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1 Introduction

This report summarises a review of approximately 60 evaluations that were commissioned by the Scottish Enterprise Network over the last three years.  The document is presented under the 12 themes of A Smart, Successful Scotland (SSS).  In reviewing the evaluations, learning summaries and executive summaries were used where these where available.

The review of each SSS theme is presented under the following headings:

· list of projects evaluated

· market failures that the projects addressed

· strategic lessons – what has been learned

· future focus – what we need to think about in the future

· information gaps

A separate report has been compiled to collect evaluation impacts, resources applied and customer feedback data where these were available.

2 Learning from Evaluation – Summary of Key Issues

This paper summarises some of the issues from the Learning from Evaluation project conducted in Spring 2004.  The work covered 60 evaluations across the 12 themes in A Smart, Successful Scotland.

The project was designed to draw learning from:

· evaluation summaries

· executive summaries and evaluation reports

This work did not look at individual evaluations and how that material was used by the SE personnel commissioning them.  It was specifically designed to look for the application of learning beyond the original project and how that can be used to improve Network performance.

2.1 Good practice

The review identified a number of areas of good practice that indicate improvements in the Network’s use of evaluation evidence since the previous review in 2000.  

· commitment to evaluate – the range of evaluation evidence indicates a broad commitment across the Network to examine and assess the impacts from the resources applied

· practitioner engagement – a significant number of the evaluations have been managed by teams including both SE Knowledge Management and operational staff from LECs.  This ensures a blend of technical rigour and practical experience

· coverage across the themes – the 60 evaluations in this review address the breadth of the 12 themes in A Smart, Successful Scotland
· a large body of evidence at project level – several of the projects have evaluated comparable programmes in several LECs (these would previously have been done separately) ensuring a larger body of evidence that provides more robust analysis and allows greater confidence in the conclusions

· quantitative estimates on outputs – more of the evaluations have quantitative data on output than was previously the case.  Further work is required to ensure approaches and presentation formats that will allow better comparison

· strategic discussion of the issues – more of the evaluations include a strategic analysis and discussion of the issues raised.  This is particularly valuable in considering multi-LEC projects, sectoral and cluster projects where common themes can be drawn from the evidence that is more than the ‘sum of the parts’

· looking to future options – there is some evidence of programme evaluations drawing conclusions and making recommendations that could be incorporated in future programme design and delivery

Recurring issues and gaps

There are a number of issues where further work is required to ensure better performance and drive up the productivity of Network evaluation processes:

· identification of market failure – there are a series of difficulties in this area:
· little or no reference to the market failure the programme was designed to address

· limited as no recognition that the market failure may have changed over the time of the programme and any implications of that for future work

· recognition that the original assumptions on the market failure had not been rigorously tested in appraisal processes

· appraisal – while the Network has improved its appraisal processes, the evaluations suggest that there are still significant opportunities to improve performance.  This point is particularly related to the issue of:

· clarity on market failures

· comparison with performance in related work

· appropriate target setting

· appropriate measurement framework – as the Network programmes endeavour to hit increasing numbers of objectives, there is growing complexity in applying the measurement framework.  Similarly, shifts in government policy and innovation in SE practitioners’ programme design are ‘leaving behind’ the measurement framework in some areas.  This requires further consideration and development

· comparison with related work – very few of the evaluations reviewed compared performance with relevant and related activities, either SE or external.  This means that where comments on comparison were made, they were highly subjective, eg ‘in the opinion of the consultant’

· appropriate target setting – a number of evaluations identified significant variances between their outcomes and targets.  Where analysis suggested this was not an issue of performance, it suggests that target setting, particularly for new programmes, is a challenge for the Network that needs to be addressed

· capture of information about the processes as distinct from the output – the evaluations commissioned tend to focus very strongly on assessment of the effectiveness of the programme and measurement of the impacts and value for money.  Very little emphasis is placed on understanding how the project was delivered and what learning could be drawn from that for use in future project design.  This is an important lost opportunity

Several of these points are inter-related, suggesting a number of ‘negative feedback loops’ that, if addressed, would enable sustainable improvements in project appraisal processes.

Learning to improve productivity

The review of evaluations suggests that a number of steps could be taken to significantly improve the productivity of evaluation processes that would drive up productivity in:

· SE programme design

· SE programme delivery and outcome performance

This could be delivered at three levels.

Within individual projects

Improving the quantitative aspects of the evaluation process to ensure that they are consistent would be a major step forward for SE.  At present the information is frequently inconsistent, incomplete or missing.  Robust and comparable quantitative data will significantly improve the:

· objective and target setting processes

· project appraisal

· evaluation of related projects (for comparison purposes)

· overall Network performance measurement

This requires a clear policy from SE that is implemented across the Network and complied with by evaluation consultants.

Between comparable projects

There is significant scope for ‘serial learning’ whereby the knowledge generated and captured in more effective evaluation processes can be carried forward to improve productivity through more informed design and more robust appraisal processes.  Better data will also improve delivery productivity by enabling benchmarking or continuous improvement processes.

Across Network activity
As the Network seeks to enhance the benefits it delivers through more complex and sophisticated programmes, usually seeking to contribute to multiple outcomes, learning that takes a ‘big picture’ view has greater value.  A number of the evaluations of complex projects identified examples of ‘unintended consequences’ that are valuable learning points for future strategy.

There is also a need for more appropriate and insightful strategic thinking that reflects on both the learning from evaluations, and the more rapidly changing policy environment within which the Network must deliver against rising expectations.

