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Executive Summary

Background

In July 2004 BiGGAR Economics was appointed by Scottish Enterprise Lanarkshire (SEL) to undertake an evaluation of its Innovation Support Programme (ISP) from the 2002/03 financial year to the first quarter of 2004/05.  The project ran from July through September 2004.

Innovation Support addresses Growing Business’s strategic objective of ‘increasing the commercialisation of research and innovation’. This is achievable by tackling the issues of low R&D investment in order to encourage the development and commercialisation of new products and services, and, ultimately, innovative, competitive and sustainable businesses.

Reasons for intervention include addressing the risks associated involved with the potentially high costs of innovation activity in comparison to the conceivably lengthy payback periods: timescales that are often beyond that which businesses can accommodate, and information deficiencies, where businesses have not fully assessed technologies and market/sales opportunities etc.

The Programme consists of the application of specialist product initiatives/grants (incorporating Technologist, Technical Assistance and Small Company Innovation Scheme elements) accessed through the Business Gateway and SEL’s Client/Account Managers. The Programme is delivered through the engagement of specialist innovation advisers (UXL Ltd.).
The overall aims of the research were to:

· evaluate the success or otherwise, access to, and value for money of the Programme in providing technical and innovation support services;
· assess the impact of each element of the Programme;
· establish the levels of client satisfaction of the Programme; and

· determine the success, or otherwise, of the delivery mechanism and 
its contribution to overall Programme targets.

Desired intervention outcomes include both a significant increase in local awareness to the importance of embracing innovation practices, and evidence of adopting a longer-term innovation culture. Tangible outputs of participating companies include improved efficiency and growth, improved product levels, an increase in knowledge/skills transfer and an increase in overall competitiveness within the global marketplace.

The delivery mechanism for innovation support since 2001 has been through UXL Ltd., whose contract expires at the end of the current financial year. 

The motivation for the study was two-fold: 

· to contribute an evidence-base of Programme performance to the recent (October) ERDF funding application; and

· to assist in determining the shape of future specialist consultancy support services (from April 2005).

The previous strategic review of technology and innovation services in Lanarkshire was undertaken by Eddy Adams Consultants Ltd. and O’Herlihy & Co. Ltd (2001) which focussed on the Lanarkshire Technology Innovation Centre.

Methodology

In order to meet the aims, the following research was undertaken:

· desk based research of programme-level data;

· face-to-face interviews with staff from Scottish Enterprise, SEL, the Business Gateway and UXL Ltd. as deliverers of the Programme;

· face-to-face interviews with staff from a number of ‘local’ universities;

· face-to-face interviews with 36 assisted companies;

· a web-based survey of 20 assisted companies;

· face-to-face interviews with 6 non-beneficiary companies (to identify reasons of non-participation); and

· qualitative and quantitative analysis of overall Programme performance.

56 interviews with benefiting companies were achieved giving a response rate of 27%.  

The following table summarises respondents according to sector.  

Breakdown of Interviewed Businesses by Sector

	Sector
	Number
	%
	% (All assisted businesses)

	Biotechnology & related industries
	7
	13
	2

	Mechanical Engineering
	10
	18
	12

	Software & Multimedia
	17
	30
	23

	Electronics
	4
	7
	18

	Textiles
	1
	2
	2

	Food & Drink
	2
	4
	2

	Paper & Printing
	1
	2
	5

	Other service industries
	3
	5
	7

	Other manufacturing industries
	6
	11
	20

	Construction
	4
	7
	4

	Not known
	1
	2
	5

	TOTAL
	56
	100
	100

	Source: Biggar Economics Survey; SEL


Results

The main reason for companies seeking support under the ISP was for the application of technology new to the industry companies were operating in.  The least important factor was to advance technological performance.  

From the consultation exercises, the main reason for companies seeking support was for the application of technology new to the industry in which they were operating. In contrast, the least important factor for participation was to advance technological performance.

The most common output from participation, across all segmentation categories, was the development of a new product.

Prior to participation the majority of companies (86%), regardless of segmentation, had developed an idea or concept, while only 11% had developed a business plan. Business Gateway managed companies had undertaken less pre-assistance work than Account Managed companies, particularly in relation to market analysis.
90% of businesses felt that the advice and guidance provided had been relevant to their needs, and that to date 84% had acted on the recommendations made to them.

Responses indicate that more than one third (35%) of all respondents believe that none of the outputs would have been achieved without support, and a further 21% would have achieved few of the outputs.

Almost one third of companies would not have developed the project at all without support through the Programme, including more than 70% of the Account Managed companies.

66% of businesses were either ‘more likely’ or ‘much more likely’ to embrace innovation in the future. The most significant influence of the Programme was on changing attitudes to:

· confidence of management in introducing and exploiting innovation;

· attempts to achieve a diversified customer base;

· use of external resources; and

· development of capacity for innovation, including in-house innovation management skills.

44% of businesses surveyed reported that their innovation capability had ‘greatly improved’, with 35% reporting some improvement. The percentage of companies reporting at least some improvement compares as follows for Account, Client and Business Gateway managed companies respectively: 67%, 73% and 75%.

Recipients of advice and support are generally satisfied with the Programme, with ‘relevance of recommendations provided’ and ‘quality of technical input given’ scoring highly. In contrast, some concern exists relating to the disproportionate amount of paperwork, bureaucracy and time required for the receipt of small grants - though the necessity of gate keeping public funds is accepted.

Access to finance is the most important factor influencing innovation activity and lowering risk. 

Suggestions to develop the Programme included:

· the provision of aftercare support to assisted businesses;

· marketing activity to promote the idea of innovation;

· providing an innovation health-check or audit tool so that businesses can assess their innovation capability;

· providing innovation ‘mentors’ that could work with businesses to stimulate innovation and implement ideas;

· providing greater financial support, particularly for those projects that promise greater potential impact on the economy;

· supporting networks of businesses in the same industry cluster;

· providing support for in-house research and innovation in companies similar to that provided to universities (for example, Proof of Concept funding);

· developing activities to generate more demand for innovation support (including workshops for companies working in similar areas in order to stimulate commercial collaborations);

· developing a framework agreement and support package that could serve as a model for SMEs wishing to collaborate on projects in which both parties seek to derive benefits, including sharing intellectual property rights and downstream rewards;

· decreasing support to multi-national inward investors while increasing that available to others, particularly for young companies;

· undertaking in-depth research of Scotland’s imports and exports to identify opportunities for innovation; and

· focussing on key sectors (for example, renewable energy).

Economic Impact

Based on internal monitoring data the Programme has performed to target during the evaluation period.

The margin of error in the sampling frame has been calculated to be +/- 11%. Taking this into account the results below reflect a range within which we can be 95% confident of the accuracy.

Information from the business survey suggests that the Programme has resulted in:

· 93 – 115 new products;
· 36 – 45 enhanced products;
· 43 – 45 new processes;

· 23 – 29 enhanced processes; and
· 10 – 12 product licences.

The net economic impacts of the Programme in 2004 were estimated as:
· company turnover in Lanarkshire of between £10.99 and £14.87 million;

· company turnover in Scotland of between £12.93 and £17.49 million;

· GVA in Lanarkshire of between £7.11 and £9.62 million;

· GVA in Scotland of £3.42 to £4.63 million;

· 46.8 - 3.3 F.T.E jobs created in Lanarkshire;

· 57.9 - 78.3 F.T.E. jobs created in Scotland;

· 248.7 - 336.5 F.T.E. jobs sustained in Lanarkshire; and

· 295.5 - 399.9 F.T.E. jobs sustained in Scotland.

The potential economic impact benefits of the Programme in 2007 were estimated as:

· company turnover in Lanarkshire of between £27.59 and £37.32 million;

· company turnover in Scotland of between £30.05 and £40.66 million;

· GVA in Lanarkshire of between £18.94 and £25.62 million;

· GVA in Scotland of £10.97 to £14.84 million;

· 215.8 - 291.9 F.T.E. jobs created in Lanarkshire;

· 242.3 - 327.8 F.T.E. jobs created in Scotland;

· 582.5 - 788.1 F.T.E. jobs sustained in Lanarkshire; and

· 701.6 - 949.2 F.T.E. jobs sustained in Scotland.

The projections for 2007 should be treated with some caution insofar as many of these results are based on the successful launch of new products. It is likely that not all of these products will be successful.

The assessment of value for money indicates:

· cost per job of between £4,842 and £6,551 in Lanarkshire;

· cost per job of between £4,048 and £5,477 in Scotland; and

· cost per new product/process of £25,793.

Conclusions

Overall, the evidence suggests that the Programme is meeting its objectives. Awareness of innovation within assisted firms is increasing, implying it is reacting to the needs of enrolled companies.

Although the majority of local firms surveyed responded that they were likely to embrace innovation in future, it cannot be concluded that the Programme is encouraging them ‘to adopt a longer-term innovation culture’. It is probable that businesses are more likely to be responsive to the short term needs of the business and/or already have an innovation strategy. It could be said, therefore, that the Programme is responding to more immediate needs identified by companies and their advisers. This should not imply a criticism of the Programme, rather the appropriateness of the objective.

The evaluation provides evidence that the support given through the Programme is improving both efficiency and growth within firms and offers good value for money to the public sector.

The Programme may be increasing a firm’s overall knowledge and skills’ transfer, but it is the support available in the form of financial assistance that is seen to be the key element. Many firms report that they possess expertise and skills internally, and where they do not, they recruit appropriate personnel. For smaller or lower-technology firms, this objective remains more relevant.

The research indicates that assisted firms can be categorised as:

· small companies that benefit from the Programme, but may not be generating significant or long-term economic impact;

· ‘first time’ innovators or companies that benefit from both advice and financial support; and

· experienced innovators, or larger more experienced companies, who benefit from the financial assistance only.

Categories one and two include Business Gateway and Client Managed businesses, while categories 2 and three define both Account and Client Managed firms.

For higher technology firms remaining competitive in the global marketplace is of crucial importance. Support received under the Programme, particularly the financial assistance element, enables this to happen.

Recommendations

Recruitment

The evidence suggests that more could be done to stimulate demand for innovation support amongst Lanarkshire companies, and, therefore, increase exposure to the Programme. This should occur across all client segments but with a particular focus on first time innovators, or companies that benefit from both advice and financial support.

Action: consideration should be given to organising networking events for companies operating in specific sectors with the aim of stimulating collaboration. While this may result in more projects coming forward, this development would be in response to the market failure of information deficiencies.
The establishment of a more streamlined selection recruitment process is also recommended. With the development of stricter criteria against which projects can be assessed, and the consequent reduction in the number of grants awarded, an increase in the value or proportion of project costs actually funded could be achieved.

Action: revise targets and criteria for the number of companies benefiting from an initial scoping meeting and those actually receiving assistance.
Greater clarity is required concerning the support is available under the Programme e.g. assistance with funding applications, technical advice or general business support advice.

Action: instigate formal meetings between SEL and its contractors that aim to  provide up-to-date information on the aspirations of the Programme, how it is operating and any changes required to reflect the needs of SE and SEL. Ultimately, clients can be kept informed as to the support available and efforts made to manage their expectations accordingly.
Monitoring Performance

A more streamlined recording of Programme level data is required to improve the maintenance and updating of records and to confirm Programme inputs and outputs.

Action: SEL to assume the responsibility for all management information, specifically in the areas of Programme assistance and the monitoring of claims. This largely administrative task should be undertaken by administrative support rather than Account/Client Managers who should focus on the delivery of higher-level objectives.
Improved recording of impacts may be necessary: the evaluation suggests a disparity between the actual output information collated by SEL and outputs perceived by businesses. This disparity exists because specific sales data is not taken into account when calculating Programme outputs.

Action: SEL to agree a performance measurement framework for the future delivery of the Programme. This should be managed by SEL with input as appropriate from the contractor.
Delivery

Variation exists between the types of projects being developed and those put forward for support. In the absence of a formal project appraisal system this is based on decisions by SEL or Business Gateway Executives.

Action: SEL to develop and roll out a ‘stage gate system’ to evaluate and score a project. This approach is used in the electronics sector where the rationale is to shorten the duration of developing a product/process.
The ‘stage gate system’ aims to cull mediocre projects at an early stage. The lack of effective ‘gate criteria’ can allow resources to be spent on developing unrealistic or unsustainable projects.

This system is similar to the Quality Function Deployment (QFD) system but is considered more appropriate for application across sectors. The ‘funnel system’ may include the following stages:

· scoping – involving a preliminary market, technical and business assessment;

· developing a business case – involving more detailed market research along with technical/manufacturing assessments;

· product/process development;

· testing and validation;

· launch; and

· post-launch review.
Evidence from the evaluation also suggests there is an argument for changing the Programme components based on apportionment of economic impact.

Action: SEL to consider incorporating the Technical Assistance element of the Programme into the other components.

At a strategic level greater clarity is required on the delivery of assistance and advice given and on the roles of each organisation. If the contractor is operating as an additional layer of support between SEL and its ultimate clients there may be merit in reassessing how the Programme operates and SEL’s role in its management.

Action: SEL to assess the feasibility of assuming full responsibility for overall Programme management and delivery in relation to existing budgets and workload. Delivery should also acknowledge the potential conflict between the requirements of KMIS and the flexibility required to nurturing creativity and innovation in the short-term in order to generate long-term quantitative benefits.

With the Programme operating in isolation from the breadth of expertise that exists outside SEL, it would appear there is little consistency in accessing ‘best practice’ across the Network. Knowledge is accessed on an ad hoc basis and depending on personal relationships.

