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1 Introduction and purpose

The Scottish Enterprise Network has been in existence for 9 years. During this period it has delivered an impressive range of activities and impacts for the Scottish economy.  This is revealed by annual reports, performance returns and the evidence from evaluations. The Network expenditure on evaluation is considerable and it is vital that the learning from evaluation is appreciated and applied to future policy and strategy development.  This point has become more important in the context of recent global economic change and local political change in Scotland with the new Parliament.  These changes have helped to shape the priorities in the new Network strategy and highlighted the central role for evaluation in identifying learning and innovation within SE and with partner organisations.

The purpose of this project is to examine recent evidence of strategic learning and innovation from evaluation reports.  Most of the reports were commissioned for specific reasons connected with an individual project or programme intervention.  This presents a challenge in going back to extract learning on a wider basis.  Responding to this challenge was seen as essential at this time given the reviews in process within the Network and the proposals for implementing a Network evaluation plan for the year 2000/01.  SE has already examined possible changes within the organisation to stimulate new thinking and recognition of the role and purpose of evaluation.  The immediate needs identified were for greater cohesion between evaluation outputs, performance management information systems and Network strategy.  Closing this loop remains a challenge; SE proposes to ensure a better flow of value-adding intelligence that more effectively informs Network strategic thinking through:

· our learning from current processes in qualitative terms 

· quantitative measures of performance

· using these in complementary ways to reveal strategic learning that informs future strategy development

The new SE strategy was launched in January 1999.  A review of over 100 evaluations commissioned between 1997 and 1999, confirmed that they had been configured to address the previous Network strategic objectives, and gaps between the outputs of that work and the future needs of the Network have been identified.  Planning & Evaluation team has made recommendations on how evaluation coverage should be reorganised and prioritised to produce management information and learning that will bridge the gaps and give a continuity to learning over time.

The Network proposes to adopt a new requirement in its evaluation work, that is, to ensure that the best qualitative learning is captured as well as the established quantitative measures.  Evaluation summaries of the 100 reports reviewed in the current work were prepared in the context of the new strategic measurement approach for the Network; reports were categorised as far as possible in line with the 17 new key result areas (KRAs).

Summary of key result areas

Strategic learning summaries were prepared for the KRAs using a standard template with the following headings:

· strategic context

· markets

· market failure

· macro economic change

· good practice

· future focus

However, at this stage in the implementation of the new strategy, only nine strategic issues summaries could be completed and these are appended.  The remaining eight KRA summaries encountered difficulties with a lack of important information to draw out the strategic learning, such as no explicit market failure rationale, and a range of other factors including:

· new activities in the new strategy e.g. Helping Develop the Learning Industry in Scotland

· activities where the KRA has a significantly different focus from the old strategy e.g. in the Inclusive Economy and Competitive Place goals

· activities where there was no significant volume of recent (post 1997) evaluation evidence.

These areas correspond to the new priorities for the Network evaluation strategy and a number of proposed evaluations will address some of the gaps and allow strategy summary issues papers to be prepared in time.  Where improvements are required in practices and processes across the Network this will become a priority if effectiveness and efficiency are to be improved.

Work is to extract learning from individual past evaluation reports is now complete and these are available for all Network users on the intranet.  SE would like to stimulate a discussion with partners on the evaluation messages and how to address issues raised in a prioritised partnership approach.  SE continues to pursue new initiatives to improve complementary and co-ordinated approaches and allow strategic learning and innovation to be recognised, and this includes the work underway on new Network evaluation guidance material.  This guidance material will set out the new approach and priorities in context of the virtuous strategic learning performance cycle and will have an important role in establishing a positive 'evaluation as learning' culture throughout the organisation.  These guidelines will have clear requirements for evaluation reporting procedures to ensure that information is captured efficiently, effectively and in comparable formats across the Network.

Discussion on the strategic issues raised in the summaries will continue.  This is important if SE is to become a learning organisation that can act on the learning and innovation recognised through evaluation evidence.  This is a continuous process but the time available to recognise learning and act in a strategic manner is shortening as the pace of economic and political change accelerates.  This may require the Network to focus further on strategic evaluations and take clear decisions on project and programme prioritisation based on the evidence of contribution to delivery of strategy.

Examples of strategic learning

This section presents a examples of evaluations that have contributed to Scottish Enterprise strategic thinking and led to changes in the operation, design or development of programmes.  These are drawn from the summaries of evaluations now on the SE Network intranet as a resource for all staff.

The examples are grouped by broad activity.

1.1 Business development

The Small Business Loan Scheme assisted small companies in accessing for the first time longer term finance at fixed rates to reduce perception/actual risk of borrowing. Evaluation findings identified that most of the participating companies were not ‘first time’ long term borrowers. It also identified that the programme had not corrected the market failure of banks’ perception of high risk in lending to smaller companies.

Learning - The programme was discontinued. Changing the banks’ attitude towards lending to smaller businesses requires a different approach.

Evaluations of Graduates into Business Programmes, which provides short-term employment opportunities in SMEs for unemployed graduates, in Renfrewshire, Lanarkshire and Dunbartonshire highlight the increasing effectiveness of this initiative where the graduate is given a project within the participating SME that was part of the overall LEC agreed company development plan.

Learning - LECs now use the Graduates into Business programme as a business development tool, rather than graduate placement initiative.  As employers recognise positive business benefits, success has been achieved in changing SME attitudes towards employing graduates.

Network building processes - The value of Networking is emphasised in a number of evaluations e.g. Futures Programme and Impact of LEC Support on New Ventures, as well as in general research readings on the knowledge economy.  The evaluation of Forthright Innovation (FI) reported that 29% of companies had improved their Networking as a result of using their services.  While this was not a prime objective of FI it was particularly important for these small and start-up technology businesses in trading with large customers.


Learning -  the importance of Networks is recognised and Network building is now a specific and measurable SE objective for 2000 – 2001.
LEC company support design – The response to more complex company requirements was to make LEC programmes broader and include more ‘standard’ elements e.g. exporting, quality, training, management development, etc.  Evaluation of the LDA Business Planning Initiative found companies were confused by this and LECs are now delivering more individually tailored ‘just for you’ support on the basis of an agreed agenda of priorities with the company.