Next steps – realising the value opportunity

The Network has an opportunity to improve its evaluation processes in ways that will increase productivity and deliver more value from:

· evaluation investment

· programme and project delivery

· appraisal processes

A number of steps are required to achieve this:

· a need to understand how value is added in the evaluation processes and enhance those parts of the process

· understand where value is lost and ‘fix the leakages’

To achieve this, it is necessary to identify what improvements are required in the:

· processes and systems applied – including project appraisal, consultant commissioning, including process aspects in the evaluation, etc

· skills – used in designing, commissioning and managing evaluation projects to ensure that the maximum value from the consultancy process is extracted and that that value is made easily and readily accessible for Network learning

· behaviours and culture issues – need to be examined as evaluation carries implicit aspects of performance assessment with it.  It is highly likely that this factor drives behaviours and therefore influences how evaluation projects are commissioned and used

Greater Entrepreneurial Dynamism and Creativity

SSS objectives – Scotland needs to re-establish its entrepreneurial drive and increase the number of new and growing businesses.  This work will foster an entrepreneurial culture as well as providing business advice.

Programmes evaluated:

· Get into Enterprise (GiE) (SE Network)
· High Growth Start-up Unit (HGSU) (SE Network)
· Hillington Park Innovation Centre (HPIC) (SE Renfrewshire)
· Leadership and Management Development Programme (LMDP) (SE Lanarkshire)
· Client Management Project (SE Dumfries & Galloway)
· Women Into the Network (WIN) programme (SE Network)
· Business Mentoring Scotland (SE Network)
· Ayrshire Development Fund Ltd (ADF)(SE Ayrshire)
· Company Development (CD) (SE Tayside)
· Support to Account and Client Managed Companies (SE Lanarkshire)
· Promoting business start ups: a new strategic formula – stage 1 (SE Network)
Market failures – This objective covers a wide range of market failures relating to improving entrepreneurship, business growth and business survival.  The market failures are both:

· generic – eg increasing Scotland’s business birthrate, increasing the high growth start-up rate, improving business leadership skills

· local – eg high quality incubation facilities in Renfrewshire

Strategic lessons
1. Risks to SE knowledge building – the High Growth Start-up Unit (HGSU) evidences that experience from previous SE work is being used in programme design and delivery.  However, it is not clear the extent to which this is based on transferring people rather than sustainable organisational learning.  This highlights a risk to the organisation and to potential opportunities for performance improvement.  
2. Weak focus on processes – current evaluation processes do little to capture how successful programmes deliver benefits and how that productivity can be transferred.
3. Specialisation – centralised or distributed – the centralisation of a programme and related expertise may be an important driver in building an understanding of where and how to use specialist support, eg for innovation support programme issues such as Proof of Concept, SPUR and SMART.  This raises questions on the dilemma of concentration versus regional distribution of technical expertise and the impacts that has on delivery consistency, efficiency and effectiveness to clients.
4. Potentially conflicting objectives – the Hillington Park Innovation Centre (HPIC) evaluation raises a number of strategic issues on combining business property, business development and ‘flagship’ regeneration objectives in one project and the potential for conflict in delivering these objectives.  The report raises several dilemmas:
· companies valued the support services provided – but these could be delivered in a lower cost property
· not enough of the ‘right’ companies could be attracted at the rentals – but was this because of the relatively higher cost?
· the building was high cost, high specification – but the halo regeneration effect on the business property market has not worked
5. Gaps in capturing and valuing benefits – client company reluctance to attribute benefits to support is a serious concern for the Network in evidencing value for money.  Senior management development programmes in Lanarkshire highlight the difficulties in identifying and attributing benefits, short and long term, to SE support.  While there is recognition of a generic value, it is hard for SE to specify without evidence from companies.  The Network should recognise this gap in calculating benefits and identify appropriate tools that both clients and SE can use to measure value and benefits in relation to the investment.
6. Risks in outsourcing – the lack of integration and linkage provided by the managers of outsourced programmes means an opportunity to provide a coherent and well rounded suite of business development and skills development programmes was being lost.  This is a challenge for the Network in managing outsourcing of major programmes to ensure that they do not become ‘disconnected’.
7. Using the most appropriate tools – the review of Business Mentoring Scotland identifies the reluctance of mentor and mentees to use the programme website and chatroom as a means of facilitating the network.  There was also little evidence of networking or the programme’s website being used.  There is a need to review how SE funded websites are actually used in programmes such as this and whether benefits are realised.  This evidence suggests that funding has been used for a fashionable but low impact outcome.
8. Evidence of an emerging need – SE Lanarkshire’s Growing Businesses Reviews (GBRs) have encouraged a much more fundamental review of companies’ strengths and weaknesses that would otherwise have been undertaken.  Management team structure and issues are one of the most frequently mentioned areas for action to emerge from GBRs.  It would be valuable to compare this with other LECs and establish whether the Network has adequate and appropriate support mechanisms to meet the need.
9. Appropriate evaluation tools – the lack of appropriate monitoring and  absence of consistent evaluations of programmes within the GBRs has made it difficult to assess the effect of the strategy overall.  This suggests the need for a more strategic approach to evaluating major initiatives as a whole, rather than as a collection of components.
10. Realistic targets – the issue of poor, or no target setting emerges across SE evaluations and identifies a need to create a better central system of:

· collection of actual versus target material from SE programmes 

· consistency in calculation and presentation

· ease of access for Network staff

· use of that material in appraisal processes

· reference to external comparison material

Future Focus

1. Innovation on SE measurement – the wide definition of GiE participants makes attribution of programme benefits very difficult and suggests the feedback mechanism could be improved.  Complexity in the client group calls for innovation in measurement rather than avoiding the difficulties.  
2. University commercialisation units – strengthening this capability is a major concern for SE and for growing numbers of clients who follow the university spinout route, ie how to handle key issues around IP ownership, equity exchange.
3. Clarity about the ‘critical success factor’ – the role of the Hillington manager was crucial in maintaining a balance between the centre as a property development project and meeting the tenants’ business development needs.  The importance of the centre manager appears to be the determining factor in success of the joint venture.  This is an important lesson in the design and staffing of future centres built on a partnership model.
4. New measurement development – a key feature of LMDP is the attempt to link client progress to the balanced scorecard approach.  SE should benchmark against other programmes elsewhere in the Network to establish the value of the approach for wider application.
5. The ongoing need for clear exit strategies – the Lanarkshire client management report suggests a regular review of the portfolio of account managed and client managed companies, possibly every 2 years, to look at establishing priorities within the account managed group, and searching out client managed companies which deserve the higher status.  This should also include ‘demoting’ or exiting from company support.  This is a long standing issue for the Network.
6. Target-driven behaviours – there is a need to keep a watch to ensure that SE staff have the appropriate motivation for promoting programmes to companies and this is not driven by the need to meet targets.

More E-Business

SSS objective – Applying e-business approaches modernises organisations, improves the efficiency of existing businesses and can lead to transformation in the nature of some industries.  The purpose is to improve the awareness of ‘take-away’ business across Scottish companies to achieve these benefits.

Programmes evaluated:

· Network Strategic Review of E-commerce (SE Network)

· Ready Steady Trade Online (SE Network)

· E-Business Workshop (EBW) Series (SE Network)

· E-Business Marketing Programmes (SE Network)

· E-Business Centre at the University of Paisley (SE Renfrewshire)

Market Failures – The Network review found evidence of market failure in supply and demand for e-commerce services.  It is a complex situation whereby insufficient supply and demand reinforce each other to prevent both capacity build up and growth in demand to trade online.  

Strategic lessons

1. Focusing on attitudes not hardware – the Network Strategic Review of E-commerce makes clear that individual or cultural resistance to using e-commerce remained a problem even when the equipment is in place.  This suggests a need for programmes that can adapt in rapidly changing circumstances, and address attitudes and behaviours.
2. Conflicting Network perceptions – the e-commerce review concludes that there is a disparity between SE and LEC views on progress – this calls into question the effectiveness of the communications and the feedback mechanism between key network players on objectives, performance measures and perceptions of success.

3. Time lag to impacts – there is often a significant time lag between programme participation, implementation of the learning and measurable impacts in the business.  This time-lag is a key market failure and is linked to the inability of clients to accurately determine the cost and value for money of e-commerce services.

4. E-business as a more effective trigger for change? – e-commerce programmes are often a catalyst for change within a company – the studies show that businesses are often transformed when they seriously integrate e-commerce in their systems.  It would be valuable for SE to compare these impacts with investment in other support in eg leadership, management development and lean thinking.

5. Complexity in attribution – the E-Business Marketing Programme review noted the 35 criteria in the SE network e-adoption ladder provide a consistent measure of the changes in e-commerce status and level of sophistication following support.  However, it is difficult to make any direct attribution to movement up the ladder apart from companies progressing towards being on the first rung.

Future focus

1. Productivity and exit – SE should explore how the original programmes have changed, the mechanisms by which they are consistently delivered and how they were terminated.  The e-commerce products need to be placed in the context of the wider SE effort and have a set of indicators that show their impact.

2. Delivery follow-up on high profile initiatives – a main incentive for W@W companies was the opportunity to increase their business profile and gain free marketing and publicity – there was overall discontent (over 80% of respondents) with respect to post competition follow-up.  This has left many entrants unsure whether it is worth the time and effort to enter in the future.  A key attraction was the feedback element of the event with the promise to provide all entrants with a structured and constructive critique on website – again it was noted that the majority of respondent entrants has not received any feedback and had become slightly disillusioned with the whole process.

3. Responding to changes in market failure – the evaluation recommends that the EBW Series should continue to be delivered by SE until there is evidence to indicate that there is no longer market failure.  This highlights the key task of linking programme objectives with specific market failures.  E-Business Marketing Programmes recommend E-business events move away from a general awareness-raising approach to providing more commercial and training events with a clear and measurable outcome.
4. Avoid creating dependency – the E-Business Centre at the University of Paisley should not provide support for SMEs to develop websites, but should provide customised training/one-to-one consultancy support and practical training to businesses which have developed a site but want to have knowledge to update and maintain it.

Increased Commercialisation of Research and Innovation

SSS objectives – Joint work with higher education institutions and companies to increase the levels of research and development, and commercialise new technologies, will see improved productivity and business growth.
Programmes evaluated:

· Commercialisation Enquiry – Performance Measurement Framework (SE Network)

· Enterprise Fellowships (SE Network)

· Small Company Innovation Scheme – (SCIS) (SE Forth Valley)

· Targeting Technology (SE Glasgow)

Market Failures – the SE programmes addressed generic market failures in different aspects of innovation in Scotland.  

Strategic lessons

1. A need to build knowledge – the Commercialisation Enquiry – Performance Measurement Framework concluded that the framework should be designed and implemented with the help of stakeholders – it cannot be an add-on and should not be imposed if ownership is to be widespread.  The framework should incorporate indicators that depict the changing state of commercialisation in Scotland enabling an updated context for assessment and learning.  

2. Programmes that stimulate progression and wider development – all eleven SCIS companies had also benefited from the project in non-technical areas such as project management, forecasting, skills analysis and development.  Hence, there are collateral benefits from this tightly focused innovation scheme.  A number have also progressed to other innovation schemes eg SPUR. 

Future focus

1. A strategic learning need – research into commercialisation progress and barriers to development are needed to enable better support in the post-start-up phase.

2. Capacity building – is needed for commercialisation amongst stakeholders that cannot generate support from elsewhere, ie especially among new universities and other sources of science and technology, eg the NHS.

