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Executive Summary

Introduction

This report presents the findings of an evaluation of the export assistance provided by Scottish Enterprise Borders between November 1996 and March 2000, under the New Market Development Programme.  The evaluation was undertaken January to March 2001.

The main objectives of this evaluation are to:

i) establish the effectiveness of the New Market Development Programme;

ii) obtain quantitative and qualitative comments from participating companies;

iii) make recommendations on the design of future export programmes.

Background

The New Market Development Programme (NMD) was ERDF funded under Objective 5B and was designed to help both new and existing exporters develop new overseas markets.  A total of 48 companies participated in the New Market Development Programme between November 1996 and March 2000, representing 60 projects.    The companies operate in a broad variety of sectors, ranging from food, textiles, electronics, tourism and giftware.

Methodology

1. The company files held by Scottish Enterprise Borders were thoroughly reviewed for background information.

2. Additional background information was gained through discussions with the appropriate Business Managers.

3. Twenty-nine of the forty-eight companies participated in face to face interviews, although because of a company merger, this was actually twenty eight, and four of them in telephone interviews, giving a total of thirty-two completed surveys.  This gives a response rate of 66%.  The remaining companies were not surveyed because:

i) they were no longer trading (7 companies);

ii) they declined to comment (5 companies);

iii) the funding had not been claimed (2 companies);

iv) SE Borders advised that they should not be contacted (1 company).

Findings

Impact and Quantitative Results

	Programme Benefits
	

	Increase in sales
	£23.2 million *

	Increase in export sales
	£9.6 million *

	Number of jobs created
	359

	Number of jobs saved
	1,148

	Number of new exporters
	5


*Some of the companies surveyed declined to comment on their turnover figures, so actual figures for increased sales are likely to be higher.

Impact and Qualitative Results

Companies quoted a wide range of qualitative benefits that they derived from the NMD programme, including improved strategic planning for international trade, greater awareness of market requirements, product modifications for market adaptation and an improved overall knowledge of the export process.  Several companies successfully penetrated new markets and credited the NMD programme with enabling them to show commitment to a market at crucial stages of market entry.  Several respondents suggested that an initial export visit would not have been made at all without the specific support of the NMD funding.  Overall, the results were extremely favourable, with one company representative saying, “This is the best thing that SE Borders has ever done.”

1.  Introduction

Scottish Enterprise Borders introduced the New Market Development (NMD) programme in order to improve business competitiveness in the Borders by providing financial assistance to target companies to enter and develop new markets and to increase their export activity and business.  Each company was allowed one NMD project per year, up to a maximum of £5,000, based on a 50% contribution to eligible costs.

The programme was developed to fill the perceived gap in business support provision for entering and developing new overseas markets.  The funding was primarily used for attending an exhibition for the first time or for an initial fact-finding visit to a potential new market.  In all cases, SE Borders personnel appraised the proposed projects thoroughly before NMD funding was agreed.  Companies were requested, as part of the appraisal process, to demonstrate that the proposed export activity was part of a strategic approach to gaining new overseas business.

The objectives of the this evaluation are to:

i) establish the effectiveness of the New Market Development programme;

ii) obtain quantitative and qualitative comments from participating companies;

iii) make recommendations on the design of future export programmes.

2.  New Market Development Programme

Objectives

Scottish Enterprise Borders (formerly Scottish Borders Enterprise) designed the NMD programme to improve the competitiveness of Borders companies in overseas markets and the initiative had three key objectives:

i) to assist companies to target, enter and develop new markets outside Scotland;

ii) to increase the export activity of target companies;

iii) to improve target companies’ approach to strategic export marketing planning.

Outputs

The key outputs of the programme were:

· sales achieved in the new target market

· overall company growth

· additional Scottish GDP

· number of jobs increased or saved

· number of new exporters

· customer satisfaction.

Description

The design of the programme was reasonably simple, with an SE Borders executive carrying out an initial appraisal of each company to review the validity of the export proposal and to obtain the company’s market development plan.  After a formal review process, SE Borders approved the funding and sent out letters of agreement for the proposed export projects.  Each company claimed up to the agreed level of funding after the completion of projects, with an annual maximum contribution of £5,000 for an overseas visit and £1,000 for a visit in the United Kingdom.  The funding from Scottish Enterprise Borders was up to 50% of eligible costs.

Eligible costs were:

· accommodation

· economy class travel

· exhibition space or exhibition entry

· translation services

· shipping of samples

· market information reports

· specific market research costs.