Action: SE to develop a network system where SEL executives can access information available within the Network, thereby ensuring that collaboration and dissemination of ‘best practice’ can occur across LEC areas to the benefit of Lanarkshire companies

Future Delivery 

In order to maximise economic impact, future delivery of the Programme should concentrate on working with ‘first time innovators’, those who benefit from both innovation advice and financial support, and also the ‘experienced innovators’, those larger more experienced companies who benefit from financial assistance only.

A new structure to deliver the Programme may be necessary to allow SEL retain responsibility for managing the development of innovation. There are two issues to bear in mind:

· programme management; and 

· programme delivery.

Given the financial commitment to the Programme, SEL should retain full control over its management.  In terms of delivery, SEL could assume responsibility for delivery of innovation services, and where the expertise does not exist internally, sub-contract to a panel of experts across the UK. The objective of such a change to the structure of the Programme would be to ‘free-up’ other advisers to work with firms and increase the quality of innovation activity.

This potential development would also be consistent with SEL’s shifting emphasis on Account Managers assuming a greater responsibility for developing sectoral clusters. As SEL identifies areas of ‘best practice’ within a sector it would seem sensible to assume greater control for referring companies to appropriate resources.

Inevitably any changes to Programme delivery would have potential impact on operational budgets.

1 INTRODUCTION

1.1 Background

BiGGAR Economics was appointed by Scottish Enterprise Lanarkshire (SEL) in July 2004 to undertake an evaluation of its Innovation Support Programme (ISP) from the 2002/03 financial year to the first quarter of 2004/05, the ‘evaluation period’.  

Specialised innovation initiatives and grants offered within the ISP are:

· Small Company Innovation Scheme (SCIS) – grant awards to support companies with up to 100 employees, including costs associated with R&D and prototyping;

· Technologist – aimed at enabling companies gain access to engineering/ scientific expertise, including support costs associated with employment of technical specialists; and

· Technical Assistance – which targets the reduction of barriers associated with accessing external expertise, including support costs in employing external resources to develop an innovation initiative.  

1.2 Aims and Objectives

The overall aims of the research are to:

· evaluate the success or otherwise, access to, and value for money of the ISP in providing technical and innovation support services;

· assess the impact of each component of the ISP; 

· establish levels of client satisfaction for the ISP;

· determine the success, or otherwise, of the delivery mechanism and its contribution to overall Programme Targets.

Specific objectives are to assess the following over the course of the evaluation period:

· the extent to which innovation is being stimulated within the Lanarkshire business community;

· the extent to which a culture of innovation and new product development is being sustained;

· linkages between SMEs and higher education institutions (HEIs) or other sources of commercialisation opportunity;

· the ISP’s contribution towards helping restructure the West of Scotland economy in favour of new and emerging technology sectors;

· the profile of companies participating in the programme and their characteristics;

· determine achievements, outputs and impacts and gauge the views of the ISP and its delivery through a survey of assisted companies;

· value for money of the ISP and the cost-effectiveness of its delivery;

· performance of the ISP against target;

· overall success of the ISP in meeting its objectives and targets;

· performance of the ISP against targets; 

· the perceived attitudinal change in businesses adopting innovative approaches in relation to strategic thinking, confidence etc; and

· changes to the ISP in its design and future delivery to optimise economic impact.  

1.3 Approach and Methodology

In order to meet the evaluation objectives, the following research was undertaken:

· desk-based research of programme-level data including information on financial performance and company information;

· face-to-face interviews with staff from Scottish Enterprise, SEL, Business Gateway (BG) and UXL Ltd. as deliverers of the ISP;

· face-to-face interviews with staff from universities in the immediate vicinity of Lanarkshire;

· face-to-face interviews with 36 companies assisted through the ISP;

· a web-based survey of 20 companies assisted through the ISP; 

· face-to-face interviews with 6 companies that had not participated in the ISP; and 

· quantitative and qualitative analysis of the overall performance of the ISP.

1.4 Structure

The remainder of this report is structured as follows:

· Chapter 2 summarises the ‘Strategic Context and Programme Need’;

· Chapter 3 assess the ‘Operation of the ISP’;

· Chapter 4 analyses how the ISP is performing in terms of ‘Feedback from Stakeholders’;
· Chapter 5 assesses how the ISP is performing based on ‘Feedback from Businesses’;

· Chapter 6 analyses the ‘Outputs and Impacts to date and anticipated benefits from the ISP’; and 

· Chapter 7 provides ‘Conclusions and Recommendations’.  
2 Strategic Context and Programme Need

2.1 Introduction

This section of the report provides a background to the context within which the ISP is being delivered and assesses the overall need for innovation assistance.  

2.1.1 Strategy and Policy

The Framework for Economic Development in Scotland (FEDS) 2004 proposes the Scottish Executive’s vision for economic development in Scotland.  In creating the conditions for economic growth, the Framework promotes four ‘enabling objectives’, including ‘dynamic competitiveness in Scottish enterprises’, and in this respect the public sector has potentially the greatest contribution to make to the success of entrepreneurial activity.  

The Framework places an emphasis on raising productivity and competitiveness, and ‘research & development and innovation’ is identified as one of five ‘key drivers’ or priorities for the Scottish Executive in increasing the competitive advantage of Scottish firms.  In particular, capital investment has an important role in stimulating innovation and technical progress.  In addressing the R&D gap the Executive will continue to support programmes such as SMART, SPUR and SPUR+ to catalyze and support expenditure on R&D within the SME sector.    

FEDS provides the context for a Smart Successful Scotland, Ambitions for the Enterprise Network.  SE operates across the three themes of ‘Growing Business’, ‘Global Connections’ and ‘Learning and Skills’.  Under ‘Growing Business’, ‘increasing the commercialisation of research and innovation’ is stated as a strategic objective by tackling the issues of low R&D investment to encourage the development and commercialisation of new products and services and ultimately innovative, competitive and sustainable businesses.  

Within Changing Gear Towards 2010 the Local Economic Forum’s economic strategy for Lanarkshire, boosting creativity and levels of innovation are prerequisites for building a more competitive business base.  The strategy also highlights the importance of strengthening links between the educational and commercial sectors in relation to innovation and technology development.  Within ‘Growing Business’, higher innovation is required to achieve the ‘supporting entrepreneurship’ objective.  Specifically, it is recognised that supporting local SMEs in adopting innovation, new technologies and resource efficiencies is fundamental to supporting business growth.  The lead partner in delivering the development and awareness of innovation in SMEs is SEL.

2.2 Defining Innovation

The Department of Trade and Industry (DTI) defines ‘innovation activity
 as whether businesses have:

· introduced a new or significantly improved good, service or process;

· been engaged in innovative projects not yet complete or abandoned;

· been engaged in longer-term innovation activity such as basic R&D or technology watch;

· invested in areas such as internal research and development, training, acquisition of external knowledge or machinery and equipment linked to innovation activities; or

· formally co-operated on innovation activities with other enterprises or institutions.

SEL’s performance measures for the ISP are consistent with the DTI’s definition of ‘innovation activity’ based on targeted outputs of:

· number of new products/ services developed;

· new processes implemented;

· licenses acquired by businesses in Scotland;

· licenses granted to businesses outwith Scotland;

· new collaborative ventures to achieve technology transfer or commercialisation of knowledge/intellectual property;

· approved SCIS applications; and 

· applications to SMART/SPUR/Proof of Concept/EU 6th Framework.  

2.3 Programme Need

Despite increases in spend on R&D to £640 million in 2002
, business R&D represents 0.77% of Scottish GDP, compared to 1.24% in the UK and 1.54% (OECD average).  The Executive and SE recognise that closing the R&D gap depends on the ability of Scottish businesses to access innovative methods of working and in producing goods and services.  

The emphasis in national and regional policies on supporting innovation and developments in a range of initiatives to support R&D and commercialisation (e.g. Proof of Concept Fund, Scottish Co-investment Fund, SMART, SPUR etc.), all suggest that there is a need for intervention in encouraging and supporting innovation in Lanarkshire’s SME business base.  

In this sense, the market failure being addressed by the ISP relates to ’risk’ where local businesses are either reluctant to or not willing to spend time and/or resources in innovation activities where the benefits are not known and/or will take too long to realise and therefore carry a much higher risk to the company.  

In addition, a market failure exists in relation to ‘information deficiencies’ insofar as businesses are not fully aware of the market opportunities in relation to the adoption of an innovative product/process; businesses are unwilling to meet the costs of external assistance; businesses have the technical expertise to develop a project but cannot secure funding or justify the investment by the company in developing an idea further.  

There may also be market failure in relation to ‘externalities’, particularly in relation to collaboration with third party organisations, where it is perceived that the potential benefit will accrue to the partner organisation.  

3 Operation

3.1 Introduction

This Chapter discusses the objectives of the ISP, its operation, how it is managed and the overall process from referral to completion of a project.  

The section also provides information on the funding of the Programme.  

3.2 Objectives

The overall aim of the ISP is to encourage and support innovation within the Lanarkshire business community.  In particular the ISP aims to:

· increase local awareness of the importance of firms embracing innovation practices;

· encourage local firms to adopt a longer-term innovation culture;

· improve efficiency and growth within firms;

· increase overall knowledge and skills’ transfer; and

· increase overall competitiveness in the global marketplace.  

3.3 Delivery

The ISP is delivered through external specialist consultants, UXL Ltd., contracted by SEL who provide a number of specialised innovation products.  

3.3.1 UXL Ltd.

UXL Ltd. has been contracted to deliver ‘technology support services’ since April 2002.  This contract expires in March 2005.  These services include company innovation support, university support activity and company creativity workshops.  

The UXL Ltd. adviser is responsible for attendance at meetings with firms and SEL or BG advisers, working with companies on relevant applications, technical appraisals, and, in the case of the SCIS, monitoring claims and providing ongoing information to the adviser.  

3.3.1.1 Diagnosis

A UXL Ltd. adviser attends an initial meeting with a potential participant firm accompanied by a SEL (client or account manager) or Business Gateway adviser.  If there is a potential project that is eligible for support under the ISP, UXL Ltd. produces a development plan that is ‘signed off’ by the relevant business adviser and SEL’s ISP Manager.  

3.3.1.2 Implementation

The aim of the Technologist support is to facilitate access to 

engineering/scientific expertise (e.g. input from a university) to support the development of new products and/or processes, thus transferring technology skills and positively influencing corporate culture towards product development and growth.  Grant funding of up to 50% of the employment cost associated with employing a technologist to join or lead a development project is available.  The grant ceiling is £15,000 and this contribution must amount to no more than 30% of total project cost.

The aim of the Technical Assistance initiative is to access external technical specialists providing advice and guidance on short term projects.  Grant funding of up to 50% of eligible costs to a maximum of £10,000.  

Under the ‘technologist’ and ‘technical assistance’ elements of the ISP, UXL Ltd. meets with the beneficiary firm to scope the project, source expertise and assist with the application process.  The output from this stage is the application form, technical appraisal and a referral meeting attended by UXL Ltd., the company and its SEL or Gateway adviser.  There is no further input by UXL Ltd. unless specifically requested by the adviser and the SEL ISP Manager.  

UXL Ltd.’s input under these elements is restricted to a maximum of three days consultancy support.  

The aim of the SCIS is to increase the number of SMEs actively developing and commercialising new products and/or processes.  Support is in the form of a grant of up to 35% of costs associated with R&D and prototyping up to a maximum of £25,000.  A further £25,000 can be applied for to deal with research activity and product launch.  

For SCIS or SMART/SPUR advice, UXL Ltd. meets with the beneficiary firm to scope the project, source expertise and assist with the application process.  The output from this stage is the application form, technical appraisal and an ‘update’ meeting between UXL Ltd. and the adviser to discuss an application and its technical merits.  The adviser undertakes a business appraisal of the project which is referred to SEL’s ISP Manager for approval.  

If a project is approved at this stage, UXL Ltd. produce a SCIS contract which is agreed and signed of by the ISP Manager.  The Business Adviser retains responsibility for the spend of the grant although UXL Ltd. undertakes monitoring.  As a company makes a claim, UXL Ltd. undertakes a visit and at the end of a project, a formal report is completed by UXL Ltd. and the Adviser.  

UXL Ltd.’s input under this element is restricted to a maximum of five days consultancy support.  

For ‘university collaborations’, for example the Knowledge Transfer Partnership (KTP) or Teaching Company Scheme (TCS), UXL Ltd. meets with the beneficiary firm to scope the project, source the expertise and assist with arranging meetings.  A development plan is produced which details the key stages of UXL Ltd.’s involvement which is discussed with the Business Adviser.  UXL Ltd. undertakes the project and updates the Business Adviser at each key stage.  

UXL Ltd.’s input is agreed at the development plan stage.  

3.3.2 Management

The ISP is managed by SEL.  It is responsible for ‘signing off’ all development plans.  

The individual Business Adviser is responsible for attending company meetings, liaising with UXL Ltd. advisers and ensuring that progress are received when SCIS claims are made.  

UXL Ltd. maintains a greater day-today involvement with the management and operation of the SCIS.  

3.4 Costs

Table 3.1 below provides a summary of the costs of the ISP to date.  Overall the public sector will have invested some £2.56 million in the ISP up until 31st March 2005.  

Almost 40% of this will have been spent on delivering consultancy support.  The SCIS will have accounted for 32% of total expenditure up until 31st March 2005.  