3. Linking market research with innovation support – companies could benefit from further market research and marketing assistance to better exploit their SCIS product development.  This may have wider benefits in the original product development process.
4. Improved targeting and forecasts – the review highlighted that the SCIS job forecasts were unrealistic and in reality more jobs have been safeguarded.  The appraisal process should be reviewed and, when setting targets for funding, there should be more realism.

Information gaps

1. Understanding of culture change – a better understanding of how innovative organisation cultures can be developed would help increase the number of organisations that are encouraging innovation and successfully apply it to deliver business benefits.

Global Success in Key Sectors

SSS objectives – Raising productivity, building on strengths and addressing structural changes in key sectors of the economy, and helping foster growth in key clusters.

Programmes evaluated ere:

· Market Advantage Programme (SE Network)

· Review of Electronics Initiative (SE Renfrewshire)

· Review of the Clusters Initiative (SE Network)

· Ayrshire Software Action Plan Review (SE Ayrshire)

· Food Product Development Support (SE Grampian)

· Visitor Attraction Review (SE Network)

Market failures – the review of the Clusters Initiative addressed the market failures identified for each of the cluster areas.  Some were sector specific, eg the objective of the Electronics Initiative was to sensitise companies to the current issues affecting the industry, emerging trends in technology and providing support for companies who are considering undergoing change.  

Strategic lessons
1. The clusters approach – SE has made progress in applying cluster thinking – there have been problems – but the approach provides a basis on which to move forward and SEN is integrating the cluster model with its established approaches and procedures
2. Difficulties in evidencing impacts – there have been significant levels of spending, but no indication of their impact in the clusters.  Within the three cluster teams, there have been different approaches to the delivery of the action plans, however there is no evidence to support a ‘preferred’ or highest impact approach
3. High impact learning to use in appraisal processes – the Visitor Attraction Review identified trends and experiences from 12 projects approved between 1990 and 1997.  The principal findings offer high value learning for the Network and its partners:

· high levels of activity and investment in the visitor attraction market over the past 8 years encouraged by new sources of public funding

· evidence of over-projection of visitor numbers by around 20% with real difficulties in estimating market size, penetration and adjustment

· there is potential for significant levels of displacement where attractions adopt similar themes and retain dependence on domestic/regional customer bases

· there is a suggestion that the largest attractions are unlikely to generate new or additional visits

Future focus

1. Improving productivity through information – improvements in the Electronics Initiative (suggested by client managers) included the provision of more research, data and intelligence to client managers, better dissemination of research and making better use of tools such as the company database to ensure greater productivity within the initiative.  

2. Future risks for the cluster approach – the cluster approach needs more leadership, support and clarity of position, and links must be strengthened between the cluster teams, other operational units and LECs.  There is an urgent need to foster innovation and attract stakeholders to achieve success and critical mass.

3. Future action for clusters – the review highlighted points of learning from the three pilot clusters including:

· accelerating cluster activity and value

· recording and demonstrating economic impact of cluster policies

· addressing internal matters that may ‘hold back’ progress – these are the priorities for action 

· a fourth area, common to all clusters in developing the policy thinking around clusters in SE

4. The dangers of a supply-led initiative – the Ayrshire Software Action Plan approach was rooted too deeply in providing a supply-side solution without consideration of whether this sector has had a fundamental demand-led reason for locating in Ayrshire.  The report highlights that the original objectives were too broad and aspirational given the level of resources available and the existing software company base.
5. Evidence for use in attracting talent – some of the consultations with software businesses suggested that businesses located in Ayrshire for lifestyle reasons.  This may have wider importance in attracting talent to Ayrshire and other semi-rural parts of Scotland.
Information gaps

1. Enabling continuous improvement – monitoring of activities must be developed further where there is comparability with other projects to ensure continuously improving appraisal and performance measurement information. 

Digital Connectivity

SSS objective – Success as a digital nation demands that Scotland is at the cutting edge of accessible and competitive connections across the economy, including remote rural and disadvantaged urban areas.

Programmes evaluated:

· E-Commerce Website Owners Survey (SE Network)

· Digital Champions Project: A Review (SE Dumfries and Galloway)

Market Failures – The use of the Web by SMEs in rural areas (Dumfries and Galloway) to promote business growth, sustainable rural employment and entrepreneurship across Scotland.  The Digital Champions (DC) programme was Scotland-wide and addressed the social and economic disadvantage experienced by the digitally excluded.  

Strategic lessons

1. Benefits from a co-ordinated approach – the DC project operated with a broad range of client groups and partner organisations to provide a more rounded approach and test new processes.  The main contribution is the co-ordinating function of the programme in improving information flows that result in performance improvement and better delivery.
2. Problems in KMIS fit with cross-cutting themes – the DC project has only one reference under KMIS, despite the importance of inclusion as a cross-cutting theme in Smart Successful Scotland. Its full value may not therefore be being recognised because of the inadequate (and thereby inappropriate) performance measurement systems. 
3. Positive experience of ‘joinedup’ work – the DC project addressed the main criticism of inclusion policies found in the literature, that programmes run at a very superficial level and do not address the underlying cause of exclusion.  By providing a bridge between social and economic inclusion the project was able to have multi-dimensional interventions and therefore offers a more rounded approach to the inclusion agenda.  

4. Less emphasis on marketing campaigns and more on direct support – the DC project provides good value for money when compared to marketing campaigns.  This suggests that ensuring appreciation of the benefits of the Internet, as distinct from awareness stimulated by marketing, is more important in getting people active in using the web for economic benefit.  There is comparable evidence in the e-business work.