Appendix 1 shows the guidance notes for companies applying for NMD funding.

Flexibility and strategy

One key feature of the programme is its flexibility; companies used the funding in a variety of ways, including taking part in or visiting exhibitions, going on fact-finding visits to new markets, developing new literature for new markets and language services.  Companies were encouraged through this programme to view exporting strategically rather than treat each project as a “one-off.”   The programme was well integrated with other local and national export support projects, linking with Scotland’s overall export strategy to increase the level of Scottish exports.

3.  Methodology

Stage One

Over the period of the New Market Development programme, forty-eight companies were appraised by SE borders and funding for sixty projects was approved.  All the forty-eight NMD company files were fully reviewed, as well as the individual company files held at Scottish Enterprise Borders, to give background information.  At this stage, some companies were eliminated from the evaluation, either because the funding had not been claimed or because the companies had gone out of business.  Appendix 2 shows the complete list of companies with approved projects, those who declined to comment and those who are no longer trading.

Stage Two

Discussions were held with the appropriate Business Managers, where the companies in the NMD programme were account managed.  More companies were eliminated from the evaluation at this stage and we were able to identify correct company contacts at those to be evaluated.  This was particularly important, as some of the original contacts at the start of the NMD programme were no longer with the companies at the time of the programme evaluation in early 2001.  This was an issue especially with textile companies, many of whom had undergone radical restructuring, with several mergers, acquisitions and liquidations between November 1996 and March 2000, the duration period of the NMD.  

Fifteen companies were eliminated from the programme evaluation because:

i) they were no longer trading (7 companies);

ii) they declined to comment (5 companies);

iii) the funding had not been claimed (2 companies);

iv) SE Borders advised that they should not be contacted (1 company).

Stage Three

The final stage of the evaluation involved the design of a survey form and structured discussions with the companies.  In order to achieve greater accuracy in the findings, we attempted to survey all the companies who had participated in the New Market Development programme, rather than survey a selected sample. For the reasons outlined above, we were able to survey thirty-two of the forty-eight companies, achieving an overall response rate of 66%.  

The survey form was designed, at the request of SE Borders, to capture not only quantitative data such as increased turnover and the number of jobs created, but also qualitative information, to assist with the design of future export support initiatives.  Four discussions were held on the telephone, two at the SE Borders office and the remaining twenty-six at the companies’ premises.  Of the twenty-eight surveyed face to face, the total would have been twenty-nine companies, but two companies had merged in 1999.  

Appendix 3 shows the completed survey forms, from which the results shown below are extracted.  Copies of these completed forms are in the company files held by Scottish Enterprise Borders.

4.  Survey Findings

Impact and Quantitative Results

The table below summarises the quantitative outputs of the New Market Development programme, based on results from thirty-two companies:

	Output
	Result  (total of 32 companies)
	Result (average per company)
	Comment

	Sales increase in new target market
	£9.6 million
	£300,000
	

	Overall company growth (increase in turnover)
	£23.2 million
	£725,000
	6 companies did not comment on turnover, so increase is likely to be larger.

	Number of jobs created
	359


	11
	

	Number of jobs saved
	1,148


	35
	

	Number of new exporters 
	5


	-
	


These results are very encouraging, especially as the period 1996-2000 has not been the easiest for UK exporters, in view of currency difficulties and restructuring in key sectors in the Borders such as textiles and electronics.  In the main, companies confirmed that the increase in export sales to new markets might be directly attributable to support from the NMD programme.  Increases in export sales varied from 5% to 300%, although it makes more sense to focus on actual increases rather than percentage figures, to avoid distortion.  Overall company growth in terms of increased turnover may not, however, necessarily be due solely and directly to funding from the New Market Development programme.

Leverage

The spend by Scottish Enterprise Borders on the New Market Development programme totalled £170,724, of which £42,640 came from ERDF, so the increased export sales figure of £9.6 million shows excellent value for money; for every £1 of NMD funding spent on the original forty-eight companies, additional export sales of at least £56 were generated.  Based on the thirty-two companies surveyed, this gives an average NMD spend per company of £5,335 and new export sales per company of £300,000.  Based on the forty-eight companies who received funding, this gives an average spend per company of £3,556 and new export sales per company of £200,000.