Table 3.1: SEL ISP – Costs

[image: image1.emf]SEL ERDF

Local 

Authority

Annual 

Total SEL  ERDF

Local 

Authority

Annual 

Total SEL ERDF

Projected 

Annual 

Total

Projected 

Three-Year 

Total

SCIS 100,000       50,000        -            150,000      200,000     100,000      -                300,000    250,000       125,000    375,000     825,000      

Technical Assistance N/A N/A N/A N/A 90,000       30,000        -                120,000    50,000         10,000      60,000       180,000      

Techologist 60,000         18,000        -            78,000        45,000       10,000        -                55,000      100,000       30,000      130,000     263,000      

Consultancy 240,000       74,663        67,000      381,663      210,000     105,944      40,000           355,944    200,000       66,000      266,000     1,003,607   

Commercialisation 70,000         17,500        87,500        50,000       -              -                50,000      N/A N/A N/A 137,500      

Expert Help 120,000       30,000        150,000      N/A N/A N/A N/A N/A N/A N/A 150,000      

-              -           

Totals 590,000       190,163      67,000      847,163      595,000     245,944      40,000           880,944    600,000       231,000    831,000     2,559,107   

2002/03 2003/04 2004/05


Source: SEL

Notes:

· Technical Assistance component not in operation in 2002/03

· ‘Consultancy’ includes UXL Ltd. and a budget for one-off specialist consultancy;

· ‘Commercialisation’ phased out in 2003/04;

· ‘Expert Help’ phased out in 2002/03;

· North and South Lanarkshire Councils contributed to UXL Ltd. delivery of the ISP on 2002/03 and 2003/04; 

· Annual Totals for 2004/05 are for 12 months.  Actual spend across each component for Q1 of this period has been estimated at £207,750; 

· Following on from this, total actual spend for the evaluation period is estimated at £1.94 million.

3.5 Targets

Table 3.2 below provides a summary of the target and actual outputs for the ISP to date.  

Up to 2004/05, including the evaluation period, the ISP will have targeted a total of:

· 81 new products/ services launched; 

· 23 new processes implemented;

· 11 licenses acquired by businesses in Scotland;

· 2 licenses granted to businesses outwith Scotland;

· 14 collaborative ventures to achieve technology transfer; and 

· 20 applications to SMART/SPUR/PoC/EY 6th Framework.  

Table 3.2: SEL ISP – Target Outputs

	Indicator
	2002/03
	2003/04
	2004/05
	TOTAL

	New products/ services launched
	27
	33
	21
	81

	New processes implemented
	-
	14
	9
	23

	Approved SCIS applications
	-
	18
	15
	33

	Licenses acquired by businesses in Scotland
	7
	2
	2
	11

	Licenses granted to businesses outwith Scotland
	-
	1
	1
	2

	Collaborative ventures to achieve technology transfer
	1
	5
	8
	14

	Applications to SMART/SPUR/PoC/EU 6th F’work
	10
	5
	5
	20


Source:  SEL

4 Feedback from Stakeholders 

4.1 Introduction

This Chapter provides a qualitative assessment of how the ISP is performing.  The information is based on a number of face-to-face interviews with consultees from SE, SEL, the Business Gateway, Universities and UXL Ltd. specifically.  

A full list of consultees is provided in Appendix B.  

Each interview was guided by an ‘aide memoire’ that focused on:

· the rationale for the ISP;

· operation of the ISP;

· relevance of support;

· linkages with HEIs;

· development of the ISP since its launch; and

· future delivery.

This section also assesses the views of non-participant companies in relation to the ISP in order to establish whether there are any constraints in relation to the marketing of the Programme and recruitment of companies on to it.  

4.2 Rationale

The ISP is regarded as an important tool in SEL targeting and delivering innovation support to companies, and results achieved could not have been realised without the financial contribution from the ISP.  

There is a view that some companies are not accessing SEL support for innovation activities and their specific innovation requirements are unclear.  The ISP is the mechanism to establish requirements and stimulate innovation within the Lanarkshire SME-base by making companies less risk averse in the development and implementation of innovation activities.  

The availability of the ISP also provides businesses with current information in relation to innovation activities in an attempt to overcome the apparent failure within companies to identify a need for innovation.  

4.3 Operation

The ISP is not actively marketed by account managers or business advisers but is offered as one of a range of SEL products available in the process of providing business support.  

The area of ‘innovation’ is raised by a company/its adviser during the course of a typical visit by a business adviser, identifying the company’s development needs.  At this point companies are referred by the BG or SEL adviser to UXL Ltd., and this recommendation depends on the personal view of the adviser.

The BG is operating in an environment where its target for referral to the ISP has been increased from 50 companies to 100 companies.  In achieving these higher targets there is a risk of enrolling companies who may not have the capacity for innovation at this stage of their development.  

4.4 Relevance of Support

The onus is on the adviser to ensure that there is clarity between ‘innovation support’ and ‘business development support’.  This is an important point as there could be companies participating in the ISP who still require business development support but this should be clarified during normal consulting activities.  

The ISP is filling information gaps that exist within a company in developing innovation.  

Closer liaison between the BG and UXL Ltd. is required for the delivery of other business development support as inevitably with these companies there will be a tendency to discuss wider company growth and development issues rather than focusing on innovation activities.  

The SCIS is addressing the needs of companies in developing innovation activities.  It operates differently from other products whereby a company can submit a claim for internal time spent developing an innovation project rather than claiming for external expertise bought in.  In this sense the SCIS is popular amongst companies who wish to retain control over the project.  

Some concern was expressed that advice on marketing and selling is not being delivered within the SCIS.  

4.5 Linkages with HEIs

Links between Lanarkshire SMEs and HEIs are reported as generally poor with little change over the course of the evaluation period.  There is a view that companies operating in high technology sectors have developed and maintained their own links to HEIs or have recruited the best technical expertise available and as such do not require the assistance components of the ISP.  

For Lanarkshire, in the absence of universities within its geographic boundary, it is important that its companies can access such expertise if required, through university account managers within the relevant LEC.  Greater co-ordination between SEL and the SE network may be necessary to match a Lanarkshire company to a university.  

Existing links with universities rely on the strength of the UXL Ltd. advisers links.  In this sense contacts with Strathclyde University are stronger on the basis of contacts with the UXL Ltd. adviser.  

Regardless of the brokerage role of the ISP and HEI sector, the requirement of universities to generate revenues and potential spin-outs may prevent links being developed.

4.6 Development

Improvements to the ISP have occurred over the evaluation period.  The main change has seen a far greater involvement by SEL Account or Client managers in ISP projects ensuring greater control over their development.  

Delivery of these elements of support since the establishment of market segmentation has seen a more focussed approach in delivering innovation support.  SEL now has greater control over which companies are accessing innovation support and integration of their requirements to other sources of business support.  

Furthermore the focus from Smart Successful Scotland has seen a change in SEL’s own attitude towards innovation support and there is a far better understanding of what innovation can achieve.  Ultimately, however, attitudes within the SME sector are fundamental, particularly the aspirations of owner managers in relation to company growth and innovation.  

4.7 Future Delivery

Innovation support services will continue to be a key priority for SE and SEL in future.  

Despite improvements as a result of company segmentation, there is a view that in contracting out innovation services, SEL still does not have enough control over the ISP.  An alternative structure could be to retain responsibility for all aspects of the ISP and utilise specific innovation expertise that is being accumulated within SEL.  Where this is deemed insufficient for a company and the project it is developing, expertise could be sub-contracted according specific demand.  

There is still a perceived gap in stimulating innovation within companies suggesting a need for ‘innovation workshops/events’ to encourage greater collaboration by businesses and academia.  By raising exposure to what is happening elsewhere, there is the potential to improve the capacity of companies to be innovative and stimulate demand for the ISP.  

4.8 Non-Participants

There is concern that Lanarkshire SMEs do not demand and/or understand the need for innovation support and are, therefore, not raising product/process development as an issue during the normal business consulting process.  

In order to clarify constraints in accessing support and how these could be overcome, a series of face-to-face interviews with six non-participants took place (three ‘account managed’ and three ‘client managed’).  While these consultations could not be expected to provide an estimate of the scale of demand for innovation support services, they did give a flavour of why businesses had not participated in the programme.  

The results are assimilated according to:  

· awareness of SEL support initiatives;

· requirement for external assistance; and 

· stimulating innovation

4.8.1 Awareness of SEL Support Initiatives

Interviews suggest that while there is a good awareness of the wider support available, some companies are unaware of the extent of support specifically targeted at innovation.  

Those companies not accessing innovation support, but still working on innovation projects, tended to be working with customers and/or parent company in the development of a product.  One company was participating with Dundee, Paisley and Strathclyde universities on a number of different projects.  

In general non-participating companies were aware that there was innovation support and that the conduit for this was SEL.  Four companies who were not accessing innovation support through SEL had participated in SEL supported activities in networking, marketing, web development, health and safety, IIP, ISO accreditation and training support.  

4.8.2 Requirement for External Assistance

Table 4.1 below highlights the extent of assistance required by non-participating companies.  The majority of responses relate to demand for expertise in certain key areas, in particular marketing an innovative product/process.  

Table 4.1:  Non-Assisted Companies Requirements (responses)

	
	Need External Expertise
	Need External Funding

	Market Analysis & Marketing
	3
	2

	Patenting
	2
	1

	R&D
	-
	2

	Business Case Development
	2
	-

	Proof of Concept
	2
	-

	Technology analysis/ benchmarking
	2
	-

	Product launch
	1
	1

	Licensing
	1
	-

	Guidance on CE Marking Directive
	1
	-


Source:  BiGGAR Economics

Reasons for not approaching SEL for assistance were reported as:

· assistance not required; 

· lack of awareness of what is available by company’s R&D staff (rather than management);

· company would rather make own links; 

· unaware of what support and/or funding is available;

· perceive too much administration involved;

· do not have time to deal with SEL; and

· prior experience not good – won’t work with SEL on principle; 

4.8.3 Stimulating Innovation

The following suggestions for stimulating innovation amongst Lanarkshire companies were proposed:

· half-day seminar to explain what support is available and how to access this;

· sectoral event to present to larger companies e.g. construction sector; 

· sectoral event with appropriate mix of innovation companies; 

· funding for companies already engaged in R&D;

· advice and funding for those companies not engaged in R&D;

· expansion of R&D tax credits; 

· avoid use of external expertise/consultants which is seen as ‘anti-innovation’ - as the innovative firm is already developing innovation activities for itself and doing what it is best at; and 

· availability of larger grants for larger firms who either have the expertise or are prepared to buy it, and making the case for committing resources to the development of an idea.  

Key constraints in terms of frequency of response to stimulating innovation were reported as:

· risk and expense of developing a new product over other more pressing commercial needs; 

· scarcity of resources, skills; 

· access to funding because of risks associated with innovation; 

· conservative culture prohibits creativity and risk;

· regulatory environment and perceived costs;

· complexity of the supply chain inhibits innovation; 

· perceived bureaucracy of accessing support (time cost vs benefit); 

· companies having to demonstrate project need whereas it is not always possible to demonstrate need for an innovation project at that time; and

· lower standard and therefore quality of university graduate and young people are not developing skills in the application of sciences. 

The following innovation activities were ranked in the following order of importance:

· 1st – access to finance;

· 2nd – networking events;

· 3rd – training; 

· 4th – access to external expertise; 

· 5th – access to competitor information.  

5 Feedback from Businesses

5.1 Introduction

Feedback from businesses was gathered by two survey methods:

· face-to-face interviews with 36 assisted businesses; and

· a wider electronic survey to which 20 businesses responded.

The names of 114 companies that had been assisted since April 2002 were provided to us by SEL as contacts for the face-to-face interviews.  Appointments were arranged with 42 companies, of which six cancelled, leaving 36 respondents.

66 businesses were contacted for the wider survey.  This consisted of 28 companies from the previous 114 who could not meet with the consultants but did agree to participate in the wider survey and 38 companies from the population for which SEL provided us with contact details.  However, the contact details for 10 were incorrect, leaving a total of 56 businesses receiving the wider survey.  Twenty responded giving a response rate of 36%.

In total, therefore, feedback was obtained from 56 of the 208 assisted businesses – a sample size of 27% of the population.  The margin of error (assuming no other sources of error) is, therefore, 11% at the 95% confidence level.  This means we can be 95% confident that the impact results lie within the range quoted (representing a 22% spread).
SEL has provided a sector and segmentation for 194 assisted companies.  Where it has been possible the results of the face-to-face and wider surveys have been combined.

The businesses included in the fieldwork are listed in Appendix B and the questionnaires used are included in Appendix C.  Appendix A provides cases studies that demonstrate how three companies have benefited from the programme.

5.2 Profile of Businesses

The vast majority (81%) of businesses interviewed in the face-to-face survey were independent businesses and 19% were part of a group.  

The sample covered a wide range of sectors although software and multimedia accounted for almost a third of businesses interviewed face-to-face and a quarter of businesses in the wider survey which is higher than the percentage in the whole population (Figure 5.1).  There is a discrepancy in the number of companies recorded for the biotechnology sector as more companies responded were classified in this sector for both surveys than recorded by SEL.  The ‘paper and printing’ and ‘other manufacturing industries’ sectors were underrepresented in the surveys.  

Therefore both surveys do not accurately represent the population in that they do not exactly match the sector profile of the population. 

Figure 5.1 – Sector of Companies by Survey Type and Overall Population
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The number of employees in assisted firms varies in the face-to-face survey from 2 to 625, the frequency of which is shown in Figure 5.2.  

Figure 5.2 – Number of Employees in each firm (% respondents to question)
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The face-to-face survey covered a total of 36 businesses, of which (the figures in italics are the population percentages):
· 17 (47%) (30%) were account managed companies;

· 4 (11%)  (34%) were client managed companies; and 

· 15 (42%) (37%) were Business Gateway managed companies.