5. A clear shift in focus away from supply to stimulating demand – it is accepted that the issues associated with ICT supply ie hardware, are largely resolved.  Demand side issues remain and apply for both individuals and companies.

Future focus 

1. A need for long term performance tracking – the impacts of internet access in making positive steps in inclusion remain unclear.  This lack of clarity contributes to the continuing debate surrounding the concept of the ‘digital divide’.  There is still an element of ‘faith’ in the benefits of internet access with significant anecdotal and qualitative evidence rather than robust numbers.

2. Planning SE’s exit route – the DC Project was value for money.  It was an effective model for the first steps to closing the digital divide but now needs to be reshaped based on the project team’s experience and the results of this evaluation.  It should shift more towards the economic aspects of digital inclusion, and mechanisms should be developed to hand over primarily social issues to appropriate partner organisations.  

Information gaps
1. Attribution of the role of ICT in combating exclusion – there is a need to better understand how internet access can be used as a ‘ladder’ out of exclusion and into work and economic benefits.  However, there is a potential conflict in assuming that the individual will progress immediately towards an economic outcome.  This may be a secondary impact or occur at some time beyond the timescale of the project.  

Increased Involvement in Global Markets

SSS objectives – Working with exporters to help them better penetrate overseas markets and improve their competitiveness will enhance their global outlook and operations.  This will include developing trading links, global alliances and appropriate strategic partnerships.
Programmes evaluated:

· Asia Pacific Initiative (API) (SE Tayside)

· Renfrewshire Inverclyde Export Programme (SE Renfrewshire)

· Glasgow Exports (SE Glasgow)

· Pilot Global Companies Development Programme (PGCDP) (SE Network)

· International Trade Development Programme (SE Ayrshire)

Market failures include risk aversion and information deficiencies within companies and a lack of understanding of the process of exporting.  The Global Companies Development Programme addressed that specific issue.

Strategic lessons

1. Clarification of conflicting SDI and LEC objectives – the Asia Pacific Initiative (API) local exporting assistance scheme (SET) conflicts with national priorities (SDI).  The report states that SET will find it impossible to gain any support from SDI to further develop its global growth strategy on a geographical basis.  While LECs will not initiate their own export strategy in future, there is a need to ensure collaborative and appropriate approaches.

2. Inappropriate programme recruitment – programme targets are quantitative rather than qualitative and the training, ie capacity building, element of the programme is not successful.  The programme appears to be process driven ie working with a business simply because they fit the criteria.  It needs to work more towards economic development objectives, ie correcting market failure and be recruited appropriately.

3. Successful integration and project working – the Glasgow Exports Programme fits well within the wider business support networks in Glasgow and complements other organisations, particularly Business Gateway.  The organisation has an appropriate fit and integration with other support services available to Glasgow companies.  This may offer lessons for other areas.

4. Creating global companies – the key learning points were:

· the objectives and activities need to be more clearly aligned with the original strategy and market failure arguments

· the company selection process was not sufficiently inclusive or transparent, ie there was a degree of preselection of companies and insufficient involvement of LEC account managers in the pilot 

· the pilot demonstrated a shortfall in the extent and depth of the network’s company base and this hindered selection 

5. Monitoring over long timescales – the evaluation highlighted the inadequacies of the current monitoring and reporting systems such that partners cannot easily identify the inputs, activities and outputs of the Ayrshire Export Partnership.

6. Successful partnership working – increasingly SE is looking to work with partners to provide and deliver effective business development assistance.  The Renfrewshire-Inverclyde programme is an example where the partnership approach appears to work on a number of levels eg ownership is demonstrated by increasing willingness to refer clients to RIE for export assistance, rather than try to provide an in-house solution.  There are other examples of good practice such as Fife International Trade – a partnership between SE Fife, Fife Council and the Chambers of Commerce who have pooled all export development resources.

Future focus

1. Developing the service sector exports – this will need to be developed further if Glasgow is to maintain its export performance in the longer term – seen as a key challenge which Glasgow Exports is already starting to address.  This has wider application across Scotland.

Scotland to be a Globally Attractive Location

SSS objectives – To be a world class business location, Scotland needs to deliver an environment of competitive skills, infrastructure, transport and communications.  An appropriate image needs to be projected to relevant markets, organisations and individuals to attract them here.

Programmes evaluated:

· Granton Waterfront Project (SE Edinburgh & Lothian)

· Dumfries and Galloway Regeneration Fund (SE Dumfries & Galloway)

· Greenock Waterfront (SE Renfrewshire)

Market Failures – the Granton Waterfront and Greenock Waterfront were major projects to trigger further private sector property development.  There was a poor supply of business accommodation to attract new business investment, few sites for industrial development and much of the land was poor quality with substantial dereliction and contamination.  The Dumfries & Galloway Regeneration Fund was designed to rebuild confidence in communities after the Foot and Mouth outbreak and to initiate lasting processes of community economic development in the region.    

Strategic lessons

1. Achieving economic diversification – the employment created at Greenock Waterfront has contributed significantly to the diversification of the Inverclyde economy.  From 1995-2002 employment and production in the construction industry has declined by 14% in Inverclyde – this was significantly greater than the Scottish average of 3%.  Over the same period employment in the services industry grew in Inverclyde by 18% - this is twice the rate of growth in the Scottish economy and over 4 times faster than in adjoining North Ayrshire.  The Greenock development, together with other Enterprise Zone (EZ) developments, has helped to create an office market and to make the transition to a service-based economy possible.

Future focus

1. Need to understand the full range of benefits being sought – the Granton Waterfront Project identifies a need for a fuller account of potential impacts such as the actual role of major clients in such developments.  SE should use this major project to review the assumptions and the guidance figures to assess the eventual impact of the project.  
2. Need to better understand private sector developers’ needs and opportunities – there needs to be more detail with regards to the aims and objectives of the partnership, and the relationship with private sector development companies.