	SE Borders
	£128,084
	Average NMD spend (32 companies)
	£5,335

	ERDF
	£42,640
	Average NMD spend (48 companies)
	£3,556

	Total NMD claimed
	£170,724
	Average additional exports (32 cos)
	£300,000

	Additional exports
	£9.6 million
	Average additional exports (48 cos)
	£200,000

	Leverage 1:56
	
	
	


Additional Scottish GDP

According to survey evidence from the Scottish Council for Development and Industry (SCDI), manufactured exports from the Borders and Scotland over the period of the New Market Development programme are valued as follows:

	Year
	1996-97
	1997-98
	1998-99
	1999-2000

	Exports from Borders
	£229.7 million
	£222.6 million
	£190.5 million
	£198.5 million

	Exports from Scotland
	£18.4 billion
	£19.2 billion
	£19.3 billion
	£19.2 billion


Overall, there has been a decline in the share of Scottish exports enjoyed by Borders companies. This is not surprising, given the recent turmoil in textiles, the area’s largest sector, which has faced severe difficulties in overseas trade and has undergone major restructuring in the last four years. However, the significant increase in company turnover, as measured by the survey evidence from the NMD programme evaluation, indicates that the support from NMD has directly and indirectly enabled Borders companies to contribute to increased Scottish GDP by at least £23.2 million, or an average of £725,000 per company.
New markets targeted during the NMD programme

The table below lists the target markets and the number of companies who targeted each market.  The total is higher than thirty-two, as several companies targeted more than one market and used NMD funding several times:

	Market
	UK
	Europe
	N America
	Far East
	C& S America

	Total
	2
	
	
	
	

	Ireland
	
	6
	
	
	

	Germany
	
	5
	
	
	

	Italy
	
	3
	
	
	

	Denmark
	
	2
	
	
	

	Belgium
	
	1
	
	
	

	Finland
	
	1
	
	
	

	E Europe
	
	3
	
	
	

	France
	
	3
	
	
	

	Total
	
	24
	
	
	

	USA
	
	
	12
	
	

	Canada
	
	
	3
	
	

	Total
	
	
	15
	
	

	Japan
	
	
	
	3
	

	Korea
	
	
	
	3
	

	China
	
	
	
	4
	

	Taiwan
	
	
	
	1
	

	Sri Lanka
	
	
	
	1
	

	Total
	
	
	
	12
	

	C&S  America
	
	
	
	
	2

	Total markets 55
	
	
	
	
	


New markets of interest in the future

The surveyed companies were also asked to say which markets were of interest for future export activity:

	Market
	UK
	Europe
	N America
	Far East
	RoW

	Total
	4
	
	
	
	

	Ireland
	
	6
	
	
	

	Germany
	
	13
	
	
	

	Italy
	
	9
	
	
	

	Denmark
	
	3
	
	
	

	Belgium
	
	1
	
	
	

	Finland
	
	2
	
	
	

	E Europe
	
	2
	
	
	

	France
	
	12
	
	
	

	Norway
	
	4
	
	
	

	Spain
	
	1
	
	
	

	Total
	
	53
	
	
	

	USA
	
	
	24
	
	

	Canada
	
	
	4
	
	

	Total
	
	
	28
	
	

	Japan
	
	
	
	10
	

	Korea
	
	
	
	8
	

	China
	
	
	
	6
	

	Taiwan
	
	
	
	4
	

	Sri Lanka
	
	
	
	1
	

	India
	
	
	
	1
	

	Total
	
	
	
	30
	

	C America
	
	
	
	
	5

	S America
	
	
	
	
	5

	Australasia
	
	
	
	
	6

	Total
	
	
	
	
	16

	Total markets 131
	
	
	
	
	


Impact and Qualitative Results

We have divided the findings into five distinct areas:

i) direct benefits of the New Market Development programme;

ii) additional benefits of the programme;

iii) marketing and awareness;

iv) application procedures;

v) the role of SE Borders personnel.

Direct Benefits of the New Market Development Programme

Overall, customer satisfaction with the programme is very high, with the following examples of comments:

· “Much improved market awareness”

· “More positive approach to overseas markets”

· “Visit was extremely helpful in making contact with new potential customers”

· “Much closer links with customers now”

· “The New Market Development project is the best thing SE Borders has ever done”

· “The New Market Development programme is the most significant support that we have ever had from Scottish Enterprise Borders”

· “The NMD programme was absolutely fantastic and has directly helped the company develop significant sales in the Irish market”

· “Brilliant, A1, very flexible”

· “The NMD initiative opened doors, helped develop market interest in the brand and increased understanding of customer needs”

· “The company made good contacts in the US market and is now seeing repeat business”

· “NMD enabled the company to set up the US warehouse and showroom facilities faster than would otherwise have been possible”

· “The NMD funding allowed us to do something that we wouldn’t otherwise have done”

· “Greater awareness of US market trends”

· “We would never have got this far without the initial help”

· “The NMD programme has been very beneficial to the growth of the company”

· “Extremely useful to have the NMD funding, especially the tailor made aspect”

· “Could not criticise the assistance in any way”

· “The NMD funding was instrumental in the company staying in the market”.