Learning -  increasingly complex and specific needs in companies are being addressed with more flexible and tailored support.  This has impacts on the potentially diverse skills of LEC personnel and on the performance data monitoring and collection systems.  This recognition of specialisation is being designed into the IFSO Leadership Group work for not-for-profit organisations in the Learning Industry and the Third Sector.

Specialisation and company selection criteria – the evaluation of High Growth New Ventures identified the different selection criteria applied across different LECs.  It was found that the value of both the inputs and the outputs from successful high growth interventions were significantly better for high growth than for other businesses.  This work also identified that early interventions accelerate growth – where the ‘right’ choice of company has been made and the timeliness of intervention is appropriate.


Learning- High Growth raised issues on the case for Network standardisation of key or specialist programmes that deliver exceptional outputs from low volume or niche client groups.  This impacts on specialist skills and learning in LECs and how that can be supported.  The IFSO leadership group is addressing this issue and is developing Network guidelines on balancing local and national programmes.

1.2 Business start up

While not an initial objective of the programme, the Networking benefits of programmes such as Catalyst (LEVEL) and the Renfrewshire Small Business Start Up Programme (which both provide advice and assistance to entrepreneurs and new businesses) were amongst the most highly valued outputs.  The participants benefited from peer group learning in ways that helped build their confidence.

Learning - The emphasis on Networking aspects when developing new programmes has increased.  Networking is now included specifically as a performance measure in many business development activities.

Evaluation of business start-up programmes in Renfrewshire and Dunbartonshire identified the need for a less concentrated aftercare support and more demand for ad hoc and bespoke advisory and mentoring support that would be available over the longer term.  

Learning - Increasingly flexible and reactive services are being designed to replace ‘step by step’ programmes in which all participants are treated the same way.  These may be characterised as increasingly ‘listening and responding to’ rather than ‘talking at’ participants.

Scottish Enterprise Forth Valley’s High Growth Small Company Initiative, which provides a range of financial assistance and advice to potential high growth companies, and the Prince’s Scottish Youth Business Trust  (PSYBT) evaluations, both recognised that LECs were not good enough at identifying potential fast growth companies early enough and making specialist support available quickly.

Learning - SE conducted a cross-LEC evaluation of a range of high growth support programmes to better understand processes used to identify high growth companies. As a result more specialist inputs are being applied across the Scottish Enterprise Network to help these organisations accelerate growth.

The value of mentoring and Networking support are identified in Lanarkshire’s Women into the Network Programme, which promotes Networking among and advice for women entrepreneurs. The evaluation reported significant positive changes in participants’ attitudes and actions towards setting up a business.

Learning - This programme is seen as a potential best practice model for use across the SE Network.  The evaluation also identified a need for more effective measures that reflect how participants’ attitudes change as a result of involvement with the programme.

The potential impact of the internet and e-commerce on companies activities was noted in the evaluation of the Scottish Business Shop Network.  Users of the Business Shop Network suggested potential for the Business Shops to provide advice and guidance on how to use and exploit the e-commerce opportunities.

Learning - These findings are being considered as part of the development of new SE Business Gateway concept.

Developing appropriate evaluation tools – A Study on the Impact of LEC Support for New Ventures set out a case study approach to a cohort of companies from 1993 to 1998.  The purpose was to explore the subtleties of the relationship between new start companies and their LEC at critical junctures of the development process.  The work identified that conventional evaluation does not capture the full impact of LEC support, and that important opportunities were not identified e.g. 50% of the sample had the potential to be world class niche players and that their informal Networking has a version of the cluster effect.

Learning – Scottish Enterprise Planning and Evaluation team are designing and implementing ‘softer’ and more qualitative evaluation tools that capture more of the complexity of a company development process, and explain more fully where and how SE or LEC intervention has an impact on correcting market failure.

Focus on outputs rather than activity – A number of programme evaluations suggest success where programme throughput targets have been achieved.  For example, Fit for Business, delivered by the enterprise trusts in Dunbartonshire for companies with less than 20 employees identified that a high proportion undertake the ‘Health Check’, but do not proceed with any actions that would improve business performance.


Learning – The importance of meeting activity targets can exceed the value placed on programme outputs and impacts in addressing market failure.  This has been recognised in changes in SE planning processes and will be cascaded down to contactor organisations including Enterprise Trusts.

1.3 Learning

Learning and leadership – Evaluations of new company development initiatives, including the Futures Programme and the Forth Valley Learning Journey, identified significant impacts on broadening management attitudes and thinking.  There was evidence of this in some of the companies that undertook either significant or radical changes in behaviour, and in the benefits of peer Networking that boosted confidence in their own leadership and decision making skills.


Learning – Those companies that changed most characterised by the individual qualities of the leader  in being willing to take the programme learning forward, engage their management team and drive through change.  Participation on these programmes should be targeted at those with the drive to take advantage of the learning process as a ‘trigger’ to action.  This suggests a selection process that will exclude some ‘usual suspect’ client companies but will accelerate group Networking with other IFSO businesses.

Sustainable impacts through management learning – Studies in, for example, exporting have identified that the programme intervention may not be correcting the perceived market failure i.e. management competence and skills.  This raises questions on the sustainability of the impacts on business performance and whether management attitudes have changed positively as a result of the programme experience.  Further evidence of poor skill’s transfer and learning includes the LDA Business Planning Initiative where only 28% of companies could identify a skill transfer from their consultancy project.  The Fit for Business programme in Dunbartonshire reported only 9%.

Learning – All Network funded consultancy projects have the potential for skill transfer and learning in the client organisation.  These projects should have defined and assessable skills ‘packages’ to be transferred as part of the project.  This should be set out in the LEC brief as reportable outputs from the project.  Similarly, learning from evaluations will be an output required in future consultancy briefs ensuring the SE Network captures the knowledge created and gathered by the contractors.