3. Helping improve impact productivity – in developing a continuation fund such as Dumfries and Galloway Regeneration Fund, three key issues have emerged that are central to maximising the impact of such funding.  These are the focus of the fund, promoting project sustainability and providing capacity building support.
4. Changes in project generating significant changes in outputs – the actual developments on the Greenock site were slightly different from that envisaged in the masterplan. These changes had negative implications for employment on the site, against forecast, eg in one element 289 jobs were achieved compared with 595 in the plan.

5. Practical learning experiences in large project terms – Greenock identified a number of key lessons:

· the importance of a dedicated project manager

· the key role of project champions

· the importance of land ownership

· the difficulty of realising sustainable flagship heritage/tourist projects

· the lessons around the design and enforcement of clawback clauses

Information gaps

1. Addressing learning issues – the major property project evaluations contained little material that could be viewed as learning.  This may reflect their focus on the measurement of the project outputs rather than the processes.  The Network should consider whether, and how, appropriate learning could be drawn and re-used.

More People Choosing to Live and Work in Scotland

SSS objective – Scotland faces a falling population and continuing out-migration of talented people.  To assist in economic development, we need to offer jobs that encourage people to stay, attract returners and draw skilled migrants to Scotland.

Programmes evaluated:

· Dundee Contemporary Arts (SE Tayside)

· Scottish Opera (SE Glasgow)
Market Failures – Both of these projects are in the arts, and their contribution to the economy lies partly in tourism.  More importantly they strengthen the cultural, creative and social components of the Glasgow and Dundee city regions and thereby their international attractiveness.  These projects are therefore about assessing the potential for improvement, rather than market failure.

Strategic lessons

1. Connecting arts investment with economic outputs – these projects address aspects of several key strategies for Scotland eg arts, tourism, economic and social development.  Scottish Opera and the Theatre Royal are long established parts of the Scottish Arts industry.  The Dundee Contemporary Arts (DCA) centre is a multi-purpose project designed to be a cornerstone of a new cultural and creative quarter in Dundee.  These projects require a broader range of measures of output and success.

2. The problems of assigning benefits to a ‘free good’ – while the DCA has an important role as a cultural/creative hub and networking venue, many of the benefits of that are not identifiable or attributable to the project.  There are aspects of it being a ‘free good’ for the benefits of others, eg in its outreach and education programme.

3. The role of culture investment in place attractiveness – the development of a cultural quarter in Dundee is an objective consistent with the concept of a city region.  Cornerstone projects are required to make that happen physically as well as give the boost in confidence that success has given Dundee.  Some synergies with the university and college curricula have been identified, further integrating the project across a range of activities beyond conventional economic development.

4. Post-launch sustainability concerns – the visitor numbers and revenues have fallen in each year since launch.  This highlights the need to ensure an ongoing development path, and funding, for such projects beyond their initial design and gathering of capital funding.  Core funding issues also need to be addressed to ensure post-launch viability and sustainability.

5. Arts investment in building international awareness and thinking – through exhibitions DCA has established a national/international profile that has helped artists achieve a wide profile and a sense of being at the centre of things.  There may be parallels to the outcomes sought in stimulating a culture of entrepreneurship.

Future focus

1. Balancing capital and operating funding needs – the evaluations indicate a need for a strong focus on the revenue generation and operational aspects of those projects to ensure financial sustainability.  This could help both in achieving the objective of attracting people and avoid the ‘white elephant’ position of projects (eg major Millennium projects in England) that have no sustainable post-launch business.  

Information gaps

1. The need for appropriate measures – the programmes reviewed suggest a need for more information on the wider range of impacts that these investments generate, ie they are wider than conventional economic development and appropriate measurement frameworks are required.

2. Understanding the time lag in changing culture – there may be significant time lag between the initial investment and measurable changes in perceptions of those being attracted to live and work in Scotland.  There may be a long attraction ‘chain’ and this needs to be recognised in approving projects.

Improving the Operation of the Scottish Labour Market 

SSS objective – economies that match supply and demand in the labour market have a competitive advantage.  This can be achieved by providing better market information and by encouraging people to invest in their own learning.

Programmes evaluated:

· Financial Services Access to Call Centres (SE Edinburgh and Lothian)

· Talent Match Events (SE Glasgow)

· Arbroath Employment and Training Initiative (ETI) (SE Tayside)

· Evaluation of Training for Work (TfW) (SE Network)

Market failures – the generic market failures in these projects were in information on aspects of the labour market including job opportunities, training to meet these opportunities and in labour availability for skills shortages.  Specific failures were in training provision for work related skills in, eg call centre skills, and constraints to business competitiveness and growth due to lack of graduate skills, eg in the creative industries.

Strategic lessons – lessons learned are presented from the stakeholder’s perspective.

Scottish Enterprise 

1. Verifying the real market failure – the alleged market failure, that the (creative industries) sector had difficulties in graduate recruitment was not evidenced in the programme outcomes.  This is one of several such programmes and the underlying assumption about a market failure in SME graduate recruitment (as a constraint to growth) should be re-appraised to ensure appropriate  focus and value for money.

2. Ensuring relevant target setting – target setting for projects dealing with multiple and long term barriers to the labour market should be appropriate to the complexity of the market failure addressed. While this might be difficult for new projects, such as the Arbroath ETI, comparable activities across Scotland should be reviewed in the pre-project appraisal process and the learning drawn to ensure that reasonable, but challenging, expectations are set. 