This high number of account managed companies reflects the client’s requirement to weight the face-to-face surveys towards account managed companies.

The lower number of client managed companies is due to the fact that only 14 (12%) of the companies from the 114 list provided by SEL were client managed companies.  This means that the results for the client managed companies will result in a large statistical error and will not be representative of the population as a whole.  

The full list of all assisted businesses did not contain information on the segmentation of companies, and, therefore, the wider electronic survey cannot be segmented by management. 

5.2.1 Motivation and Objectives

Figure 5.3 summarises how businesses in the face-to-face survey viewed the project for which they sought support.  More than a half were seeking to apply technology new to the business’s industry.  For all companies, regardless of how they are supported, the ‘application of technology new to their industry’ was by far the most important factor for businesses becoming involved with the Programme, while the least important aspect in the given list was that of ‘advances in technological performance’.  

Of the two respondents who replied ‘other’; one was to attract the US market and the other related to software development.

Figure 5.3 – Project Description by Segmentation (% respondents to question)
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Figure 5.4 summarises the tasks businesses had undertaken prior to seeking assistance from the ISP.  Most companies regardless of segmentation (86%) had developed the idea or concept.  Few (11%) had developed a business plan.  

BG managed companies had carried out less of the steps than account managed companies apart from proof of concept.  This was particularly evident in relation to market analysis where the percentage of account managed firms undertaking this task (54%) was twice as much as the BG managed companies (27%).  Under ‘other’, responses include:

· aim to become a specialist insulation provider;

· had to do it - IBM withdrawing their platform and firm had to redevelop the platform and change it away from IBM control;

· came from knowledge of foundries’ niche market;

· prior expertise of owner;

· purchase license & developing products; and

· had existing product but was no longer appropriate for market and needed to redevelop software into running into other programs i.e. away from MS Access.

Figure 5.4 – Steps Carried Out Prior to ISP by Segmentation (% respondents to question)
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Source: Face-to-face Survey
Figure 5.5
 shows the reasons for the assistance according to survey method and indicates that there was no significant divergence between the surveys.   The three ‘other’ responses were:

· university contact was part of a potential restructuring and creation of cluster and OKI M30 would be a facilitator;

· patenting and how to go about it; and

· marketing/exhibitions.

Figure 5.6 shows the reasons for the assistance, by segmentation.  The responses between the account managed and BG managed firms were similar apart from ‘the need for guidance on the product development process’, where almost three times the percentage of BG managed firms (36%) required this form of assistance compared to account managed companies (13%).

Figure 5.5 – Demand for each Programme Component by survey type (as % of respondents to question)
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Figure 5.6 – Demand for each Programme Component by Segmentation (as % of respondents to question)
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As expected most account managed companies and all client managed companies heard about ISP through their direct contact with SEL.  No BG client heard about ISP from SEL while two thirds (67%) had heard about ISP direct from the Gateway.  17% had heard of the support from other sources and these sources were not specified.  No company had heard about the support from another firm.  The results are shown in Figure 5.7.  

Figure 5.7 – Source of Knowledge about ISP (as % of respondents to question)
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5.2.2 Diagnosis

As discussed earlier in this report, the first stage in the ISP is a scoping meeting with the companies to identify the nature of the support required and the most appropriate mechanisms for addressing their needs.

Figure 5.8, Figure 5.9 and Figure 5.10 summarise the areas of innovation support that were identified at that scoping meeting.   These included a wide range of support with funding for research and development the most common area identified, (in around 50% of cases).  Market research and funding for prototyping were the second and third most common areas identified at 47% and 35% respectively.

BG managed companies were not identified as requiring access to external expertise.  None of these companies required ‘assistance from Higher Education experts’, and only 17% of companies required ’access to specialised expertise’ and ‘hiring a technologist’.  

This contrasts with account managed firms.  38%, 32% and 23% of firms respectively were identified as needing the three areas of external expertise.  

Only one area of innovation support was identified in more than a 25% of BG companies - funding for research and development (58%), while only three areas of support were identified in less than 23% of account managed firms - ‘funding for testing’, ‘patents’ and ‘guidance/signposting on where to identify required sources of information’ (identified in 8% of companies).

‘Other’ responses included:

· funding towards creating our own house brochure;

· funding to purchase equipment; 

· marketing assistance;

· TCS Programme; and 

· available help.

For those on the SCIS programme, the most common areas of innovation support identified were:

· funding for R&D (85%);

· market research (54%); and

· funding for prototyping (46%).

For those participating in the Technologist component, the most common areas of innovation support were identified as ‘access to specialise expertise’ and ‘hiring a technologist to support development of new products and/or processes’ which were identified in 67% of companies.

For those participating in the Technical Assistance component the most common areas of innovation support identified related to:

· funding for R&D;

· funding for prototype;

· funding for testing; and

· access to specialised expertise.

Figure 5.8 – Areas of Innovation Support by survey (as % of respondents to question)
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Source: Face-to-face Survey

Figure 5.9 –Areas of Innovation Support Identified by Segmentation (as % of respondents to question)
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 Figure 5.10 – Areas of Innovation Support by Programme (as % of respondents to question)

[image: image11.emf]0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

SCIS Technologist Technical Assistance Other All

Source: Face-to-face Survey

As discussed earlier, the first stage in the ISP is an initial discussion with the companies to identify the nature of the support required and the most appropriate mechanisms for addressing their needs.  Therefore, 100% of companies participated in this initial discussion.

Of the 36 businesses included in the face-to-face survey, 15 (42%) were assisted by SCIS, 3 (8%) by Technologist, 6 (17%) by Technical Assistance and 12 (33%) had been assisted by other programmes (Figure 5.11).  

Of the 20 businesses who responded to the wider survey, more than half (58%) had received support from the SCIS element of the ISP, 16% had received Technologist support and 16% had received Technical Assistance.

Other areas of innovation assistance included:

· rent free period; and

· business development support including marketing and training.

There was no significant divergence amongst the types of innovation assistance received by different segmented companies.  The slightly smaller percentage of BG companies who received assistance under each component compared to account managed companies, is accounted for by the proportionally larger amount of BG companies who reported that they had received other innovation assistance.

Figure 5.11 – Assistance from each Programme Component by Survey Type (as % of respondents to question)
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Figure 5.12 – Assistance from each Programme Component by Segmentation (as % of respondents to question)
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Respondents were asked whether the advice and guidance provided was relevant to their needs – 81% felt that it had been.  Reasons provided by the other 19% included:  

· some advice was not as helpful as the company had thought – it had received information from overseas companies and was now in a position to export to Africa, Brazil but could have received better advice on host firms or licensing agreements.  SEL did not ‘hold their hand’ through the process; 

· still being in two minds about whether the firm should patent their concept, e.g. could only afford U.K. patent; 

· there is not a lot of technical help that be given to the firm as it is so specialist - signposting function for SEL; and

· not progressed yet but only three months into a three-year project.

As there were only four companies who said that advice was not relevant it would not be statistically accurate to comment on their segmentation.

84% of companies acted on the recommendations offered.  Reasons given for not acting included:

· couldn't find the right expert; and

· signposting to other information was not relevant at the time. Advice on bringing a new product to market (tradeshows) was not relevant as the company already know how to do this. 


Again, as above, the low number of those responding here means it  would not be statistically accurate to comment on their segmentation.
Figure 5.13 – Relevance of guidance to company needs by Survey Type (as % of respondents to question)

[image: image14.emf]0%

20%

40%

60%

80%

100%

Yes No

Face to Face Survey Wider Survey All

Source: Face-to-face Survey, Web Survey

Figure 5.14 – Recommendations acted upon by Survey Type (as % of respondents to question)
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5.2.3 Outputs

Two-thirds of businesses interviewed stated that the objectives that they had set for accessing support from the ISP had been met.  There was no particular pattern in the responses of businesses that stated that objectives had not been met. 

The outputs identified by business interviewed in the face-to-face survey are summarised in Figure 5.15.  The most common output by far from participation in the ISP was the development of a new product.  This was common across all segmentation groups.  

For BG companies the next common impact was the development of new process which was reported by half of these companies.  This was reported by a 25% of account managed companies.    ‘Other’ outputs recorded were:

· access to new markets;

· break into US Market. SEL investment into the company.  E-Government presentation in the States;

· customers interested;

· getting company up to QA standard;

· solved an industry wide problem – national and international profile;

· save the company from insolvency; and

· use of new software/microprocessor in this & now other projects.

Figure 5.15 – Key impact/results of companies’ involvement with Scottish Enterprise Lanarkshire by Survey Type(as % of respondents to question)
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Figure 5.16 – Key impact/results of companies’ involvement with Scottish Enterprise Lanarkshire by Segmentation (as % of respondents to question)
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Figure 5.17 summarises the extent to which outputs would have been achieved anyway without ISP support.  

This shows that more than one third (35%) of respondents believe that none of the outputs would have been achieved without support and a further 21% would have achieved few of the outputs.  

Figure 5.18 summarises, by segmentation, outputs achieved as defined by the face-to-face surveys.   This shows that more BG managed companies would have achieved these outputs anyway.  For account managed companies, more than half (54%) said they would have achieved the outputs anyway while 45% of account managed companies said they would have achieved none of the outputs.

It is worth noting that some projects can be classified as ‘work in progress’ or involve the incubation of an idea.  In this sense the output has not necessarily accrued and it may be too early for a firm to report them.  

Figure 5.17 – Outputs that would have been achieved (as % of respondents to question)
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Figure 5.18 – Outputs that would have been achieved by Segmentation (as % of respondents to question – face-to-face survey only)
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Businesses were asked what they would have they done with the project if they had not received support from the ISP.  Almost a third of companies would not have developed the project at all, including more than 70% of the account managed companies (Figure 5.19).

Of the businesses that would not have undertaken the project, seven (78%) stated that this would have been due to lack of funds, and 22% cited insufficient in-house expertise.  Of those that would have undertaken the project at a later date answers varied from 6 to 36 months later (the average was 17 months later).

Following their experience of the ISP, almost two-thirds of businesses in the face-to-face survey were much more likely or more likely to embrace innovation in the future (Figure 5.20).  

This does not necessarily mean that a firm is adopting a long-term commitment supported by a corresponding commitment in terms of resources (staff or budgetary).  Companies are more likely to be responsive to short term needs of the business and/or already have an innovation strategy.  

Figure 5.19 – Status of Project if no innovation support received by Segmentation (as % of respondents to question)
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Source: Face-to-face Survey

Figure 5.20 –Likeliness to Embrace Innovation in Future by Segmentation (as % of respondents to question)
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5.2.4 Benefits of Assistance

In addition to delivering new products and process, the ISP aims to change the behaviour of businesses by increasing their capacity for innovation.  Table 5.1 summarises how the ISP has influenced a firm’s attitude and behaviour.  The most significant influences of the ISP (as measured by those practices that scored the least or ‘no influence’) were on encouraging businesses to, or changing attitudes to:  

· confidence of management in introducing and exploiting innovation;

· attempts to achieve a diversified customer base;

· use of external resources; and

· development of capacity for innovation including in-house innovation management skills.

44% of businesses surveyed reported that their innovation capability had ‘greatly improved’, with 35% reporting some improvement (Figure 5.2). The percentage of companies reporting at least some improvement compares as follows for Account, Client and BG managed companies respectively: 67%, 73% and 75% (Figure 5.22).

Table 5.1: Influence of ISP on Behaviour by Survey Type (Note: Where % don’t add to 100%, this is due to rounding)

	
	% of respondents to question

	
	No influence
	Some change, positive impact
	Significant change, positive impact
	Expected future positive impact

	Influenced:
	F-F
	Wider
	All
	F-F
	Wider
	All
	F-F
	Wider
	All
	F-F
	Wider
	All

	Organisation of innovation watch/scanning (F-F Survey)

Awareness of technology developments in your industry (Wider Survey)
	50
	77
	N/A
	33
	18
	N/A
	17
	5
	N/A
	N/A
	N/A
	N/A

	Confidence of management in introducing and exploiting innovation
	28
	38
	33
	33
	21
	26
	28
	38
	33
	11
	4
	7

	Attempts to achieve a diversified customer base
	18
	50
	35
	24
	25
	24
	47
	20
	32
	12
	5
	8

	Use of external resources
	22
	54
	40
	28
	17
	21
	44
	29
	36
	6
	0
	2

	Development of capacity for innovation including in-house innovation management skills
	39
	44
	42
	28
	40
	35
	28
	16
	21
	6
	0
	2

	An understanding of the importance of what innovation can achieve
	28
	55
	43
	44
	23
	33
	17
	18
	18
	11
	5
	8

	Management of Intellectual Property Rights
	20
	60
	43
	53
	20
	34
	20
	20
	20
	7
	0
	3

	Integration of innovation within the business strategy
	33
	54
	45
	22
	29
	26
	44
	17
	29
	0
	0
	0

	Reduction in risk aversion to innovation orientated investment
	38
	50
	45
	38
	25
	30
	25
	21
	23
	0
	4
	3

	Attitudes to technology partnering and innovation related collaborations
	20
	76
	50
	27
	18
	22
	47
	6
	25
	7
	0
	3

	Networking to new technology supply and support communities
	44
	58
	52
	33
	8
	19
	17
	29
	24
	6
	4
	5

	Likelihood of use of innovation related services and expertise at full cost
	29
	74
	53
	35
	21
	28
	29
	5
	17
	6
	0
	3

	Development of an innovation strategy
	33
	69
	55
	33
	27
	30
	28
	4
	14
	6
	0
	2

	Assignment of managerial responsibility & project champions for technology innovation
	44
	65
	56
	28
	26
	27
	28
	4
	15
	0
	4
	2

	More likely to work with Higher Education Institutions
	36
	68
	56
	36
	18
	25
	29
	5
	14
	0
	9
	6

	Networking to technology user communities i.e. other local firms
	44
	83
	66
	33
	0
	15
	17
	17
	17
	6
	0
	2


Figure 5.21 – Overall Innovation Capability Improvement by Survey Type (as % of respondents to question)
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Figure 5.22 – Overall Innovation Capability Improvement by Segmentation (as % of respondents to question)
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5.2.5 Satisfaction

Table 5.2 summarises how satisfied businesses were with the delivery of innovation services generally and the ISP in particular.  Over half of the categories received no, ‘very poor’ or ‘poor’ ratings.   The average score was at least ‘satisfactory’.  
‘Relevance of recommendations provided’ and ‘quality of technical input given’ scored highest. 