1.4 Exporting

Scottish Enterprise Renfrewshire’s Exhibition Support Programme provided financial assistance to companies exhibiting at trade fairs. The evaluation found that many companies participated in this programme without accessing other forms of business support which were available.  It also found that there was considerable deadweight amongst the participating companies (i.e. most would have exhibited at the fairs without financial support).

Learning - There is now a recognition that exporting should be dealt with as part of overall company development (i.e. in addition to other programmes) and this programme is now better linked with other business support activities.  Better company appraisal now filters out potential deadweight participants.

The Atlanta Initiative provided advice and assistance to Borders companies wishing to increase export activity in North America. Evaluation findings revealed a breakdown in communication between Scottish Enterprise Borders and Scottish Trade International (STI).  This resulted in limited participation in the programme by other LECs, resulting in low company involvement and low outputs.  This programme was terminated as a result of the evaluation.

Learning - There should have been greater communication between STI and participating LECs. STI have a depth of knowledge and skills in this area which could have contributed to a more effectively designed programme.

The STI Tailored Market Research Programme provided detailed information about export markets targeted by participating companies. The evaluation revealed relatively low programme impacts as many companies had an inadequate or no export strategy in place to follow up on the initial market research.

Learning - The introduction of a more rigorous company appraisal and screening system resulted in clients having a clearer view of their strategic rationale for exporting before starting detailed market research work.

Scottish Enterprise Forth Valley’s Company Growth Initiative links exporting with other business development activities and programmes such as quality management and training. The evaluation recognises this as an example of good practice process whereby exporting is viewed as part of the overall development of the business. 

Learning - This programme is promoted as an example of good practice within the SE Network.

1.5  Inward investment

The Invest in Fife Initiative offers a “one-stop” service to attract and assist mobile investment in Fife.  The evaluation highlighted how aftercare activities for mobile investors have been used to build a relationship and trust with client companies. This has enabled Scottish Enterprise Fife and other partners to promote involvement in other activities (e.g. inclusion) more easily than would have been the case.

Learning - The potential to use aftercare as a platform from which other activities can be developed is an exemplar and demonstrates how a trust-based relationship can yield other indirect economic development benefits.

1.6 Youth training

Evaluation of Fife’s Skillseekers Special Training Needs (STN) programme identified positive changes in employer attitude towards STN clients as an important outcome, due in part to more intensive contact with the trainees.

Learning - As the numbers of Skillseekers are forecast to decrease the proportion of the total with special training needs will rise. This client group generally requires intensive training.  This raises issues of the types and appropriateness of training providers used in this programme - and whether the nature of current output related funding (e.g. SVQ, entering employment) is appropriate for this more difficult client group.

1.7 Competitive place

The evaluation of the Royal Mile Improvements Programme emphasised the importance of appraisal and baseline work before a project is carried out if effective post-project measures are to be achieved and outcomes are to be measured.

Learning - Pre-project research is an increasingly important part in the appraisal of major urban improvement projects.

The Newtongrange Town Development evaluation highlighted the complexities involved in a multi-faceted town development project and attempted to analyse the inter-relationships between the activities and how they reinforce and leverage overall outputs.

Learning - This project was a model from which evaluation tools were further developed jointly by SE and LEEL for this type of initiative, and these now form part of the SE Network toolkit

1.8 Inclusion

Scottish Enterprise Forth Valley’s Out of School Childcare Initiative provides affordable, local childcare for pre-school age and school age children in deprived areas. The evaluation identified the project as successful in terms of removing barriers (affordable childcare) to employment with half of the participants taking up full-time employment or training.

Learning - This project demonstrates the benefits of tackling a barrier to training and employment for a difficult client group. This has been a stimulus for further research in this area.

The evaluation of the national TEGS programme, which provides employers with subsidies to recruit long term unemployed people, identified positive changes in employer attitudes towards recruiting the long term unemployed.  The report recognised that while there is high displacement (members of other labour market groups e.g. short term unemployed did not get jobs as a result), the outcomes are sustainable for TEGs clients.

Learning - This report raises the issue about trading off short-term displacement against the sustainability of outcomes for a client group that is particularly difficult to draw back into employment.  This is becoming an increasingly important question where, given declining unemployment, the ‘rump’ of long term unemployed present more complex challenges

The Routes to Employment project in Forth Valley provides guidance and advice to unemployed people from economically disadvantaged areas. The evaluation found that the target client group, those unemployed for more than two years, were difficult to access and were not attracted to the High Street location of the project and that use of personal contacts and word of mouth were more successful. In addition, the evaluation recognised that changing employer attitudes should not be one of the project’s objectives as staffs’ core competencies are in working with the client group rather than employers.

Learning - This evaluation demonstrates the importance of how to use Networks and personal contacts to access a difficult client group, and that these are more effective than a higher public profile location.  

Conclusions and recommendations for next steps

Previous sections focused on the learning content and how that might be used to improve operations and drive up performance in achieving KRAs.  In this section we focus on the evaluation process and consider developments that will improve the benefits of evaluation to the SE Network as a whole.  It should be noted that these points critique the failure of current evaluation processes to yield learning for the Network.  This project did not address either the qualitative aspects of evaluation for public accountability or the way it is used by those commissioning it to improve their specific programme.

1.9 Changing strategic context

Evaluation processes look backwards at how a programme performed against its design objectives ie the past.  However, the pace of change is making that limited performance information less valuable in informing future strategy.  In a faster moving economy a programme design may have a very short shelf life, hence minor improvements may not be relevant in the changing market context.  Current 'looking back' processes appear to asked questions without cognisance of changes in the marketplace that may have occurred over the life of that programme.  While technically appropriate for accountability, it views programmes in static 'time slices' rather than as part of a continuum.  Asking questions about the past, without thinking about the present and future implications, is self-limiting and will produce little or no thinking for future design or policy making.

At this time Network evaluation processes do not build 'serial' knowledge ie each element adding to the previous.  Rather they operate in 'parallel' at different times using different methods and make limited opportunity to cross connect.  The cumulative impact of these two approaches is very different.  The Network is currently using the low outcome option.

