has sometimes created problems, there have not always been sufficient staff to create and deliver initiatives.  

4.3.2 Staff Skills

Skill requirements have been in the area of industry knowledge, networking skill and knowledge of the UK and Scottish strategic context – ensuring that companies have been effectively engaged. Providing access to the SE Network and its products has been valuable to the industry. The credibility of the team has been a major factor behind the achievement of the cluster and was cited by companies as a key reason for the success of the strategy. The team has delivered a range of actions that have been favourably viewed by industry, which points to the appropriateness of the team's skills set. 

The team initially lacked industry experience. During strategy development, industry perspectives were provided by a Steering group with business representatives, supported by commissioned research.  A drawback of this approach is that industry experience had to be contracted out, slowing down the development of the strategy and especially its implementation. The teams' experience has developed since this initial period which allows them to take a much more strategic view of the industry.   Access to the industry improved due to active engagement with industry.

4.4 Main Findings
The key findings are: 

· The financial and staff resources allocated to the cluster have delivered a range of activities linked to the strategic aims. Finance has not been a barrier to the implementation of the strategy but at times there has not been enough staff to implement all aspects of the strategy. 

· The need to contract out industry experience has been a hindrance to the development of the strategy and its implementation. Such in-house capacity would have benefited the strategy and its implementation.  

· The aerospace strategy has secured substantial support from industry. This has ranged from the frequent participation of senior staff at meeting and events to the secondment of staff to projects. 

· The strategy development and its implementation are delivered by the team, while some specific activities are led jointly with industry representatives. This has worked for the strategy to date, probably due to tensions within the industry around any joint industry offer work which are mainly due to commercial sensitivities. It indicates, however, that Scottish Enterprise would experience difficulties if it attempts to withdraw from its current role. 

5.0 Intervention Efficacy
A set of actions have been devised and delivered in response to the changing business environment and the strategic framework. These have been framed around 4 areas and include: 

· Indigenous Company Development: SE have progressed a Lean Aerospace programme, which includes: awareness workshops; master classes; and pilot projects.  Lean is a programme progressed by SBAC, following its successful adoption in the US, to increase productivity through process improvements in the workplace. Scottish Enterprise has worked jointly with SBAC in the delivery of Lean in Scotland. 

· Partnership Development: This project’s objective was to generate inward
 or outward companies through targeting key aerospace companies globally. This incorporates opportunities to increase capacity of the Scottish supply chain through offset agreements. It also includes activities such as trade missions, the technology opportunities study, partnership agreements.

· MRO: Research identified Scotland’s MRO strengths and opportunities and a joint SDI/Scottish Enterprise marketing campaign was progressed to raise awareness of Scotland as a potential destination for MRO investment. 

· Centre of Excellence: Scottish Enterprise developed plans for a Centre of Excellence at Prestwick in early 2003. This was initially focused as a training centre for maintenance repair and overhaul (MRO). Following the 2003 Update, plans were expanded to take into account the DTI’s UK Aerospace Strategy, as well as the DTI’s requirement for increased skills to meet demand for maintenance. As a result the centre's scope was broadened to include the defence and maritime sectors. When complete the centre aims to provide skills training, the facilitation of joint collaboration and development, a centre for research and technology and a base for the trade association of the Scottish aerospace industry. The Centre has a board of directors which includes Scottish Enterprise and industry representatives that is responsible for the strategy direction of the centre. The centre of excellence also has project team from industry, which is part funded by Scottish Enterprise.

All these actions were appropriate to the circumstances and the following observations can be made. 

· Initiatives such as the Lean programme are example of national programmes brought to Scotland and delivered to local companies.  Activities have been developed in line with economic and policy drivers at the UK level. 

· The focus on MRO reflected the growth potential of that market segment. 

· The Centre of Excellence has not been delivered yet. The concept has evolved through industry involvement. The scope on the centre of excellence has moved on significantly from the original concept.  Initially, it was focused on MRO. Findings from the consultations indicate that industry did not buy into this concept, and the scope was broadened to include defence and maritime. 

· These initiatives have been developed in response to key changes to the market and strategic context and reflect the needs of the industry in Scotland. Industry representatives have been able to provide input into the aerospace strategy, though industry has been less involved in developing initiatives. From the consultations, there are concerns around how the views of SMEs are incorporated into the strategy and the extent to which implementation is focused on them. 

· The industry team also works across the network particularly with SDI. Joint bids have been made with SDI for network funds. 

· Several stakeholders suggested that the strategy development process was fine. Industry had been sufficiently engaged and a two-way dialogue had occurred. They however raised concerns that the implementation had been slow because of lack of support by politicians who had not placed the industry high enough on the public sector agenda. 

5.1 Outputs and Results

Table 5.1 lists the key achievements linked with the implementation of the aerospace strategy.