Table 5.2: Satisfaction with Aspects of ISP by Survey Type (Note: Where % does not add to 100%, this is due to rounding)

	
	% of respondents to question

	
	Very Poor/Poor
	Satisfactory
	Good/Very Good
	Average*

	
	F-F
	Wider
	All
	F-F
	Wider
	All
	F-F
	Wider
	All
	F-F
	Wider
	All

	Relevance of any recommendations provided
	0
	0
	0
	17
	19
	18
	83
	81
	82
	4.4
	4.4
	4.2

	Quality of the technical input given
	0
	0
	0
	18
	33
	25
	82
	67
	75
	4.2
	4.1
	4.2

	Working relationships
	0
	4
	2
	22
	35
	29
	78
	61
	68
	4.1
	3.9
	4.1

	Scottish Enterprise Lanarkshire's overall innovation support
	0
	0
	0
	24
	30
	26
	76
	70
	74
	4.1
	3.9
	4.1

	Timeliness of inputs
	0
	5
	3
	22
	68
	48
	78
	27
	50
	3.9
	3.2
	4.0

	Relevance of expertise of the expert referred to 
	0
	0
	0
	17
	24
	20
	83
	76
	80
	4.3
	4.1
	4.0

	Value for money
	0
	9
	4
	18
	36
	25
	82
	55
	71
	4.1
	3.6
	4.0

	Understanding of your company's aims and objectives
	0
	0
	0
	22
	23
	23
	78
	77
	78
	4.2
	4.2
	3.9

	Understanding of the market(s) your company is operating in
	0
	6
	3
	18
	24
	21
	82
	71
	76
	4.2
	4.1
	3.9

	Understanding of your company's specific project objectives
	0
	5
	3
	11
	68
	43
	89
	27
	55
	4.4
	3.2
	3.4

	Assistance over the lifetime of the project
	n/a
	8
	n/a
	n/a
	38
	n/a
	n/a
	54
	n/a
	n/a
	3.6
	n/a

	*Very Poor = 1,  Poor = 2,  Satisfactory = 3,  Good = 4,  Very Good = 5


Businesses were generally satisfied with the efficiency of the administration of the ISP.  It was considered to be bureaucratic although there was an acceptance that this was necessary to some extent due to requirements to ensure accountability for public funding.

However, there were two specific criticisms of the administration of the ISP.  Firstly, the approval processes and paperwork for relatively small projects was the same as for the larger projects.  There was a general perception amongst businesses that the bureaucratic requirements for smaller projects should be reduced.

Secondly, assisted businesses found the claims processes to be time consuming and expensive in terms of their time spent.  There was also a particular complaint about the need to independently audit every claim and the corresponding expense associated with this requirement.

Businesses were also asked whether they would have preferred sector specific expertise.  All those interviewed either had received such expertise (through the account management and client management system) or felt that they had sufficient in-house sector expertise. 

5.2.6 Development of the Programme

Businesses where asked to rank factors that were important in influencing innovation activity.  Ninety-one percent (91%) of businesses rated access to finance as most important.  Other factors identified included foresighting, networking, training and access to market information.

Businesses were asked to identify factors that constrain innovation in firms.  Difficulty in securing funding was identified most often.  Shareholders and banks tend to be reluctant to provide funding for activities that are considered risky and where the potential returns are uncertain.  Public sector funding for innovation was, therefore, considered to be important in encouraging businesses and funders to be less risk averse.

The other constraint identified was the attitudes of businesses.  Those businesses interviewed felt that other businesses in the area tended to:

· focus on short-term survival at the expense of longer term growth;

· be inclined to be risk averse;

· consider innovation to be too difficult; and

· be unwilling to share ideas with others.

Assisted businesses in the face-to-face survey were also asked to suggest developments to the ISP and other activities that might stimulate more innovation in Lanarkshire businesses.  Suggestions included:

· the provision of aftercare support to ISP assisted businesses to ensure that the potential from the projects supported by the programme is realised;

· marketing activity, similar to that undertaken in the area of business start-up, to promote the idea of innovation;

· provide or develop an innovation healthcheck or audit tool so that businesses can assess their capabilities;

· providing innovation ‘mentors’ that could work with businesses over the longer term to stimulate innovation and implement ideas;

· providing greater financial support, particularly for the projects with the greatest potential to impact on the Scottish economy; and

· supporting networks of businesses in the same industry cluster.  Where the number of local firms in a cluster is limited these should be West of Scotland or Scottish networks.

The suggestions given by businesses responding to the wider survey included:

· providing support for in-house research and innovation in companies similar to that provided to universities (for example, Proof of Concept funding);

· activities to generate more demand for innovation support (including workshops for companies working in similar areas with the objective of stimulating commercial collaborations);

· developing a framework agreement and support package that could serve as a model for SMEs wishing to collaborate on projects in which both parties seek to derive benefits including sharing IPR and downstream rewards;

· increasing the financial support available, particularly for young companies (and less to multi-national inward investors);

· undertaking in-depth research of Scotland’s imports and exports to identify opportunities for innovation; and

· focusing on key sectors (for example, renewable energy).

6 Outputs and ImpactS

6.1 Introduction

This section summarises the actual performance against the target outputs in Table 3.2 above.  

It then assesses the economic impact of the ISP, considering the economic impact of the programme to date and the anticipated economic impact at two points in the future: next year (2005) and in three years time.  The interviews with assisted companies included a discussion of several quantifiable measures of the impact of the ISP on business performance – turnover, profitability, employment created and employment safeguarded.

The chapter concludes with an assessment of value for money.  

6.2 Outputs

Table 6.1 summarises the target and achieved outputs for full years 2002/03 and 2003/04 for new products/ services, new processes and SCIS applications based on monitoring information from SEL.  

Table 6.1: Achieved Outputs (from Monitoring)

	
	2002/03
	2003/04

	Indicator
	Target
	Actual
	%
	Target
	Actual
	%

	New products/ services launched
	27

	27
	100
	33
	34
	103

	New processes implemented
	-
	-
	-
	14
	6
	43

	Approved SCIS applications
	-
	-
	-
	18
	18
	100

	Applications to SMART/ SPUR/ PoC/ EU 6th F’work
	10

	10
	100
	5
	-
	-


Source:  SEL

Table 6.2 provides a summary of outputs achieved, based on the findings of the business survey.  Grossing these findings up to the population of all assisted businesses, and taking account of the 11% margin of error
, this suggests that, to date, the outputs have included:

· 93 to 115 new products;

· 36 to 45 enhanced products;

· 43 to 45 new processes;

· 23 to 29 enhanced processes; and

· 10 to 12 product licenses.

Table 6.2: Achieved Outputs (from Surveys)

	
	Sample
	Population

	Indicator
	F-to-F
	Wider
	Total
	Total

	New product
	16
	12
	28
	93 – 115

	Enhanced product
	4
	7
	11
	36 – 45

	New process
	8
	5
	13
	43 – 54

	Enhanced process
	4
	3
	7
	23 – 29

	Product license
	3
	0
	3
	10 – 12

	Process license
	0
	0
	0
	           -   


Source:  BiGGAR Economics

6.3 Methodology   

Figure 6.1 summarises the approach to calculating the economic impacts and assessing the value for money of the public sector intervention.

The starting point for calculating the economic impact of the ISP on assisted business is the total economic activity associated with the support (for example, turnover or employment benefits).

The methodology then takes account of:

· additionality – the extent to which the public sector investment led to economic benefits that would not have occurred anyway;

· displacement – the extent to which the economic activity stimulated by the public sector has been at the expense of competitors elsewhere in the Lanarkshire or Scottish economies; and

· multipliers – the wider impacts on the Lanarkshire and Scottish economies, as a result of bought in supplies and services (the supplier multiplier) and the spending of wages in the local economy (the income multiplier).

Finally, the net economic benefits are compared with the public sector cost of the projects to assess value for money.

The calculations of additionality, displacement and multipliers were based on the interviews with individual businesses.  The figures presented in the tables are, therefore, averages of the responses of the individual firms identifying impacts.  For example, the 50% additionality for company turnover in 2004 in Table 6.3 is the average additionality for those businesses identifying a turnover benefit in 2004. 

Figure 6.1 – Economic Impact Methodology
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6.4 Grossing-up from Sample to Population

The economic impact estimates are based on the more in-depth face-to-face survey of 36 assisted businesses (17% of the 208 businesses assisted during the evaluation period).  The margin of error is (assuming no other sources of sample error), therefore, 15% at the 95% confidence level.

This also suggests that the findings on economic impact from the survey should be grossed-up (i.e. the number by which economic impact calculations based on the sample should be multiplied to provide estimates for the population of assisted companies) by between 4.91 and 6.64
.  This means that we can be 95% confident that the results are between the range presented in this analysis.   

Using this gross-up factor requires confidence that the sample is reasonably representative of the population.  In order to check the reliability of the sample, the proportion of businesses reporting some quantifiable impact was calculated, showing:

· 58% of the sample overall reported some quantifiable impact;

· 57% of the account or client managed businesses reported some quantifiable impact; and

· 60% of the universal market businesses reported some quantifiable impact.

A comparison of the businesses in the sample and those businesses reporting impact shows that there is no strong correlation between sectors and likelihood to report impact (Figure 6.2).  The impacts were recorded across sectors represented in the sample.  

Figure 6.2 – Sectors of Businesses in Sample and Those Reporting Impact
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Source: Face-to-face survey

This suggests we can have reasonable confidence the sample selection is representative of the population and so not under- or over-reporting the economic impacts of the ISP.

All impacts highlighted below are presented at the level of the population (i.e. the numbers have been grossed-up from the sample of businesses interviewed).

6.5 Impacts on Business Turnover

Table 6.3 summarises the business turnover impact of the ISP on the Lanarkshire economy and Table 6.4 provides the same analysis at the level of the Scottish economy.

In each case the ‘net benefit by programme element’ was calculated, yielding a percentage proportion of net benefit for each programme element per year and also their contribution year on year.

50% of assisted firms reported some gross business turnover impact since being assisted by the ISP or expected some impact within the next three years. 

The gross turnover impact of the ISP in the current year (2004) is estimated at between £18.00 million and £24.35 million (Table 6.3).  This is expected to rise to between £54.98 million and £74.38 million next year (2005) and between £51.81 million and £70.10 million in three years time (2007).

The average level of additionality (i.e. the extent to which the impacts would not have occurred without assistance from the ISP) was 50% in 2004, 20% in 2005 and 48% in 2007
.  These levels of additionality are typical of business development programmes, based on our experience of undertaking other evaluations. 

The levels of displacement (estimated by assisted companies where there was some additional turnover impact) from non-assisted firms in the Lanarkshire economy was calculated to be 0% in 2004, 5% in 2005 and 6% in 2007.  At the level of the Scottish economy (including Lanarkshire), displacement was calculated  as 10% in 2004, 22% in 2005 and 17% in 2007.     

The supplier multipliers were calculated based on empirical data gathered during the survey of assisted companies.  The supplier multipliers for Lanarkshire and Scotland were calculated as 1.2 and 1.5 respectively.  Standard income multipliers were used; 1.1 for Lanarkshire and 1.3 for Scotland.

Table 6.3: Company Turnover (Lanarkshire economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	11%
	17%
	31%
	36%
	31%

	Gross benefit (£m)
	5.97 – 8.07
	12.89 – 17.44
	18.00 – 24.35
	54.98 – 74.38
	51.81 – 70.10

	Additionality (%)
	93%
	51%
	50%
	20%
	48%

	Displacement (%)
	1%
	0%
	0%
	5%
	6%

	Multipliers
	1.23
	1.23
	1.21
	1.22
	1.19

	Net benefit (£m)
	6.78 – 9.18
	7.96 – 10.77
	10.99 – 14.87
	12.76 – 17.26
	27.59 – 37.32

	Value Added (£m)
	4.26 – 5.76
	5.03 – 6.81
	7.11 – 9.62
	8.07 – 10.92
	18.94 – 25.62

	Net benefit by programme elements

	SCIS %
	0%
	<1%
	22%
	26%
	64%

	Technologist %
	94%
	100%
	77%
	70%
	34%

	Technical Assistance %
	0%
	0%
	0%
	3%
	0%

	Other %
	6%
	0%
	2%
	1%
	1%


Source:  BiGGAR Economics

Table 6.4: Company Turnover (Scottish economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	11%
	17%
	31%
	36%
	31%

	Gross benefit (£m)
	5.97 – 8.07
	12.89 – 17.44
	18.00 – 24.35
	54.98 – 74.38
	51.81 – 70.10

	Additionality (%)
	93%
	51%
	50%
	20%
	48%

	Displacement (%)
	4%
	4%
	10%
	22%
	17%

	Multipliers
	1.61
	1.60
	1.58
	1.58
	1.47

	Net benefit (£m)
	8.58 – 11.60
	10.09 – 13.66
	12.93 – 17.49
	13.52 – 17.26
	30.05 – 40.66

	Value Added (£m)
	2.05 – 2.77
	2.49 – 3.37
	3.42 – 4.63
	3.54 – 4.79
	10.97 – 14.84

	Net benefit by programme elements

	SCIS %
	0%
	<1%
	15%
	9%
	57%

	Technologist %
	94%
	100%
	84%
	85%
	41%

	Technical Assistance %
	0%
	0%
	0%
	4%
	0%

	Other %
	6%
	0%
	2%
	2%
	1%


Source:  BiGGAR Economics

The net benefit of the ISP on company turnover (after taking account of additionality, displacement and multipliers) was therefore estimated to be: 

· in 2004: £10.99–14.87 million in Lanarkshire and £12.93–17.49 million in Scotland (including Lanarkshire);

· in 2005: £12.76–17.26 million in Lanarkshire and £13.52–17.26 million in Scotland (including Lanarkshire); and

· in 2007: £27.59–37.32 million in Lanarkshire and £30.05–40.66 million in Scotland (including Lanarkshire).