1.10 Market failure

Many of the evaluations reviewed devote little time to addressing the market failure that the programme was designed to address and do not offer comment on whether real impact has been achieved.  There is a consistent focus on the efficiency of the programme ie 'the tool’ rather than the efficacy with which it addressed the 'problem' it was designed to address.  This is seen in the emphasis on the inputs and outputs with little opportunity taken to analyse and add value on the processes.

There is limited reference to understanding what might be causing the market failure ie the underlying problem and, thereby, offering insight on how programmes should be reconfigured or dropped.  There is an important opportunity for the SE Network to significantly reinforce its project appraisal processes to make:

a) better use of past learnings in testing the core assumptions about the market  failures;

b) more rigorous testing of programme design

c) sure that operational efficiencies, and inefficiencies, drawn from previous programmes are incorporated in ways that improve.

1.11 Capturing knowledge asset value

Many of the evaluations reviewed contain examples of good practice that would be valuable to circulate more widely for use in project design and appraisal processes.  However, these points are often buried in the detail of reports as an incidental issue that the author found interesting.  Evaluation briefs do no specifically ask for good practice to be identified and reported; they should.

The Network evaluation library system does not appear to work and a large numbers of evaluations, some of them significant, conducted by LECs are never collated centrally.  It seems probable that Bothwell Street is not aware of a lot of the activity taking place in LECS.  Some of these projects are small but at the edge of new programme ideas and practice, for example, in inclusion and the social economy.  A significant amount of knowledge created across the Network is therefore never available for re-use; this is not helpful.

A related point is the degree of fragmentation and duplication of evaluation work e.g. several Graduate into Business programmes have been evaluated in different places, at different times, using different processes.  The lack of cross reference is a barrier to learning transfer and a lost opportunity for continuous improvement.

A result of fragmentation is that the learning is not synthesised to enable coherent and robust suggestions for improvement.  It should be noted that even if the material was brought together physically there is currently no-one in the SE organisation with a remit to review and extract knowledge in ways that can be re-circulated to add value.  It is probable that the SE Network pays a high opportunity cost for this failure in its knowledge building systems.

Good practice opportunities

There are three important questions that the Network should address on good practice and knowledge building from evaluation.  They are how should the learning be:

a) captured and collated;

b) synthesised and made available;

c) re-used:

· operationally

· strategically

SE needs to become significantly smarter and more rigorous in recognising and using this asset so that the value can be maximised for all users in the organisation and for the organisation as a whole.  This requires a detailed understanding of the organisation's knowledge ‘supply chain’ and where the current failures compromise effectiveness and superior outputs.  This 'supply chain' process is an key process in creating SE's knowledge assets and its value is not currently recognised. 

This is an important knowledge management issue with wide implications for Network performance and effectiveness, currently and in the future.  It is should be recognised that the current systems were not designed for this purpose, hence they do not perform well.  These systems appear to have systemic design failures which will continue to yield very poor value for money and effort until they are redesigned.

1.12 Issues for further development by Scottish Enterprise Network

There are issues for consideration and action if SE is to improve the strategic knowledge yield and value for money from its considerable evaluation spend.  A detailed analysis of these is outwith the scope of this project but the work should at least include consideration of .

a) identifying the optimum balance in evaluation processes between;

· the past – what we know already

· the future – what we need to know

· quantitative - measuring inputs, outputs and accountability

· qualitative - understanding processes and how to improve them

b) clarity why evaluations are actually being conducted and eliminating waste of resources on poorly timed, targeted or designed evaluations.

Co-ordination

This raises a question on whether the Network should see evaluation as of strategic or operational importance.  If is strategic then it should be more strongly prioritised and directed from Bothwell Street as targeted to inform Network priorities.  If it is to remain largely a local programme audit function then local priorities may not need Network co-ordination.  It is clear that a 'third way' is possible but that will require a specific design effort and agreement at the highest levels of Network management.  

Whichever option is adopted any meaningful Bothwell Street role would require processes that ensure the learning is captured and recycled across the Network in ways that it can be used.  As noted above these processes do not exist yet.

1.12.1 Evaluation processes

Changing the evaluation processes raises questions on the levels and types of skills required both within the Network and the evaluation consulting community.  These issues include:

a) there is a requirement for more standardised quantitative processes and presentation within evaluations such that data across projects can by compared and meaningfully.  At the moment this is difficult and a wasteful use of Network personnel time.  In every regard current practice adds unnecessary costs.

b) the Network has not had specifically designed qualitative evaluation processes and these now need to be created, presented and people trained in how to use them.  This is an important issue if any progress is to be made.

The SE Network will also have to brief, and possibly train, its consultant suppliers.  It is reasonable to anticipate some resistance from them, particularly from those whose culture is a highly quantitative approach to evaluation.  However, SE is a significant customer and has exceptional purchasing power with which to influence this group; use it.

Managing the knowledge resource

The issues on storage and access to evaluation information were touched on previously and this will require particular focus and resources if this material is to be accessible and easy to use by a wide range of people.  Restricting access, consciously or unconsciously, physically or technically, is unhelpful, unproductive and expensive.

Maintenance of this knowledge resource will be new task for the Network and requires processes for:

a) strategic high level issue analysis extraction and reporting;

b) operational analysis and programme comparison to provide data for detail design and output improvements.

Making the information available is the first step.  Having people use it widely and effectively is a separate issue and will require guidelines and processes on ‘how to …….’.  

More fundamentally, success requires a culture change inside the SE organisation such that people perceive evaluation as a valuable knowledge building process rather than an audit led and low value pain.  To that extent people need to be:

a) aware these knowledge assets exist;

b) encouraged to use them;

c) encouraged and rewarded to contribute to them.

Creating new attitudes and practice requires that relevant people across the Network are engaged in this as users and advocates of its value.  These need to include:

a) planning and evaluation personnel across the Network;

b) leadership groups and NET;

c) stakeholders, particularly the Scottish Executive.