3. Understanding changing programme cost implications as a result of a changing labour market – the longer an individual has been unemployed the less likely they are to find a job on leaving the TfW programme.  While this is well recognised, levels of unemployment have fallen significantly and this may suggest a polarisation and a potentially widening gap between the jobs market and some groups of people.  This may require increased tailoring to meet specific local client group needs with the probability of rising programme costs per head.

Client groups 

1. Designing solutions appropriate to local needs – some critical barriers to employment are not considered when designing training interventions eg Coatbridge participants declined jobs in Glasgow call centres because of the difficulty and cost of transport from home.  While a generic market failure was being addressed, in this case the local context may not have been considered in enough depth in the pre-project appraisal.

Other stakeholders 

1. SE’s role in capacity building – SE investment in training programmes can have a strategic role in local capacity building, as well as supporting delivery.  Coatbridge College has integrated the call centre training course into its core activities without further support from SE.  This has established new training capacity in a field of work that is accessible to local unemployed people in an area of growing job opportunity in Lanarkshire.   

2. Better stakeholder awareness – in smaller communities with fewer local players, such as Arbroath, care is needed to avoid perceived conflicts of interest when designing programmes.  The lack of partnership working was highlighted throughout the evaluation of the Arbroath ETI.  This resulted in animosity and a lack of referrals to other training providers.  This may have damaged, rather than increased, the effectiveness of local delivery systems.  This evidences a need to consider the local partnership ‘geography’ as part of the design process and assess the scope for unintended conflicts.

Future focus 

1. Engaging the employers earlier – there is a need for more company contact (eg financial services) in programmes to give participants more information on recruitment, negotiation and security checks and thereby increase the level of employment success from the training. 

2. Need to have more flexibility in the national programmes – the TfW Programme has been improving with local fine-tuning by LECs.  This should be encouraged to enable increasingly flexible TfW offerings for specific local needs. For both trainees and employers.

3. Analysing the real market failure – assumptions about market failure in SMEs on graduate recruitment should be subject to more scrutiny.  Given the growing numbers of graduates this may be a recruitment competence issue and therefore a management development, rather than a labour market issue.

 The Best Start for all Our Young People

SSS objectives – Young people entering the labour force need to have the right attitude, learning and skills development to enable them to make the most of learning and job opportunities.  This will be delivered through high quality programmes such as Modern Apprenticeships.

Programmes evaluated:

· European Computer Driving Licence (ECDL) (For Fast Trac SE Fife)

· New Deal for Modern Apprenticeship (NDfMA) (SE Ayrshire)

· West Work Project (SE Edinburgh and Lothian)

Market failures – skills issues across a range of specific local client groups

Strategic lessons

1. Better performance from employer-based training – the employer model had higher ECDL successes than in colleges and has benefits in reinforcing the importance of ICT training within the company and to other employees.  This may contribute to future company competitiveness and other in-work training investment. 
2. Employer training subsidy dependence – all NDfMA employers appreciated the wage subsidy (£100pw) and highlighted that they would not have participated without this.  This suggests an ongoing dependency and lack of commitment to substantive skills development in some companies.
3. The need for mentoring support in difficult client groups – the NDfMA drop out rates were high.  The lack of motivation and inability to see longer term benefits was the major factor behind this. Greater success might be achieved with more intensive selection and mentoring.  This suggests a higher unit cost, but ultimately more productive programme.
4. The high impact of work placements on school leavers – work experience was seen as the most rewarding part of the West Work school leavers programme.  It contributed most to increased self-esteem and their ability to find work, 70% found employment immediately.  The importance of self-esteem is increasingly recognised as critical by both employers and educators.
5. Creating flexible pipelines for young people entering work – the West Work project demonstrates the importance of a holistic approach involving parent and employers at an early stage of the transition to work.  The school aspect was a weakness while other environments eg colleges and workplaces, were more favourable and contributed to young people’s success.  There is evidence of stable post-programme employment with 59% of participants having had only one job over the 10-22 months since completing the project.  This suggests that this alternative ‘pipeline’ to work is both appropriate and productive.
Future focus 

1. Improving productivity in the transition to work – West Work suggests a need for more work in schools in helping better identify the young people who would benefit, and deliver greater value.  The programme was primarily ‘self-selection’, with only some schools choosing those who would benefit most, rather than offering the most disruptive pupils.  The already successful outcome could be improved and applied in other areas to ensure that the first work experiences are positive and shape long term attitudes to work and learning.
2. More intense appraisal for difficult client group projects – progress on NDfMA fell below partner expectations and it was a very expensive programme.  There is a need for a more detailed market appraisal to enable appropriate target setting and to provide substantive information on who (young people and employers) is really committed.  In addition, this client group needs a stronger support mechanism to coach and ‘maintain’ the young people through the programme.  Without this drop-out rates and value for money will continue to be unacceptably low.
Information gaps
1. Revalidate original assumptions – NDfMA was perceived to have a national role and potential.  Research is required to establish whether the pilot did not succeed for specified local reasons before it is discounted from further national development.

3 Narrowing the Gap in Unemployment

SSS objectives – Pockets of persistent unemployment, reflecting multiple deprivation and disadvantage, require an array of approaches to improving employability and getting people into work, thus ensuring the economy has access to its full levels of talent.