The mean and median turnover impacts have also been calculated.  For example, the mean projected net benefit of the ISP on the turnover of companies projecting an impact in 2007 was £624,146 while the median was £359,700.

While the benefits recorded for the current year are based on current business performance, projections for next year and three years time should be treated with some caution.  While businesses were asked to estimate potential future impacts, it is clear that many of the estimates were based on successfully launching new products on the market.  In many cases the time lag from receiving assistance to launching products was at least two to three years.  It is possible that not all new product launches will be successful.

Scottish Enterprise guidance recommends that evaluations should also calculate Gross Value Added (GVA), that is, the difference between the final output of assisted firms and the intermediate output.  GVA is calculated by removing the percentage of bought in goods and services from the turnover benefits, net of additionality and displacement.  The net GVA benefit of the ISP (after taking account of additionality and displacement) was therefore estimated to be: 

· in 2004: £7.11–9.62 million in Lanarkshire and £3.42–4.63 million in Scotland (including Lanarkshire);

· in 2005: £8.07–10.92 million in Lanarkshire and £3.54–4.79 million in Scotland (including Lanarkshire); and

· in 2007: £18.94–25.62 million in Lanarkshire and £10.97–14.84 million in Scotland (including Lanarkshire).

The contribution of each element of the ISP on net turnover benefits has also been estimated by analysing benefits against assistance received by businesses recording those benefits.  These estimates show that a significant proportion of the 2004 turnover benefits in Lanarkshire (77%) are associated with businesses assisted by the Technologist element of the programme.  However, of the potential benefits in Lanarkshire in three years time, almost two-thirds (64%) are associated with businesses assisted by SCIS.  This suggests that, while the Technologist support can offer immediate benefits to businesses, SCIS support can deliver longer term benefits to performance, indicative of the greater scope under this element for companies to develop more ambitious projects.  

6.6 Impacts on Business Profitability

Businesses were also asked to estimate the impact of the ISP on profitability.  Most businesses found this difficult to estimate or were unwilling to provide such information.  The impacts calculated should, therefore, be treated with caution given that they are based on a small number of cases.

These cases (3 in 2004, 5 in 2005 and 4 in 2007) suggested that the net impact on business profitability could be:

· in 2004: £0.66-0.89 million in Lanarkshire, £0.87-1.17 million in Scotland;

· in 2005: £1.66-2.24 million in Lanarkshire, £2.15-2.91 million in Scotland; and

· in 2007: £1.90-2.57 million in Lanarkshire, £2.44-3.30 million in Scotland.

6.7 Impacts on Employment – New Jobs

Table 6.5 summarises the employment creation impact of the ISP on the Lanarkshire economy and Table 6.6 provides the same analysis at the level of the Scottish economy.

In each case the ‘net benefit by programme element’ was calculated, yielding a percentage proportion of net benefit for each programme element per year and also their contribution year on year.

Forty four percent of assisted firms reported some employment creation impact since being assisted by the ISP or expected some impact within the next three years. 

The gross employment creation impact of the ISP in the current year (2004) is estimated at between 117.9 and 159.5 full time equivalent jobs (ftes, Table 6.5).  This is expected to rise to between 171.9 and 232.6 ftes next year and between 407.6 and 551.5 ftes in three years time.

The average level of additionality was 34% in 2004, 50% in 2005 and 49% in 2007.  The level of displacement from non-assisted firms in the Lanarkshire economy was 0% in 2004, 6% in 2005 and 9% in 2007.  At the level of the Scottish economy (including Lanarkshire), displacement was 0% in 2004, 33% in 2005 and 15% in 2007.  The supplier multipliers (derived from empirical data gathered during the survey of assisted companies) for Lanarkshire and Scotland were calculated to be 1.2 and 1.4 respectively.  Standard income multipliers were used; 1.1 for Lanarkshire and 1.3 for Scotland.

Table 6.5: Employment Created (Lanarkshire economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	6%
	3%
	17%
	22%
	28%

	Gross benefit (ftes)
	14.7 – 19.9
	49.1 – 66.4
	117.9 – 159.5
	171.9 – 232.6
	407.6 – 551.5

	Additionality (%)
	92%
	75%
	34%
	50%
	49%

	Displacement (%)
	7%
	0%
	0%
	6%
	9%

	Multipliers
	1.14
	1.16
	1.16
	1.18
	1.17

	Net benefit (ftes)
	14.3 – 19.3
	42.5 – 57.6
	46.8 – 63.3
	95.0 – 128.6
	215.8 – 291.9

	Net benefit by programme elements

	SCIS %
	0%
	0%
	4%
	33%
	59%

	Technologist %
	69%
	100%
	91%
	67%
	39%

	Technical Assistance %
	0%
	0%
	0%
	0%
	0%

	Other %
	31%
	0%
	5%
	0%
	1%


Source:  BiGGAR Economics

Table 6.6: Employment Created (Scottish economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	6%
	3%
	17%
	22%
	28%

	Gross benefit (ftes)
	14.7 – 19.9
	49.1 – 66.4
	117.9 – 159.5
	171.9 – 232.6
	407.6 – 551.5

	Additionality (%)
	92%
	75%
	34%
	50%
	49%

	Displacement (%)
	58%
	0%
	0%
	33%
	15%

	Multipliers
	1.46
	1.43
	1.43
	1.44
	1.42

	Net benefit (ftes)
	8.3 – 11.3
	52.7 – 71.3
	57.9 – 78.3
	81.9 – 110.8
	242.3 – 327.8

	Net benefit by programme elements

	SCIS %
	0%
	0%
	3%
	4%
	55%

	Technologist %
	33%
	100%
	91%
	96%
	43%

	Technical Assistance %
	0%
	0%
	0%
	0%
	0%

	Other %
	67%
	0%
	6%
	0%
	1%


Source:  BiGGAR Economics

The net benefit of the ISP on employment creation (after taking account of additionality, displacement and multipliers) was therefore estimated to be: 

· in 2004: 46.8–63.3 ftes in Lanarkshire and 57.9–78.3 ftes in Scotland (including Lanarkshire);

· in 2005: 95.0–128.6 ftes in Lanarkshire and 81.9–110.8 ftes in Scotland (including Lanarkshire); and

· in 2007: 215.8–291.9 ftes in Lanarkshire and 242.3–327.8 ftes in Scotland (including Lanarkshire).

As with the business turnover impacts, the employment projections for next year and three years time should be treated with some caution.  

The contribution of each element of the ISP on employment creation benefits has also been estimated.  As with the turnover benefits, these estimates show that a significant proportion of the 2004 benefits are associated with businesses assisted by the Technologist element of the programme, while more than half of the longer term benefits are associated with businesses assisted by SCIS.  

6.8 Impacts on Employment – Jobs Saved

Businesses interviewed were also asked to identify any employment safeguarded by ISP support.  Table 6.7 summarises the employment safeguarded in the Lanarkshire economy and Table 6.8 provides the same analysis at the level of the Scottish economy.

In each case the ‘net benefit by programme element’ was calculated, yielding a percentage proportion of net benefit for each programme element per year and also their contribution year on year.

Thirty nine percent of assisted firms reported some employment safeguarded by the ISP support or expected some impact within the next three years. 

The gross employment safeguarded impact of the ISP in the current year (2004) is estimated at between 594.2 and 804.0 ftes (Table 6.7).  This is expected to rise to between 940.5 and 1,272.4 ftes next year (2005) and between 1,141.8 and 1,544.8 ftes in three years time (2007).

The average level of additionality was 36% in 2004, 36% in 2005 and 44% in 2007.  The level of displacement from non-assisted firms in the Lanarkshire economy was 1% in 2004 and in 2005 and 0% in 2007.  At the level of the Scottish economy (including Lanarkshire), displacement was 9% in 2004, 6% in 2005 and 4% in 2007.  As stated above, the supplier multipliers were derived from empirical data gathered during the survey of assisted business and calculated as 1.2 and 1.5 for Lanarkshire and Scotland respectively.  Standard income multipliers were used; 1.1 for Lanarkshire and 1.3 for Scotland.

Table 6.7: Employment Safeguarded (Lanarkshire economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	6%
	11%
	25%
	31%
	28%

	Gross benefit (ftes)
	103.1 – 139.5
	186.6 – 252.5
	594.2 – 804.0
	940.5 – 1,272.4
	1,141.8 – 1,544.8

	Additionality (%)
	100%
	62%
	36%
	36%
	44%

	Displacement (%)
	2%
	2%
	1%
	1%
	0%

	Multipliers
	1.21
	1.21
	1.18
	1.16
	1.16

	Net benefit (ftes)
	122.0 – 165.1
	136.5 – 184.7
	248.7 – 336.5
	396.6 – 536.6
	582.5 – 788.1

	Net benefit by programme elements

	SCIS %
	0%
	1%
	45%
	49%
	63%

	Technologist %
	100%
	89%
	49%
	31%
	21%

	Technical Assistance %
	0%
	0%
	0%
	20%
	14%

	Other %
	0%
	10%
	5%
	0%
	3%


Source:  BiGGAR Economics

Table 6.8: Employment Safeguarded (Scottish economy) 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	6%
	11%
	25%
	31%
	28%

	Gross benefit (ftes)
	103.1 – 139.5
	186.6 – 252.5
	594.2 – 804.0
	940.5 – 1,272.4
	1,141.8 – 1,544.8

	Additionality (%)
	100%
	62%
	36%
	36%
	44%

	Displacement (%)
	19%
	17%
	9%
	6%
	4%

	Multipliers
	1.61
	1.59
	1.53
	1.47
	1.45

	Net benefit (ftes)
	134.5 – 181.9
	152.7 – 206.6
	295.6 – 399.9
	474.8 – 642.4
	701.6 – 949.2

	Net benefit by programme elements

	SCIS %
	0%
	1%
	49%
	51%
	64%

	Technologist %
	100%
	88%
	45%
	28%
	19%

	Technical Assistance %
	0%
	0%
	0%
	21%
	14%

	Other %
	0%
	11%
	6%
	0%
	3%


Source:  BiGGAR Economics

The net benefit of the ISP on employment safeguarded (after taking account of additionality, displacement and multipliers) was therefore estimated to be: 

· in 2004: 248.7–336.5 ftes in Lanarkshire and 295.6–399.9 ftes in Scotland (including Lanarkshire);

· in 2005: 396.6–536.6 ftes in Lanarkshire and 474.8–642.4 ftes in Scotland (including Lanarkshire); and

· in 2007: 582.5–788.1 ftes in Lanarkshire and 701.6–949.2 ftes in Scotland (including Lanarkshire).

As with the other impacts, the employment safeguarded projections for next year and three years time should be treated with some caution.  

The contribution of each element of the ISP on employment safeguarded has also been estimated.  These estimates show that:

· the 2004 benefits are split between businesses assisted by the Technologist element of the programme and those assisted by SCIS; and

· the 2007 benefits are distributed across the elements of the ISP although almost two-thirds are associated with businesses assisted by SCIS.  

6.9 Total Employment Impacts

Table 6.9 summarises the total employment impacts of the ISP, taking account both of employment created and safeguarded.  The net benefit of the ISP on employment was estimated to be: 

· in 2004: 295.5–399.8 ftes in Lanarkshire and 353.5–478.2 ftes in Scotland (including Lanarkshire);

· in 2005: 491.7–665.2 ftes in Lanarkshire and 556.7–753.2 ftes in Scotland (including Lanarkshire); and

· in 2007: 798.3–1,080.0 ftes in Lanarkshire and 943.9–1,277.0 ftes in Scotland (including Lanarkshire).

However, as discussed above, projections for next year and three years time should be treated with some caution.  Table 6.9 also summarises total economic impacts assuming that only 50% of projected employment impacts are achieved.  This gives the following net benefits of the ISP on employment: 

· in 2004: 295.5–399.8 ftes in Lanarkshire and 353.5–478.2 ftes in Scotland (including Lanarkshire);

· in 2005: 245.8–332.6 ftes in Lanarkshire and 278.4–376.6 ftes in Scotland (including Lanarkshire); and

· in 2007: 399.1–540.0 ftes in Lanarkshire and 471.9–638.5 ftes in Scotland (including Lanarkshire).

The mean and median employment impacts have also been calculated.  For example, the mean net employment benefit of the ISP on companies recording an impact in 2004 was 7.5 ftes while the median was 6.9 ftes.