1.13 Conclusion

The most important finding from this project is that evaluation processes offer important opportunities to learn from yesterday’s experience as well as providing performance and financial accountability.  It also has value in informing future thinking that can significantly improve the Network’s effectiveness by driving up:

a) strategic focus and thinking;

b) programme development;

c) operational performance and efficiencies. 

APPENDIX
KRA Summaries

Goal

Key Result Area

IFSO

Encouraging innovation, research and development

IFSO

Promoting internationalisation

PALE

Helping make learning more accessible to everyone

PALE
Encouraging employers to invest more in the skills of their employees

PALE

Encouraging more people to start their own business

PALE

Providing support for new and small businesses to grow

COMP

Improving quality of life and Scotland’s international image

INCL

Developing the capacity of people

INCL

Removing barriers and restoring access

Goal – IFSO - KRA - Encouraging Innovation, Research and Development

Strategic Context – There has been a shift from programmes that offer 'answers', towards relationships that try to uncover the key 'questions' and this is changing the nature of LEC - company interaction.  As evidenced in the evaluation of Company Development in Tayside, long term relationships, different processes, and superior outputs are deliverable.  The introduction of the IFSO strategic goal, industry cluster strategies and the recognition of behaviours and attitudes as the drivers of sustainably better business performance are accelerating this change.

Markets - Segmentation is less on industry sector and more about the characteristics of a business eg aspiration and drive.  This reflects the personal attitudes of the leaders and their teams.  Evidence lies in the Tayside firms’ willingness to engage LEC personnel in strategic discussions, and report positive differences in performance as a result.  Size has an influence and evidence from the SEO High Growth review suggests that very small firms use lower value LEC inputs, but produce lower outputs than larger, high growth businesses.

Market failure - Failures tackled include company attitudes to the use of intermediaries and long term finance, and evidence from Lanarkshire Business Planning Initiative suggests that managers do not recognise that they have a need.  Organisations also have difficulty in accessing technical information on markets and ‘new’ management thinking in, for example, people management and strategy processes.  There is a broader market failure in Scottish cultural attitudes to entrepreneurship that discourages individual risk taking.  Programme design and evaluations require more specific focus on the market failure targeted.

Macro economic change - Growing numbers of successful high growth companies are exemplars that offer leadership and contribute to changing cultural barriers to entrepreneurship in Scotland.  Many of these businesses are in the knowledge based and technology sectors that are key to Scotland’s future global competitiveness.

Good practice - A number of programmes evidence good practice in:

Focus - Ranking and prioritising in Companies Development in Tayside changed the profile of those assisted and led to a re-focus of resources with better output benefits.

Service - Benchmarking - LEEL conducted a comparison with non-assisted companies in NE England using the information to review and improve their processes and performance.

Specialisation - Addressing high growth businesses as a distinct market segment that benefits from specifically designed interventions that deliver higher relative outputs.  The SEO evaluation of Network programme raises issues about targeting and recruitment of these companies. 

Future focus

 increasing shift from LEC ‘old’ role as a potential source of funds to a higher value, qualitative contribution as a mentor and champion, with proactive assistance that offers innovation, leadership and challenge to firms;

 better relationships with firms may drive higher expectations and technical demands on LEC expertise;

 client management that ensures consistent Network quality and value of services;

 addressing strategic impacts in leaders’ attitudes requires new measurement techniques;

 standardise specialist high growth programmes across the Network on the highest common denominator and identify other areas where this is appropriate;

 recognising the different design issues for learning and third sector organisations;

 ensure a 'ladder' of interventions that enables multiple entry and exit points for firms;

 identify explicit market failure criteria for individual leader and manager skills and attitudes, as well as for the organisation as a whole.
Goal – IFSO - KRA - Promoting Internationalisation

Strategic Context - There has been a move from the operational level objectives of exporting more goods and services, towards seeing internationalisation as a driver of strategic management thinking and business success.  Demanding customers and strong competitors in fast changing global markets drive innovation, change and development in businesses that domestic markets do not.  The web and e-commerce have heightened this awareness.

Markets - The main factors that segment the market are company experience in exporting; active or passive exporting strategies; size of organisation and level of in-house expertise.  An additional dimension eg in the Forth Valley Framework for Partnership is where a company is a LEC key account and receives exporting help as part of a wider strategic assistance package.  Success in all segments will require increasingly tailored and targeted programme design.

Market failure - There are several types of market failure and this emphasises the need for specific definition of the issues tackled in a programme.  The key themes are risk reduction for small or passive exporters, insufficient information eg detailed market analysis, and lack of practical experience eg in overseas exhibitions.  There are also failures in managers ability to use information effectively.  The strategic thinking and management learning aspects of internationalisation and globalisation processes were not previously perceived as market failure issues.  These are now being addressed.

Macro economic change - Exporting initiatives have created processes that identify and remove barriers to exporting and enable increased overseas sales.  These have improved competitiveness and bring a more international perspective to organisations.  There is some evidence from Scotland the Brand to suggest that overseas perceptions of quality products is linked with perceptions of Scotland as a quality place for tourism.

Good practice - A number of programmes evidence good practice in:

Connectivity - Linking exporting activities as a development process rather than a sequence of independent events eg Renfrewshire Enterprise Exhibition Support is connected with other initiatives to take managers learning and try to apply it in further steps in a development process.  There is scope to extend this with eg STI's Tailored Market Research (TMR) support.

Homogeneity of service - STI's TMR uses standard pro-formas and tailored staff training to ensure homogeneity across Scotland.  This also helps filter out low commitment companies through a sequence of 'diagnostic' steps that probe management rationale and commitment.

Ensuring business context - FVE's Framework for Partnership places export objectives within a holistic action plan that drives both export and overall business improvement.

Future focus

 programme shift from 'how to' technical skills eg exhibition planning to include more strategic rationale for international activity ie 'why export and what might this mean';

 connecting activities so that companies step through processes that support progress and give best use of Network resources eg from a LEC to STI;

 exploiting fully STI's technical expertise and engaging that with LEC company processes for maximum performance and sustainable impact on strategic management thinking;

 engage large numbers of low volume and passive exporters in Export Partnerships and Networks that use peer support as part of effective and economic delivery processes;

 increasing focus of multi-organisation programmes around common interests eg clusters;

 high priority on how companies can use e-business and the Web as new and very different routes to export markets.  This will require a range of support from general awareness to individual support in how to use these technologies.