Table 5.1  Aerospace Key Achievements

	Key initiatives
	Output
	Link with strategic aims

	MRO
	Scotland hosted the MRO Europe conference in Glasgow.

Three significant new projects secured to Scotland Ryanair, Goodrich and Rolls-Royce East Kilbride.

Bid for MRO Europe 2006 to be held in Scotland initiated.

Working with SE Renfrewshire, the developments of both Glasgow and Prestwick airport are ongoing to meet the future needs of the industry.

Key contribution to the UK transport policy through the Department for Transport UK MRO Steering Group.

Scottish Development International Proposition Pack developed for MRO.
	To significantly increase the perception of Scotland as a location for aerospace investment.

To maximise the economic benefit to the Scottish economy through capitalising on UK industry initiatives.


	Lean
	Two “guru” events held with 80 companies attending

Two UK Lean Aerospace Initiative pilots held, showing costs reductions in excess of 20% and delivery improvement up 35%

40 companies attending Lean Awareness sessions

Three Best Practise visits held to Rolls-Royce

Thales Optronics have piloted a Lean supply chain programme through this initiative which has been adopted as a UK pilot with the SBAC’s Enterprise Excellence Board (EEB).  

Working through the SBAC EEB Board to feed into and develop the policy for best practise and dissemination in process excellence
	To increase productivity and innovation in the Scottish aerospace industry.
 

	Partnership Development


	Development of SDI “offset” Industrial Participation strategy approved by SE Board

Technology Opportunities Study completed by Defence Diversification Agency for 14 aerospace companies (first in UK)

Supply chain research completed providing detailed analysis of existing company interactions with both customers and suppliers.

International campaign developed and agreed, working with UKT&I

12 companies taken to Farnborough Air Show to Scottish Development International sponsored chalet, first agency to sponsor chalet.  Secured over £4.5m of new orders for participating companies.

Aerospace and Defence directory in second publication and internet enabled, first in UK.

One of first European areas to participate in sending companies to Boeing Leadership Programme.
	To develop the existing industry base in Scotland in light of new market opportunities.

To maximise the economic benefit to the Scottish economy through capitalising on UK industry initiatives.


	Centre of Excellence
	Top ten aerospace, defence and marine companies are members of the now established Steering Group for this project.

Dedicated project team of company nominated individuals working on the project plan.

Formal link with SE Marine sector group in the SE approved strategy for this project.

Five key delivery areas for the centre established, first collaborative project will be complete April 2005. 

SBAC are to open an office in Scotland during 2005, to be called SBAC Scotland.  First formal trade organisation in Scotland for the industry.
	To create an internationally recognised major aerospace and defence and marine centre in Scotland.

To develop the research and design capability of the Scottish aerospace industry. 



	General
	Three Introductions to Aerospace Events, one specifically held for Electronics team

Defence Diversification Agency has held 6 events

17 companies assisted through support to account / client managers across Scotland
	To develop the existing industry base in Scotland in light of new market opportunities.



Source: Scottish Aerospace Strategy Position Paper, SE Ayrshire 2005

The strategy and its implementation have received significant support from the industry. The Centre of Excellence is a key example of firm buy-in to the strategy with firms providing senior management time and staff resources.  Although reservations were expressed about the initial scope of the Centre of Excellence, there is now strong support for the concept.  Senior staff devote time to this project every month and a 5-day event was held during the development phase attended by industry and Scottish Enterprise.  Despite this buy-in, there is no evidence of industry assuming leadership of the strategy and initiatives. This has implications for an exit strategy and the lack of clarity around the duration of Scottish Enterprise involvement is probably acting as a constraint on the industry assuming a leadership role in these activities. 

The outputs are strongly linked to the key themes from the aerospace strategy and are consistent with the delivery of its objectives. The MRO outputs for instance are directly linked to the objectives of the strategy. They have helped raise the profile of Scotland as an MRO location and have also helped to deliver new investments and the creation of new jobs 

The strategy has provided an agenda around which firms have worked together, which is a key success. It has also changed the cultural outlook of firms, for instance the Centre of Excellence has produced no direct outputs yet but indirect benefits have already occurred in the form of increased cooperation among firms around recruitment and sharing of resources.
5.2 Main findings

The key findings are:

· Activities have changed in response to evolving strategic aims.  In particular, the Centre of Excellence has become a collaboration of Aerospace, Defence and Marine; and new priorities surrounding R&D and development of the supply chain have been identified. 

· The activities are extremely well aligned to UK priorities as defined in the UK’s aerospace strategy. Whenever possible the team has aligned activity with national programmes such as the lean programmes.

· The outputs from activities have been focused on delivering the aims of the Scottish Aerospace strategy. They have been successful in that respect.

· Although a key thrust of SE’s strategy concerns engaging key stakeholders and developing partnerships with companies globally, the extent to which local companies have played a role in developing specific projects and priorities following the 2002 Strategy is unclear apart from the Centre of Excellence. This hints to the fact that companies are sympathetic and supportive of the industry initiatives, but not yet fully committed to them   A Steering Group has been established to prepare the strategy.