Table 6.9: Total Employment Created & Safeguarded 

	
	2002
	2003
	2004
	2005
	2007

	% firms reporting benefit
	8%
	14%
	33%
	44%
	42%

	Gross benefit (ftes)
	117.9 – 159.5
	235.7 – 318.9
	712.1 – 963.4
	1,112.4– 1,505.0
	1,549.5– 2,096.3

	Net – Lanarkshire (ftes)
	136.3 – 184.4
	179.0 – 242.2
	295.5 – 399.8
	491.7 – 665.2
	798.3 – 1,080.0

	Net – Scotland (ftes)
	142.7 – 193.1
	205.4 – 277.8
	353.5 – 478.2
	556.7 – 753.2
	943.9 – 1,277.0

	Assuming that 50% of projected benefits in 2005 and 2007 are achieved:

	Gross benefit (ftes)
	117.9 – 159.5
	235.7 – 318.9
	712.1 – 963.4
	556.2 – 752.5 
	774.7 – 1,048.2

	Net – Lanarkshire (ftes)
	136.3 – 184.4
	179.0 – 242.2
	295.5 – 399.8
	245.8 – 332.6
	399.1 – 540.0

	Net – Scotland (ftes)
	142.7 – 193.1
	205.4 – 277.8
	353.5 – 478.2
	278.4 – 376.6
	471.9 – 638.5

	Net benefit by programme elements (Lanarkshire)

	SCIS %
	0%
	0%
	39%
	46%
	36%

	Technologist %
	97%
	92%
	56%
	38%
	62%

	Technical Assistance %
	0%
	0%
	0%
	16%
	0%

	Other %
	3%
	8%
	5%
	0%
	2%


Source:  BiGGAR Economics

6.10 Summary of Economic Impacts

Table 6.10 summarises the net economic impacts of the ISP in Lanarkshire and Table 6.11 provides the same summary for the Scottish economy.

Table 6.10: Summary of Net Impacts (Lanarkshire)

	
	2004
	2007

	Company Turnover (£m)
	10.99 – 14.87
	27.59 – 37.32

	Gross Value Added (£m)
	7.11 – 9.62
	18.94 – 25.62

	Employment Created (ftes)
	46.8 – 63.3
	215.8 – 291.9

	Employment Safeguarded (ftes)
	248.7 – 336.5
	582.5 – 788.1

	Total Employment
 (ftes)
	295.5 – 399.8
	399.1 – 540.0


Source:  BiGGAR Economics

Table 6.11: Summary of Net Impacts (Scotland)

	
	2004
	2007

	Company Turnover (£m)
	12.93 – 17.49
	30.05 – 40.66

	Gross Value Added (£m)
	3.42 – 4.63
	10.97 – 14.84

	Employment Created (ftes)
	57.9 – 78.3
	242.3 – 327.8

	Employment Safeguarded (ftes)
	295.6 – 399.9
	701.6 – 949.2

	Total Employment (ftes)
	353.5 – 478.2
	471.9 – 638.5


Source:  BiGGAR Economics

6.11 Value for Money

As noted in Section 3, the total cost of the ISP in the evaluation period was calculated to be £1,935,857.

Table 6.12 summarises the cost per net job of the ISP based on the current impacts and estimated cost per net job in three years. 

Table 6.13 summarises the cost per output achieved (based on complete years monitoring information for 2002/3 and 2003/4).

Table 6.12: Cost per Net Job

	
	2004
	2007

	Total Employment

	
	

	Lanarkshire (ftes)
	295.5 – 399.8
	399.1 – 540.0

	Scotland (ftes)
	353.5 – 478.2
	471.9 – 638.5

	Cost per Net Job
	
	

	Lanarkshire (£)
	4,842 – 6,551
	3,585 – 4,850

	Scotland (£)
	4,048 – 5,477
	3,032 – 4,102


Source:  BiGGAR Economics

Table 6.13: Cost per Output

	Indicator
	Outputs
	£ per Output

	New product/ process

	67
	25,793

	New product
	93 – 115
	16,833 – 20,816

	Enhanced product
	36 – 45
	43,019 – 53,774

	New process
	43 – 54
	35,849 – 45,020

	Enhanced process
	23 – 29
	66,753 – 84,167

	Product license
	10 – 12
	161,321 – 193,585

	Process license
	           -   
	-


Source:  BiGGAR Economics

7 Conclusions and Recommendations

7.1 Need and Market Failure

FEDS, Smart Successful Scotland and Changing Gear all identify ‘innovation’ as a prerequisite for growing businesses and enhancing their competitiveness.  SEL is responsible for developing innovation in Lanarkshire companies, and the ISP is the mechanism used to achieve this.  

Despite recent increases in R&D spend in Scotland, investment still lags behind the UK and OECD averages.  In light of this relatively poor performance, and given the priority on developing R&D and innovation activities at the national level, there is a need to stimulate innovation.  

The market failure being addressed by the ISP relates to risk, given the uncertainties and length of time associated with developing innovation; and also information deficiencies where Lanarkshire companies have not fully assessed technologies, market/sales opportunities and/ or are unwilling to meet the costs of purchasing this assistance or investing company resources on developing a project.  

To a lesser extent, and in relation to collaboration with universities or other companies, a market failure may exist in relation to ‘externalities’ where it is perceived that a number of other organisations could benefit from a company’s innovation project.  

7.2 Operation

UXL Ltd. is at the fulcrum of the delivery of the ISP and is therefore involved across all stages and components of the Programme.  In this sense UXL Ltd. is responsible for recommending whether a project is eligible for ISP assistance and whether it proceeds and consequently has control over delivery of the ISP.   

This may be more of an issue in relation to the delivery of the SCIS where UXL Ltd. is responsible for ongoing monitoring, and therefore SEL has less control over this important element of the ISP.  

Because of the Programme’s structure, the UXL Ltd. adviser has essentially become a further intermediary between a company and the ultimate innovation assistance, and in this sense there is a danger that UXL Ltd. is becoming a signpost to another expert/ technologist that is being contracted to work with a company.  

There may also be inefficiencies in providing information, advice and financial assistance to companies with SEL managers and UXL Ltd. spending significant time on a company getting assistance under the ISP.  

Because of the involvement of SEL and the UXL Ltd. and BG contractors in delivering the ISP, there may be certain overlaps occurring in the delivery of innovation support and ‘general’ business support.  This tends to be more of an issue for BG clients, but for SEL greater clarity over the role of its contractors may still be necessary.  

There is concern that because monitoring information is being compiled by SEL and UXL Ltd., and is not held centrally, certain inconsistencies have arisen in relation to recording actual assistance provided and outputs.  

A total of £1.94 million has been invested in the ISP by the public sector over the evaluation period.  Consultancy has accounted for 42% of the total, the SCIS 28%, Technologist 9% and Technical Assistance 7%.  

7.3 Development

The Growing Business Review process (for Account Managed companies) provides the Programme with a mechanism for recruiting appropriate companies onto the ISP.  For the BG, specific targets for enrolling companies onto the ISP may be counter-productive in terms of recruiting ‘appropriate companies’, and, therefore, generating sustainable economic benefits from innovation activities.  

The Programme has continued to evolve in response to Smart Successful Scotland and the market segmentation of companies.  This has enabled executives to be more focused in delivering innovation activities to the right companies.  

The ISP has not seen any improvement in links with HEIs, and there is still a role for SEL executives to create better links with LECs where HEIs operate to improve access by Lanarkshire companies.  The existing links with Strathclyde University have occurred as a result of the good relationship between it and an UXL Ltd. advisor.  However the emphasis by universities on generating their own revenues from commercialisation and intellectual property rights may actually constrain them developing closer relationships with third parties.  

7.4 Business Feedback

The main reason for companies seeking support under the ISP was for the application of technology new to the industry companies were operating in.  The least important factor was to advance technological performance.  

Up to the point of participating, most companies, regardless of segmentation, (86%) had developed an idea or concept.  Only 11% had developed a business plan.  Gateway managed companies had undertaken less pre-assistance work than account managed companies, particularly in relation to market analysis.  

Respondents were asked whether the advice and guidance provided was relevant to their needs – 90% felt that it had been.  84% of companies acted on the recommendations offered through the ISP.  
66% of businesses interviewed report that the objectives set had been met by their participation in the ISP.  For companies surveyed face-to-face, the most common output from participation in the ISP was the development of a new product.  This was common across all segmentation.  

Companies were asked to what extent outputs would have been achieved anyway without ISP support.  Responses indicate that more than a third of respondents believe that none of the outputs would have been achieved without support and a further 20% would have achieved few of the outputs.

Further analysis in the face-to-face survey shows that more BG managed companies would have achieved outputs anyway.  For account managed companies, more than half (54%) said they would have achieved the outputs anyway while 45% of account managed companies said they would have achieved none of the outputs.  

Businesses were asked what they would have they done with the project if they had not received support from the ISP.  Almost a third of companies would not have developed the project at all, including more than 70% of the account managed companies.  

Following their experience of the ISP, almost two-thirds of businesses in the face-to-face survey were much more likely or more likely to embrace innovation in the future

In terms of the behaviour of the firm, the ISP scores less well in having a significant positive impact in relation to specific influences on developing innovation strategies.  The most significant influences of the ISP (as measured by those practices that scored the least or ‘no influence’) were on changing attitudes to:  

· confidence of management in introducing and exploiting innovation;

· attempts to achieve a diversified customer base;

· use of external resources; and

· development of capacity for innovation including in-house innovation management skills.

8% of businesses surveyed reported some increase in their innovation capability including 44% that reported that this had greatly improved.  A similar pattern is evident for segmented companies.  The percentage of account managed companies that reported an increase in their innovation capability (‘greatly improved’ and ‘improved a bit’) is lower than BG companies (67% vs 75%).  However the number of account managed companies that report that their innovation capability was ‘greatly improved’ was higher than BG companies. (50% to 42%).

Both surveys indicate that recipients of advice and support are generally satisfied with the ISP with ‘relevance of recommendations provided’ and ‘quality of technical input given’ scoring well.  Some concerns exist relating to the disproportionate amount of paperwork, bureaucracy and time required for receipt of small grants.  

Access to finance is the most important factor influencing innovation activity and lowering risk, and this is also reported as the main constraint to innovation in Lanarkshire.  

Assisted businesses in the face-to-face survey were also asked to suggest developments to the ISP and other activities that might stimulate more innovation in Lanarkshire businesses.  Suggestions included:

· the provision of aftercare support to ISP assisted businesses; 

· marketing activity, similar to that undertaken in the area of business start-up, to promote the idea of innovation;

· provide or develop an innovation healthcheck or audit tool so that businesses can assess their capabilities;

· providing innovation ‘mentors’ that could work with businesses over the longer term to stimulate innovation and implement ideas;

· providing greater financial support, particularly for the projects with the greatest potential to impact on the Scottish economy; and

· supporting networks of businesses in the same industry cluster.  

The suggestions given by businesses responding to the wider survey included:

· providing support for in-house research and innovation in companies similar to that provided to universities (for example, Proof of Concept funding); 

· activities to generate more demand for innovation support (including workshops for companies working in similar areas with the objective of stimulating commercial collaborations); 

· developing a framework agreement and support package that could serve as a model for SMEs wishing to collaborate on projects in which both parties seek to derive benefits including sharing IPR and downstream rewards;

· increasing the financial support available, particularly for young companies (and less to multi-national inward investors);

· undertaking in-depth research of Scotland’s imports and exports to identify opportunities for innovation; and
· focusing on key sectors (for example, renewable energy).
7.5 Outputs and Impact

Based on SEL’s monitoring data, the ISP has performed to target during the evaluation period except in relation to new processes implemented.  SEL has not recorded information in relation to other targeted outputs of licenses acquired/ granted and collaborative ventures.  

Information from the business survey suggests that the ISP has resulted in:

· 93 to 115 new products; 

· 36 to 45 enhanced products; 

· 43 to 45 new processes;

· 23 to 29 enhanced processes; and

· 10 to 12 product licenses.  

The net economic impacts of the ISP in 2004 were estimated as:

· company turnover in Lanarkshire of between £10.99 million and £14.87 million; 

· company turnover in Scotland of between £12.93 million and £17.49 million; 

· GVA in Lanarkshire of between £7.11 million and £9.62 million;

· GVA in Scotland of between £3.42 million and £4.63 million; 

· 46.8 to 63.3 fte jobs created in Lanarkshire;

· 57.9 to 78.3 fte jobs created in Scotland;

· 248.7 to 336.5 fte jobs sustained in Lanarkshire; and

· 295.5 to 399.9 fte jobs sustained in Scotland.  

The potential net economic impacts of the ISP in 2007 were estimated as:

· company turnover in Lanarkshire of between £27.59 million and £37.32 million;

· company turnover in Scotland of between £30.05 million and £40.66 million;

· GVA in Lanarkshire of between £18.94 million and £25.62 million;

· GVA in Scotland of between £10.97 million and £14.84 million;

· 215.8 to 291.9 fte jobs created in Lanarkshire;

· 242.3 to 327.8 fte jobs created in Scotland;

· 582.5 to 788.1 fte jobs sustained in Lanarkshire; and

· 701.6 to 949.2 fte jobs sustained in Scotland.  

The projections for 2007 should be treated with some caution insofar as many of these are based on the successful launch of new products on the market.  It is possible that not all of these will be successful.  

The assessment of value for money indicates:

· cost per job of between £4,842 and £6,551 in Lanarkshire;

· cost per job of between £4,048 and £5,477 in Scotland; and  

· cost per new product/ process of £25,793.