Goal – PALE - KRA – Helping Make Learning More Accessible to Everyone

Strategic Context - Demographic changes, falling unemployment and a growing number of employed status training places has seen a reduction in the numbers of unemployed young people.  While the scale of this client group is diminishing, it is becoming increasingly challenging one to deal with as their individual barriers to learning are relatively higher.  In parallel, while attitudes to learning in many companies have changed, others remain resistant.  The political context shows an increasing focus on learning, training and work as a key route to tackle individual development and counter social exclusion.

Markets - The markets comprise both individuals and organisations, and the task is to match these in ways that minimise the potential for mutually reinforcing market failures.  Increasing the numbers of graduate outputs has seen a rise in the difficulty in obtaining employment.  Many of the companies are in the small business sector with limited experience of training and low awareness of the business benefits of learning and training.  

Market failure - Employers are reluctant to train because they believe benefits accrue to others and they lack knowledge on how the VQ process can address their business needs.  There is also failure in SME attitudes towards the potential value of graduate skills and in their confidence in recruiting those skills.  Trainees face a range of individual barriers to employability including skills, knowledge, motivation and self esteem.

Macro economic change - Companies using eg the Lanarkshire and Renfrewshire Graduate Business programmes report increases in revenues, profits, and investment.  Systems and processes, for example, quality, IT and marketing information improve and enhance business competitiveness.  There have been significant impacts on the training providers, stimulating effectiveness and efficiency in the learning industry in ways that will benefit all of its individual and business customers.  

Good practice - A number of programmes evidence good practice in:

Graduate into Business – the DE programme has been changed to use it as a business development tool with a defined output as well as giving a graduate business experience.  This has changed SME management attitudes towards employing graduates.

Driving Improvement – Working with Skillseekers training providers, LDA has driven up performance ensuring a more effective & efficient Network in Lanarkshire’s learning industry.

Disaffected Young People – the Fife FAST-TRAC Youth Start Project identified a number of key college staff development needs to improve working with this client group and the need to share that learning across partner colleges.

Future focus - 

 The growing complexity of matching a more demanding trainee client group and relatively more resistant employers whilst under pressure to cut per trainee head costs

 Increasing focus on counselling and support processes in STN and disaffected young person trainee groups 

 Ensuring the trainees and employers emerge from a programme with an understanding that it has been one positive step in a longer process of life long learning 
 Continue to target and penetrate the 25% of employers that resist taking on trainees
 Increase Networking and linking between schools, careers and colleges, particularly in dealing with STN and disaffected young people client groups
 Continued LEC intervention as ‘barrier removers’ and brokers with companies in more resistant market segments
 Increasing the focus of Graduates into Business as a business development tool that delivers against part of an agreed strategic business plan
Goal – PALE - KRA – Encouraging employers to invest more in the skills of their employees

Strategic Context - The value of a skilled and knowledgeable workforce is increasingly recognised as critical to improving and maintaining business competitiveness.  The context is now less focused on the individual’s achievement of a qualification, and more towards employers taking a longer term view of the strategic importance of workforce development and using VQ standards as a measure of progress towards that.  For individuals the context is establishing and sustaining employability rather than a job.

Markets – Segmentation may be based on management awareness and commitment to workforce development.  This reflects the critical role of the leader as a ‘gatekeeper’ to encouraging this in organisations.  Company size and industry sector are secondary but significant market segmentations.  The learner status varies by age and employment status, with educational experience and socio-economic background as additional factors.

Market failure - Organisations that do not perceive value in workforce learning and, in some cases, fear the loss by ‘poaching’.  There are failures of management understanding in connecting learning with business competitiveness, and information failures on diagnostic skills, tools and sources of appropriate training.  There is market failure in individual attitudes to the potential benefits of learning for income and employability.

Macro economic change - Establishing a critical mass of action in learning by individuals and organisations drives up personal and organisational competitiveness and productivity.  Increasing volume and sophistication of demand for learning is driving innovation in Scotland’s learning industry to the benefit of the wider economy.

Good practice – A number of programmes evidence good practice in:

Changing attitudes – the LDA Skill Check diagnostic tool made the value of training tangible to managers as a strategic issue, thereby significantly changing their attitudes.

Employer perceptions – The employed status Dunbartonshire Skillseekers programme is perceived by local employers as being more organised and efficient than its predecessor.  It has increased their awareness of VQs and the contribution of learning to competitiveness.

Importance of indirect benefits – while Skills for Small Business (SEO) had low immediate impacts on employment, but it stimulated systematic approaches to HR and learning management in small companies.

Future focus 
 diagnostic tools that give companies specific advice on what learning is required – particularly for small firms where the barriers to change may be high;
 monitoring processes that demonstrate the downstream benefits of training investment;
 activities that have a direct, or indirect, influence on management attitudes to the strategic importance of learning;
 integration of programmes eg from a business or learning diagnostic towards ILAs, SufI and IIP in ways that build the habit of learning;
 how to increase adoption of employed status Skillseekers and Modern Apprenticeships in smaller employers at a manageable cost per company;
 encourage national programme standardisation and efficient administration with improved communications through plain English literature.
Goal – PALE - KRA - Encouraging more people to start their own business

Strategic Context - The context has changed from programmes created to deal with unemployment to those emerging from the SE Business Birth Rate Strategy.  That strategy has benefits in providing a focus for programme design and delivery, and a reference framework for comparing outputs and maximising the reuse of valuable learning experiences.

Markets - Market segmentation in eg age, gender, background and employment status drives increasingly different needs and expectations of programmes.  Client-responsive activity required to drive processes that meet individual needs from a standard platform of programmes.  Positive word of mouth references will compound demand for the same high quality experience for new participants.  Increasingly flexible cross-LEC recruitment and staffing could ensure critical mass on more specialist programmes.  