Programmes evaluated:

· Participate Project (SE Lanarkshire)

· Scottish Enterprise’s Contribution to Economic Inclusion (SE Network)

· Glasgow Works Strategic Review (SE Glasgow)

· New Futures Fund Initiative – evaluation of management and operation (SE Network)

· Developing the Social Economy in Lanarkshire – A Framework for Action (SE Lanarkshire)

· New Jobs for Glasgow 2 (NJFG2) (SE Glasgow)

Market Failures – The labour market failures related to unemployment occur across Scotland, particularly in local pockets.  They are addressed generically, in national programmes, and locally in specifically designed interventions.  The review of Developing the Social Economy considers how supply side capacities could be improved to drive up outputs.  
Strategic lessons

1. Balancing short term costs for SE against larger long term costs for Scotland – the Participate partner agencies recognised they needed to learn from past failures and incorporate relatively expensive features to attract and progress the targeted group.  The longer term costs of not intervening would be exceptionally high to a range of public funded agencies.  Hence the programme may be expensive in unit cost terms but it is good value for money when taken in a future context.
2. Building in sustainable benefits – although the inclusion activities are well focused on jobs and employability enhancement, insufficient attention is given to sustaining and progressing clients once in employment.  This would ensure that the longer term benefits of the investment are realised. 

3. The potential for unintended consequences and negative impacts – a significant proportion of inclusion activity is dependent on LEC discretionary funds.  Changes in SE budgets may disproportionaly impact this activity which contributes to capacity building in third sector organisations.

4. ‘Productisation’ driven by learning – SE greatly valued their involvement in the Glasgow Works development process and may now have something that can be rolled out across LECs.  This would be the first inclusion programme to be productised.

5. Ensuring SE has a capacity to capture its own learning - the capacity of SE New Futures team to work on substantive policy issues, and to collect and disseminate good practice from projects, has been constrained because of the volume of work involved in the management of the programme and its projects.  This is an example of the diseconomies of overload.

6. Appling SE core skills to build the social economy - the Lanarkshire survey suggests that, in terms of scale, nature and size, the social economy is diverse but that it is underdeveloped.  There is a high proportion of very small organisations, there is a very small proportion of new start organisations, and there is a heavy reliance on non-sustainable sources of funding.  Sustainability of these organisations is a key issue if their full potential to meet client needs is to be met and alternative capacity (to SE) created that can deliver the Social Justice policy agenda competently and effectively.
Future focus

1. A strategic role for SE? – SE’s contribution to economic inclusion interventions need to be more focused on addressing market failures and contributing to key strategic themes and targets that will help other agencies deliver the outputs.
2. SE levering additional benefits – more effort on inclusion needs to come through mainstream funding with less dependence on LEC discretionary funds.  There is a need to consider how more inclusion contribution from other activities, such as modern apprentices and physical business infrastructure investment, can be realised.

3. Pooling SE resources for better development – as the inclusion effort becomes mainstreamed, this creates the need for resources for R&D.  Individual LECs should be invited to deliver pilots on behalf of the Network, thereby delivering better value for money.

4. Getting better value from the partnership process – a more hard edged approach to working in partnership on inclusion is required in community planning processes eg appraisal of potential new partnership commitments through SE Dunbartonshire’s Partnership by Design process.  

5. A need for innovation in performances measurement – the measurement of inclusion performance must improve.  Inclusion activities are central to improving elements of Scotland’s economic performance, hence SE interventions need to be appraised and evaluated in a more rigorous manner.

Information Gaps

1. Cost effectiveness of inclusion support – there is insufficient information on the cost effectiveness of the range of inclusion interventions.  This makes it difficult to assess whether or not the resources are being allocated effectively across different forms of action or whether alternative routes would have yielded better results.  

Improved Demand for High Quality In-Work Training

SSS objective – Improved long term employability of Scots and greater business competitiveness will be enhanced by people and organisations taking responsibility for their own learning.  Scottish Enterprise, working with a wide range of partners, can help stimulate both demand and supply of in-work learning.  

Programmes evaluated:

· Strategic Review of IIP (SE Network and Highlands and Islands Enterprise)

· Glasgow Real Business Learning Centres (SE Glasgow)

· Business REAL Business Learning Centres (SE Glasgow)

· Employee Lifeskills Project (SE Ayrshire)

· Skills for Small Business Programme (SE Dumfries & Galloway, SE Glasgow, SE Edinburgh & Lothian)

Market Failures – the lack of in-house training and the learning and skills needs of employees especially within SMEs.  This is compounded by company managers not understanding the business benefits of people and business planning, resulting in lost opportunities for improvement.
Strategic lessons

1. Evidence of higher productivity – both SE Edinburgh & Lothian and SE Glasgow deliver a significantly higher proportion of all IIP recognitions than the proportion of funding they receive, suggesting more productive processes that could be adopted elsewhere.

2. Need to re-focus the IIP product – IIP is facing a series of marketing challenges particularly in the private sector.  It is a mature product with the majority of easy targets already hit.  IIP is a strong intervention mechanism and business development tool for the Network and this should be used to improve the competitiveness of Scotland plc and provide a basis to meet market challenges.

3. Company difficulties in assessing benefits – few companies participated in the Skills for Small Business Programme, and the report recognises the difficulties in attributing increased revenue and profits.  The importance of baselining the project with the company was highlighted as critical in monitoring the outputs.

Future focus

1. Need to re-calibrate performance measurement – IIP needs an enhanced monitoring system where the indicators are expanded from recognition and review numbers to performance indicators based on business change processes.  In addition, a single diagnostic framework is recommended to enable consistent practices across the network.

2. A case for wider distribution? – the challenge for the future of REAL lies in realising the potential and fully exploiting the opportunities for expanding engagement and learning within Glasgow’s SMEs.  The programme has potential for much wider impact within Glasgow, but also for wider application across the SE network, with REAL providing a possible model of good practice for replication in other SE areas.
3. Need to develop additional performance measures – SE needs to develop specific qualitative impacts measures to capture change in culture and attitude to skills.
Information Gaps
1. Addressing difficulties in measurement – enhanced monitoring and evaluation must be developed across the range of products to capture hard and soft impacts, and share knowledge and good practice across the Network in ways that will drive up Scottish Enterprise productivity and its impact on the Scottish economy.

Frontline Consultants
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