A key benefit on which many companies commented was the flexibility of the New Market Development funding.  The ability to use the assistance for any overseas market and for any appropriate market entry, including visiting exhibitions, distributors and potential retail partners, was seen as extremely positive, leaving the companies free to work on gaining new export business rather than having to fit their business model to a rigid programme scheme.

Additional benefits of the NMD programme

Several companies have now targeted new export markets for future growth;

Several intermediaries have been appointed, either agents, distributors or retail outlets;

Some markets have been dropped as strategic targets as companies have realised that there was insufficient profitable business for them;

Companies have commented on improved strategic planning for export; 

Ideas have been generated for future product development or brand building;

Products have been modified for more effective marketing overseas;

Sales people have been appointed specifically to handle target export markets;

Companies have learned more about the export process.

Marketing and Awareness

Some companies felt that the New Market Development programme could have been marketed more aggressively; three companies indicated that it is sometimes difficult to find out about initiatives in general at Scottish Enterprise Borders, although having a Business Manager as a single contact point is helping with this issue.  One comment was that too many enquiries are coming to companies from different parts of the SE network, another that companies are not aware of what support is available from SE Borders.  Several companies spoke positively about how the NMD programme fitted in well with market entry support at Scottish Trade International, particularly for Far Eastern markets.

Application procedure

The majority of companies surveyed found the application procedure relatively straightforward, although there were three instances where companies maintained that the claim dates issue had not been properly explained.  Three companies suggested that more assistance could be given with the application procedure so that the process could be done more speedily, and one company suggested that too much information was requested in the application and is nervous about SE knowing too many confidential details on turnover and profitability.  Only one company felt that the application procedure was rather bureaucratic.

The role of SE Borders personnel

A clear theme running through the interviews with the thirty-two companies was the importance of regular contact with one SE Borders person; companies appreciated regular updates on SE Borders initiatives and liked to know their key contact.  Some companies felt that they did not receive as much support from their SE Borders contact as they would like.

5.  Conclusions

The New Market Development programme has had a significant impact on the level of export activity in the Borders; despite difficulties in the market place, export sales in the company group surveyed have increased by £9.6 million, 359 new jobs have been created and 5 companies have exported for the first time.  There have been many qualitative benefits such as improved knowledge of the export process, greater product modification and better strategic marketing planning; 131 country markets have been identified as having future potential for export.  An additional benefit is the improved perception of SE Borders as an organisation offering a very flexible programme which assists companies in a positive way, is easy to understand, is not rigid in its approach and allows companies to focus on targeting new export sales in the most appropriate way for their business.

6.  Recommendations

The general company opinion is that the New Market Development programme was valuable and companies were able to gain both quantitative and qualitative benefits.  One key benefit from the companies’ viewpoint was the programme’s flexibility; the funding was used for initial fact finding visits, for exhibiting and visiting both overseas and UK trade shows, for commissioning market research, for language services and for making visits to potential customers.  Several companies commented that any future support should have the same degree of flexibility.  Any future export support programme should be marketed as a having a very flexible and customer-focused approach.

The application procedure could be made easier for companies by partly filling out the application forms in advance of the appraisal meeting; much of the information required on the form is probably held by Scottish Enterprise Borders anyway.  This would speed up the application procedure and allow the company to focus on thinking strategically about why support is requested.  

If a future export support programme were marketed as part of an overall strategic export plan, helping companies to increase their exports over the next three years, this might help some companies reduce their dependence on “one-off” support and become more strategic in their approach to exports.  This implies more intensive and frequent contact from SE Borders personnel and an additional benefit to SE Borders would be a stronger relationship with its customer base.  Additional benefits to companies would be more robust export planning and more focused strategy implementation.

It would help reduce confusion amongst the companies in the Borders if there were more continuity of contact; some companies said that they really appreciated having one single point of contact and that this was much improved from the situation in 1996.

Overall, the companies in the Borders perceive the New Market Development programme as very valuable and extremely worthwhile; several companies advised that any future programmes should follow the same format as the NMD programme.  Any criticisms tend to relate to Account Manager support and the lack of awareness of SE and other initiatives in general.

PAGE  
3