7.6 Summary

Overall the ISP is meeting its objectives.  Awareness of innovation within local firms supported is increasing but less so for unassisted firms.  In this sense the ISP is reacting to the needs of enrolled companies.  

Although the majority of local firms surveyed were likely to embrace innovation in future, it cannot be concluded that the ISP is encouraging them ‘to adopt a longer-term innovation culture’.  Companies are more likely to be responsive to short term needs of the business and/or already have an innovation strategy.  Therefore the ISP is responding to more immediate needs identified by companies and their advisers and in this sense the ISP does not appear to be engendering a longer-term innovation culture.  This should not imply a criticism of the Programme, rather the appropriateness of the objective.  

The evaluation provides evidence that the support is improving efficiency and growth within firms and that additional impacts are being delivered at good value for money to the public sector.  

The ISP may be increasing a firm’s overall knowledge and skills’ transfer, but it is the innovation support available in the form of financial assistance that is most important.  Firms report that they possess expertise and skills internally, and where they do not, they recruit appropriate personnel.  For smaller or lower-technology firms, this objective remains more relevant.  

The research indicates that companies can be categorised as:

· small companies that benefit from the ISP, but may not be generating significant or long-term economic impact;

· ‘first time’ innovators, or companies that benefit from both advice and financial support; and

· experienced innovators, or larger more expert companies who benefit from the financial assistance only.  

The first two categories could include BG clients; and categories two and three are more likely to include account and client managed companies.  

For higher technology firms remaining competitive in the global marketplace is of crucial importance and in this sense support received under the ISP, particularly financial support, has enabled this to happen.  

7.7 Recommendations

7.7.1 Recruitment

· The evidence suggests that more could be done to stimulate demand for innovation support amongst Lanarkshire companies, and, therefore, increase exposure to the Programme. This should occur across all client segments but with a particular focus on first time innovators, or companies that benefit from both advice and financial support.  

Action: consideration should be given to a networking event for companies operating in specific sectors with the aim of stimulating collaboration.  While this may result in more projects coming forward, their development would be in response to the market failure in relation to the innovation gap that exists in businesses.  

· The establishment of a more streamlined selection recruitment process is also recommended. With the development of stricter criteria against which projects can be assessed, and the consequent reduction in the number of grants awarded, an increase in the value or proportion of project costs actually funded could be achieved.  

Action: revise targets and criteria for the number of companies benefiting from an initial meeting and actually receiving assistance.

· Greater clarity is required concerning what support is available under the programme, e.g. assistance with funding applications, technical advice, or general business support advice.  

Action:  instigate formal meetings between SEL and its contractors that aim to provide up-to-date information on the aspirations of the Programme, how it is operating and any changes required to reflect the needs of SE and SEL.  Ultimately, clients can be kept informed as to the support available and efforts made to  manage their expectations accordingly.  

7.7.2 Monitoring Performance 

· A more streamlined recording of Programme level data is required to improve the maintenance and updating of records and to confirm inputs and outputs under the ISP.

Action:  SEL to assume responsibility for all management information, specifically in the areas of Programme assistance and the monitoring of claims.  This largely administrative task should be undertaken by administrative support rather than Account/Client Managers who should focus on the delivery of higher-level objectives.  

· Improved recording of impacts may be necessary: the evaluation suggests a disparity between the actual output information collated by SEL and outputs perceived by businesses because specific sales is not taken into account when calculating Programme outputs. 

Action:  SEL to agree performance measurement framework for future delivery of the ISP and its ongoing update.  This should be managed by SEL with input as appropriate from the contractor(s).  

7.7.3 Delivery

· Variation exists between the types of projects being developed and those put forward for support.  In the absence of a formal project appraisal system this is based on decisions made by SEL or BG executives.

Action:  SEL to develop and roll out a ‘stage gate system
’ to evaluate and score a project.  The rationale behind this system is to shorten the duration of getting a product/process developed and is used in the electronics sector.  A ‘stage gate system’ aims to cull mediocre projects early in the process as the lack of effective ‘gate criteria’ can allow resources to be spent on developing unrealistic or unsustainable projects.  

This system is similar to the Quality Function Deployment (QFD) system but is considered more appropriate for application in other sectors.  This ‘funnel system’ allows rejection of a project early on in the process allowing market segmentation and sales and marketing to be focused on following a number of ‘gate’ stages, for example: 

scoping – involves a preliminary market, technical and business assessment;

business case – involving a more detailed market research along with technical/manufacturing assessments;

product/process development;

testing and validation;

launch; and 

post-launch review.  
· Evidence from this evaluation also suggests there is an argument for changing the Programme components, based on apportionment of economic impact.

Action:  SEL to consider incorporating the technical assistance component of the ISP into other elements.  

· At the strategic level greater clarity is required on the delivery of assistance and advice given and on the roles of each organisation.  If the contractor is operating as an additional layer of support between SEL and its ultimate clients, there may be merit in reassessing how the Programme operates and SEL’s role in its management. 

Action: SEL to assess the feasibility of assuming full responsibility for overall Programme management and delivery in relation to existing budgets and workload.  Delivery should also acknowledge the potential conflict between the requirements of the KMIS and the flexibility required in nurturing creativity and innovation in the short-term to generate long-term quantitative benefits.  

Subject to this, and the existing commitments of account managers, SEL could sub-contract appropriate technological expertise to manage and implement the ISP.

· With the Programme operating in isolation from the breadth of expertise that exists outside SEL it would appear there is little consistency in accessing best practice across the Network and is based on personal relationships. 

Action:  SE to develop a network system where SEL executives can access information available within the Network, thereby ensuring that collaboration and dissemination of best practice can occur across LEC areas to the benefit of Lanarkshire companies.  

7.8 Future Delivery

In order to maximise economic development future delivery of the programme should concentrate on working with ‘first time innovators’, or companies that benefit from both innovation advice and financial support, and ‘experienced innovators’, or larger more expert companies who benefit from financial assistance only.  While it is more likely that experienced innovators will operate in client-managed firms, this is not necessarily the case.  

A new structure to deliver the Programme may be necessary to allow SEL retain responsibility for managing the development of innovation.  There are two issues here: (1) programme management; and (2) programme delivery.  

Given the financial commitment to the Programme, SEL should retain full control over its management. In terms of delivery, SEL could assume responsibility for delivery of innovation services, and where the expertise does not exist internally, sub-contract to a panel of experts across the UK. 

The objective of such a change to the structure of the Programme would be to ‘free-up’ other advisers to work with firms and increase the quality of innovation activity.  

This potential development would also be consistent with SEL’s shifting emphasis on Account Managers assuming a greater responsibility for developing sectoral clusters and becoming ‘champions’ in sectors such as energy, medical devices, electronics (semi-conductors), software, food or engineering.  As SEL identifies current ‘best practice’ within a sector it would seem sensible to assume greater control for referring companies to appropriate resources.  

Inevitably, any changes to Programme delivery would have potential impact on operational budgets.  

Figure 7.1 provides an illustration of the parameters within which ISP could be delivered in future.  

Figure 7.1: ISP – Future Delivery Framework 
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Appendix A – CASE STUDIES

	Case Study 1 – Experienced Innovator

	Background

The indigenous, fast-growing, technology based company had a relationship with the Scottish Enterprise network dating back to its start-up phase 10 years previously.

Motivation and Support Required

At the time that the company accessed support from the ISP, it was encountering difficulties in securing equity investment or commercial borrowing as a result of investor risk aversion to technology companies following the ‘dot com crash’.

The company was an experienced innovator with a well developed research and development programme.  Therefore, while it required financial support from ISP, the advice on innovation was not important to it.

Support Received

During a regular meeting with its SE Lanarkshire Account Manager, the company identified an opportunity for investment in research and development and highlighted the problem of funding constraints.  The Account Manager identified the ISP as a possible route to helping to fund the investment.  The company was introduced to an ISP advisor from UXL Ltd. who identified the Technologist programme as the most appropriate form of support and helped the company to prepare an application.

The company received approximately a third of the cost of the project which involved investment of around £100,000.  The project involved hiring two senior research and development staff.  The company would not have recruited these staff without ISP support.  Instead it is likely that they would have recruited more junior staff.

Benefits and Impacts

As a result of the recruitment of the senior research and development staff (and, therefore, as a result of ISP support), the company reduced its portfolio of research and development projects and improved their management.  This has had a significant impact on business performance.  Turnover grew by more than £1 million, at least 25% of which the company attributed to the ISP.  The increased turnover had the effect of securing around 30 high value added jobs in Lanarkshire. 


	Case Study 2 – First Time Innovator

	Background

The second generation family business in a traditional sector had identified the need to diversify in order to survive and grow.  The company had no experience of new product development or bringing a new product to market but had identified two opportunities.  

Motivation and Support Required

The company was aware that management did not have the skills and experience required to develop a new product.  It had also needed to raise finance for new product development since the declining market in which the company operated did not deliver sufficient profit for investment in diversification.  The company had approached its bank which had not been willing to lend for new product development due to the lack of skills and experience in the firm.

The company approached its SE Lanarkshire Client Manager for financial support to undertake its planned new product development.  While this had been the motivation for participation in the programme, the company found that the advice on innovation had been as important as the financial support that was received. 

Support Received

The company received a SCIS grant of approximately £15,000, around half of the cost of the project.  The project aimed to develop a prototype product and undertake additional market research and marketing planning.

Throughout the course of the project, the company met regularly with an adviser from UXL Ltd. who provided advice on the process and suggested many changes how the company went about developing its new product idea.

Benefits and Impacts

The ISP support allowed the company to produce a prototype of the new product and increased the company’s knowledge about market opportunities.

No turnover or employment benefits had yet been achieved.  However, the company was seeking planning permission to develop a new production facility for the new product.  Assuming that this was approved, the company expected to increase the level of employment in the business by seven to market and produce the new product.

The management of the business had also learned a lot about new product development and was in the process of developing a diversification plan which would involve the development of at least one new product per year.  The company’s capacity for innovation was considerably increased by participation in the ISP.   


	Case Study 3 – Small Company

	Background

The company had recently been the subject of a management buy-out.  The new management recognised that its traditional manufacturing business was suffering as a result of increasing competition from lower cost countries such as India and China.  The company had decided that the best way to maintain its market was to invest in a more effective production process that would increase its productivity and, therefore, reduce its unit production costs.  

Motivation and Support Required

As a result of the investment of the management team in the buy-out, the company could not raise the finance required to fund the capital investment required to improve its production process.  The company approached the Business Gateway to see if any grant funding might be available. 

Support Received

The Business Gateway referred the company to the ISP.  A meeting was arranged with an ISP advisor from UXL Ltd. who reviewed the planned investment and helped prepare a SCIS application.

The company received a SCIS grant of a third of the total project cost of £22,000.  This helped to fund the process innovation and associated capital investment. 

Benefits and Impacts

While the company’s turnover had not improved, the unit cost reduction achieved by the process innovation had helped it to retain customers that had been considering ‘off-shoring’ their manufacturing.  The company attributed 20% of its turnover and employment to participation in the ISP.  This had saved 10 jobs, a fifth of the company’s workforce.  


Appendix B – Consultees
	Name
	Organisation/Post

	Donald Campbell
	Business Gateway Adviser

	John McAndrew
	Business Gateway Adviser

	Marion Gardner
	Business Gateway, Deputy Chief Executive

	Ian McCoull
	Scottish Enterprise, Head of Innovation Operations

	Billy Hughes
	SEL, Account Manager (Growing Business)

	Andy Boyle
	SEL, Business Manager (Growing Business)

	Silvio Clemente
	SEL, Business Manager (Growing Business)

	Carole McCarthy
	SEL, Director Growing Business

	Kevin Cullen
	University of Glasgow, Director of Research & Enterprise

	Cheryl Teague
	University of Paisley, Director of Research & Commercialisation

	Alasdair McKay
	University of Strathclyde, Business Development Manager

	Charles Broadfoot 
	UXL Ltd, Adviser

	Jim Dearie
	UXL Ltd., MD


Appendix C – Surveys

Appendix D – Aide Memoires
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Stage 3 – ISP support for marketing and sales activity for project





Stage 2 – ISP support for development of project based on ‘funnel system’
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Stage 1 – ISP support for market assessment and validation of innovation activity



























































































































































� DTI’s UK Innovation Survey 2001, in Economic Trends (2002)


� Business Research and Development in Scotland 2002, Scottish Executive 2004


� Includes new process in 2002/03


�  Includes SCIS applications in 2002/03


� The surveys obtained feedback from 56 of the 204 assisted businesses – a sample size of 27% of the population.  The margin of error is, therefore, 11% at the 95% confidence level.


� The gross-up factor is calculated by dividing the population (208) by the sample size from the face-to-face survey (36) giving 5.78.  This is then adjusted to take account of the 15% margin of error, giving a range of 4.91 to 6.64.


� The additionality is different for each year’s impact because the calculations have been undertaken at the level of the firm.  So, for example, additionality is higher for the impacts in 2002 than in 2003 because the firms reporting a gross turnover impact in 2002 reported a higher level of additionality, on average, that those reporting a gross turnover impact in 2003.


�  Assuming that only 50% of projected employment impacts for 2005 and 2007 are achieved.





�  Assuming that only 50% of projected employment impacts for 2005 and 2007 are achieved.





� Based on monitoring information for 2002/3 and 2003/4.  The cost per output is based on the costs of the programme over these two years only (i.e. £1,728,107).





� registered trade name of RG Cooper & Associates Consultants Inc., a member company of the Product Development Institute
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