Market failure - The market segments have different characteristics of failure and client need, eg, the different barriers to start-up for unemployed or employed people.  Programmes must address this in design, targeting and output measurement.  Qualitative findings in Renfrewshire First Business programmes suggest that sustainable changes in attitudes are being achieved, and that programmes should have more measures on this and other 'soft' aspects of market failure.  There is evidence of changing attitudes in intermediaries eg bank lending in Renfrewshire.  However, this may be their response to 'pre-qualified’ funding plans where lenders see the programmes as a risk discounting process and have not changed their underlying attitudes to new venture support.  Further evidence is required.

Macro economic change - Programme evaluations eg RE First Business and EA Pioneer report significant numbers of participants who would have 'done something anyway'.  Therefore, for some client groups, much of the benefit has come from accelerating a development process, rather than starting the idea for a new business.  

Good practice - A number of programmes evidence good practice in:

Mentoring and Support – Personal mentoring and related support benefits are consistently perceived by participants as the most valuable part of programmes.  Important impacts such as profitability improvement were attributed directly to individual support, including coaching and experiential learning.  Mentoring interventions are accelerating progress in shaping IFSO attitudes within both programme participants and a growing number of the emerging companies.

Networking - Where applied, eg LDA Women into the Network, Networking is a low cost and highly valued contribution to enterprise development.  Changes in attitudes, behaviour and business performance were attributed and this programme identifies Networking as a learnable behaviour.  Networking activity is a 'gap' in other programmes and it would be a valuable post-programme activity as an environment for ongoing peer coaching and mentoring.  This is also a low-cost, arms-length aftercare process from which LECs can benefit.

Future focus

 Increasing understanding of the specific market failure and the needs of diverse client groups in programme design, content, aftercare and connectivity to other initiatives

 Enhanced mentoring as the high impact core of enterprise learning programmes, but recognise the specialised skills needed and how mentors are selected and trained

 Increased Networking in programmes, and as an aftercare mechanism, that builds more connected and 'closed loop' processes and delivers significant cumulative impacts.

Goal PALE - KRA – Providing Support for New and Small Businesses to Grow

Strategic Context - Higher awareness of entrepreneurship and business growth is stimulating new demands from support services.  These demands will increase as the culture change towards entrepreneurship in Scotland continues. The changing profile of need suggests that a ‘standard’ approach could benefit users as a common start point.  Establishing a volume and flow from 'seeding' new businesses, towards significant numbers of high performing businesses, needs a pipeline of interventions that will nurture growth.

Markets - The focus of support services is on relatively young firms, mentoring them through start-up and early growth.  The market is also categorised by organisation size.  At the micro level size is not a good indicator of the sophistication of support needs, particularly in technology based start-ups.  There is also a contrast between local companies that want support delivered from a local source eg Enterprise Trust, and more industry specialised providers eg software that could deliver over a wider area.

Market failure – This includes individual owner or manager confidence, particularly in the early stages of starting a business, and at points when major development opportunities mean a ‘step change’.  Failures also include the need for better skills transfer from counsellors and advisors both internally as a means to building external credibility eg bidding for bank funding.  Market failures include awareness of sources of information eg marketing, funding and the use of advisory services where there are no in-house skills.

Macro economic change - Accelerating the growth and development of Scotland’s micro and  small businesses population increases employment and output, and seeds a wider potential group from which higher growth businesses can emerge.  Growing the numbers of successful enterprises increases the exemplar group that demonstrates real culture change in Scotland.  

Good practice - A number of programmes evidence good practice in:

Key company strategy – the Lanarkshire Enterprise Trust’s Key Company approach delivers higher levels of support and shows a tendency to proceed with development projects that record higher impacts.  Additionally, this has challenged the Trust’s to gear up their business development capabilities to meet the needs of these more demanding companies.

Women in the Network – the LDA programme promoting Networking amongst current and would be women entrepreneurs is perceived highly by the client group.  It also adopts the ‘buddy’ system in recruiting and mentoring new members, and accelerates growth and outputs.

Future focus
 Companies are increasingly using the internet access to information, hence service providers will need to reposition themselves in ways that offer new value to their users;

 Expand the role of company Networking groups to share project ideas and transfer knowledge across more participating companies;

 Shift support for companies away from low value activities eg brochure development to more impactful strategic projects;

 More assertive monitoring of agreed and targeted action plans with companies, not only for measurement, but as a ‘progress chase’ to the firm;

 Increasing emphasis on process consulting and support, even for small firms, and building the skills required in service providers to deliver that effectively;

 Focus on the costs of service delivery, recognising the potential for sharing admin costs.

Comp Place - KRA – Improving Quality of Life and Scotland’s International Image

Strategic Context – The recognition of place competitiveness as a driver and enabler of economic development, not only in terms of business locations, but also for Scotland as a place to live, work or visit.  The intensity of competition is stimulating a more holistic view of the drivers of place competitiveness and what Scotland must do to respond effectively.  Physical improvement may be only the start point for economic development or regeneration objectives, and there is increased blurring of the boundaries between place, business development, learning and inclusion goals in achieving these objectives.

Markets - There is market segmentation from broad projects such as town centre improvements, to smaller scale but highly localised activity eg woodland footpaths.  The shift from environmental improvement towards competitive place includes settlements where declining economic activity challenges communities, they face reduction in services and lack the critical mass and physical attractiveness to be competitive in drawing in individual, business or social investment.

Market failure - Failures include place competitiveness in developing land and property to ensure that existing firms and incoming investors have sites and premises for successful development.  Processes that counter the environmental decline that is unattractive to business growth, housing or retail investment also exhibit failure.  The quality and perceptions of an area, from aspects of local community safety, to the wider issues such as Scotland’s attractiveness to the international conference market also exhibit failure.

Macro economic change - Changes stimulated include further business investment eg in the Edinburgh Royal Mile as a result of the street and traffic improvements.  However this is not the case in all town centre/retail environment improvement projects.  Greater attractiveness to visitors increased their recommendation for additional tourism visits to Scotland.  Improved awareness and facilities extends the tourism season and increases visitor expenditures, for example Edinburgh's Hogmanay events.