6.0 Results and Impacts
6.1 Results/outcomes 

There have been some key outcomes arising from the outputs of the aerospace strategy. These include: 

· Sector identity strengthened –several key aerospace companies are board members of the centre, its development has produced indirect benefits already such as a better networking and communication between companies and collaboration on recruitment, training and sharing of resources. 

· Greater link between industry and national programmes, Scottish Enterprise has been instrumental in delivering national programmes such as Lean.

· Improvement in the business environment has been delivered through several activities including the centre of excellence, alignment with national policy and the representation of the Scottish industry at national level. Other planned outcomes such as a SBAC Scottish office will also improve the business environment. 

· The industry's confidence has been boosted by the successful engagement with industry and increased sector identity. Recent investments by companies have also added to this confidence. 

6.2 Impacts

In general, projects are still developing and their full impact has not been felt. Despite only being in existence for a short period of time, the aerospace strategy has contributed to some key impacts. Ryanair, Goodrich and Roll-Royce investments are the most visible evidence of this.  Other impacts include: 

· New market opportunities seized – The range of activities under partnership development has encouraged firms to develop new products through the Technologies Opportunities Study and look at new markets (workshops with prime contractors and Scottish companies). Much of this activity would not have occurred without Scottish Enterprise involvement.

· Growing businesses – All projects have encouraged business growth from the Lean programme to the Centre of Excellence. National programmes such as Lean would have been delivered through other organisation such as SBAC, however, they would not have been delivered within the timeframe that they were. Initiatives such as the Centre of Excellence would not have happened without Scottish Executive involvement with the industry.

· Internationalisation – In addition to the investments, other activities have had a positive impact on inward investment including MRO related activity. The Scottish Aerospace Strategy 2005/6 position paper cites the safeguarding and creation of 3,037 jobs between 2002 and 2005 as a key impact of the aerospace strategy. It is unlikely that all these jobs are directly attributable to Scottish Enterprise’s involvement with the industry. We can gauge whether this is above or below the trend in job creation. On average FDI investment created 650 jobs each year between 1997 and 1999
, compared with the 908 each year between 2002 and 2005. While these averages are likely to be influenced by different market conditions, it is reasonable to assume that a proportion of these jobs were created by Scottish Enterprise’s intervention in the industry.

There has been no evaluation of the aerospace activity that would have provided information on other impacts. 

6.3 Main findings
The key findings are:

· The aerospace strategy links project outputs and outcomes impacts very well. 

· There is limited evidence on impacts. This is mainly because Scottish Enterprise involvement with the sector is relatively recent and therefore it is too early to observe its impact. In addition, it is difficult to identify some impacts such the extent to which initiatives such as Lean programme influence employment and GVA.

· There are few identified impacts emerging from Scottish Enterprise supported or facilitated activities. For those that have been recorded, there is no evidence on the contribution of Scottish Enterprise involvement. 

· There are no individual projects evaluations to offer evidence on impacts of Scottish Enterprise activity on the aerospace industry. 

· The set of projects developed and delivered by the Aerospace Team have produced positive outcomes for the industry. These should lead to beneficial impacts in time under favourable circumstances.  

7.0 Conclusions and Learning Points
This section makes some conclusions and recommendations around learning points and future research.

7.1 Conclusions and Learning Points

The main conclusions and learning points to emerge from the study are:

· The skills set of the cluster team are a key element in establishing Scottish Enterprise's credibility with industry and also for developing appropriate strategic responses to industry's needs. The role of the team leader in this respect is paramount. They are the main points of contact with industry and are responsible for a large share of relationship building. This has a number of implications for Scottish Enterprise. First, it is important that the team leader possesses these skills or receives support and training until these skills are developed. Second, it is important that members of the team have experience of the industry as it helps with development of strategy and initiatives; it is also very important in building credibility.

· There have been distinct advantages from adopting the industry approach over the account management approach. The team is able to develop an overall picture of the industry and interpret the strategic importance of initiatives. The knowledge of the industry team allows it to create initiatives for the industry and to draw on relevant Scottish Enterprise products.  The cluster team has also given SE access to key players such as company HQ representative and DTI panel membership which have had benefits for the industry in Scotland. 

· Without the aerospace team these benefits would be lost. Scottish Enterprise has succeeded in bringing the industry together around key projects and a Scottish aerospace strategy, something the industry itself has failed to do. 

7.2 Further research questions

There are some issues which should be explored in the future, which include:

· Identification of an organisation to succeed Scottish Enterprise, if it is SBAC then there needs to be an assessment of the overlap between SBAC and the Centre of Excellence.

· Should the industry broaden its links with other industries and clusters? Electronics and Energy are industries with which aerospace can develop links as the technical nature of these industries provides market opportunities.
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