Good practice - A number of activities evidence good practice in:

Edinburgh Royal Mile – reported improvements in length of stay, level of spending, likelihood of return and likelihood of recommending Edinburgh to others.

Newtongrange – environmental improvement in the main street has significantly influenced residents shopping expenditure, attributing 60% of the increased spend to this work.  This contribution to reversing an overall trend of dereliction and decline in this community.

Local path Network – the Dunkeld and Birnam Network stimulates a more even spread of tourism spend and 36% of local retailers reported increasing their hours or weeks of opening per annum.

International conferences – 92% of International Rotary delegates knew little or nothing about Scotland as a business location, but 47% visited the Business Centre in the SECC during the convention.

Future focus - 

 assessing behavioural impacts of environmental improvements within a larger city context eg Royal Exchange Square as a component of a competitive Glasgow

 realisation of impacts within the timescales of the evaluation.  Ensuring attribution requires robust baseline data

 engaging local people in local initiatives eg woodlands, and ensuring post-implementation strategies that develop cumulative impacts

 techniques for assessing the impact of partnership working beyond the initial project, and then using that ‘soft’ process asset for additional benefits

Goal Inclusive Economy - KRA – Developing the Capacity of People

Strategic Context - The improvement in the economy and the drop in unemployment is taking up the slack in the labour market.  This leaves a more difficult to tackle ‘rump’ of predominantly longer term unemployed males.  The increasingly flexible labour market is also changing the structure of job opportunities and this is often to the disadvantage of the unemployed.  The priorities for government policy are clear and these are reflected in the SE Inclusive Economy, and Learning and Enterprise Goals.

Markets - Declining unemployment is segmenting the market.  Young male unemployed are a reducing proportion, and the percentage of short term unemployment in the total is rising.  Pockets of long term, male unemployment remain often in geographic concentration.  There are also regional differences eg in the SEO TEGs evaluation the deadweight percentages across LECs ranged from 7% to 94%.

Market failure - A number of failures in the labour market are addressed.  Individual’s low confidence, and competence in core skills or in vocational skills are also failures.  The capabilities of target groups are not being recognised in the labour market because employers do not perceive that they have appropriate skills and competencies are available within the client group eg the long term unemployed.

Macro economic change - Employers in the Ayrshire Adult Training evaluation noted that recruitment of ex-TfW and TEGs trainees are positively influenced by the trainees experience of the programme.  One third of employers recruiting TfW said that their decision had been positively influenced by participation in TfW and this appears to be changing employer attitudes to this client group.  Significant local variations in labour markets suggest the need for greater focus of programmes to the local market needs and for more working with local employers.

Good practice - A number of programmes valuable evidence of good practice in:

Employability – 50% of Ayrshire employers felt that TfW made a significant difference to the employability of trainees and their likelihood of recruiting from that group.

Positive attitudes – 90% of 18-24 year olds in the Lanarkshire Skillseekers evaluation reported being better off in work that in benefit.

Strategic direction – The SEO evaluation identifies where TEGs is used as a business development tool rather than a labour market programme it reflected positively in job creation effects.

Future focus - A number of programmes evidence good practice in:

 Addressing the specific needs of smaller groups within the unemployed trainee clients:

o women completing the programmes are significantly more likely to find work than men

o three month post-programme employment rates for short term unemployed were half that of the long term unemployed

 Declining resources per trainee within an increasingly difficult client group where demands for relatively costly counselling support will be higher

 TfW should engage more modern issues eg dealing with workless households

 Recognising individual’s unwillingness to travel to work outwith the local area hence building new attitudes, as well as competencies, is important

 Greater emphasis on TfW as an inclusion programme will require more guidance and pre-vocational training work

 Effectiveness measures require more long term tracking of trainees

 Increasing the proportion of work-based placements produces better overall outputs

Inclusive Economy - KRA – Removing Barriers and Restoring Access

Strategic Context – Government policy on inclusion drives the context for this work.  Policies such as New Deal and Welfare to Work address individual barriers and capabilities, and are designed as routes towards employability.  The holistic approach of area initiatives is of growing relevance for rural areas where change in agriculture is accelerating economic decline.  The dispersed nature of these communities demands different approaches than for concentrated urban areas.

Markets – Individuals and communities in pockets of decline or deprivation in Scotland.  These include areas with experience of closures, and increasingly parts of rural Scotland, where settlements based around traditional and primary industries have lost their economic rationale.

Market failure - Failures in individual capacities to overcome barriers to employment.  Communities suffering long term decline, particularly as a result of industrial change.  Rural areas where small communities lack a critical mass of population from which to build economic demand for services.  The failure of local service providers, eg transport, out of school care and locally delivered training for local employment opportunities.  

Macro economic change - The growing unattractiveness of particular locations as a place to live, work or locate a business establishes and accelerates a cycle of decline.  Individuals’ poor perceptions of an area and its future drive a cycle of pessimism, low self confidence and esteem.  This is reflected in high unemployment, low business start-up rates, low investment and poor place competitiveness. 

Good practice - A number of programmes evidence good practice in:

Out of School Care for Children – The Forth Valley evaluation identifies this programme as better value for money than TfW as well as bringing high impacts on social well being and child development.

Engaging the community – LDA’s Douglas Valley work highlights not focusing on presentations to the community or engaging people more deeply within specific projects that make a difference at the local level.

Future focus 

 Close working with local employers that build relationships between the training delivered and local employment opportunities

 Removing job creation targets within initiatives, focusing on access and training activities that lower the barriers to participation

 Clarity of specific target groups and the perceived market failure eg young and long term unemployed, and how they will be addressed within the initiative 

 Stimulating demand for out-of-school places before the project starts to ensure high utilisation at the point of launch

 Increasing exchange of information that improves awareness of the range of services within an initiative and increase the volumes of cross-referrals

 Focus on projects that build community ownership, particularly where participation may be essential for sustainability eg child care

 Innovative and entrepreneurial use of community business to deliver services such as transport in rural areas
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