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Executive Summary

E.1  Background

This report presents an evaluation of the Commercial Breakthrough Service (CBS) that was completed during summer 2011.

The CBS has been delivered through a two phase pilot and engaged a total of 27 firms (3 of whom had yet to start at the time of interview).  It was initially targeted at SE’s ‘pipeline’ firms (non-Account Managed). Ten of the firms now have an Account Manager.

The CBS aims to address the observed weakness in sales and marketing skills amongst technology based firms and specialist service companies in Scotland. The Service is structured around two stages, the first being a Diagnostic that identifies the issues the firm needs to address and the second is an Action Plan that identifies how the firm can address these issues. The firm is helped to embed robust processes to grow sales through the input of consultants during the Action Planning stage. Firms must have a product they wish to sell prior to being accepted to participate on the Service. 

The Service is presently delivered by three consultants: Conduit Partners; Mainstay Innovation Ltd; and Planys Consultants.
An evaluation was completed at the end of the first phase of implementation (2009) and in advance of the preparation of a Gate 5 approval paper. It found that there was a discernable impact identified by firms but that the balance of future impacts was the more significant. It was agreed that the pilot should be continued to a second phase.
Our survey sample for the evaluation engaged 12 firms (out of an effective population of 17 – some firms had participated on SE funded reviews within the previous six months and therefore could not be included in our sample).

E.2  Rationale

The rationale for CBS is to address the market failure relating to sales and marketing that the target firms exhibited. The target firms’ staff are recognised as having strong technical competencies but are lacking in their understanding and their ability to market and sell their products.  They tend to underestimate the benefits of sales and marketing investment and to overestimate the cost.

Assuming that the CBS sample is representative of the population of small technology firms in Scotland, our findings would confirm that this group does not naturally embrace sales-related activity and therefore, the original rationale would appear to remain valid.

E.3  The strategic fit of CBS

The CBS contributes mostly to the Supportive Business Environment priority of the Government Economic Strategy with its focus on improving performance, internationalisation and innovation. The CBS also supports the Scottish Enterprise Business Plan through helping firms increase their levels of commercial exploitation of their investment in research and innovation.  

There is no indication that CBS competes with other aspects of business support.  We understand that the core design of CBS is being used to inform a New Product Introduction product by Scottish Enterprise

E.4  Linkages & Dependencies

The CBS complements other activities supported by Account Managers.  In those cases where a firm has an Account Manager, enhanced value could be obtained by having the Account Manager attend the final review meeting in particular (on completion of the Action Plan). 

E.5  Marketing & Promotion

As this was a pilot, the product could not be actively marketed to firms by SE.  Their engagement was the result of being known to SE and they were selected on the basis of the potential benefit they might derive subject to meeting a set of predefined eligibility criteria. 

E.6  Critical Success Factors of CBS

There were three success factors that the firms identified for CBS.  These were:

· The strong sales competencies of the consultants

· The commercial expertise of the consultants

· The consultants’ ability to provide informed challenge and objectivity.

In addition, for the projects to be successful, we noted that firms had to truly ‘buy-in’ to the actions being proposed and, critically, had to have the capacity and financial resources to act upon the recommendations made.

E.7 Project Performance & Impacts

Scottish Enterprise invested a total of £360k in the two phases of the pilot with £49k of this being spent on documenting the CBS process and undertaking the evaluation. Thus a total of £320k was spent directly on firms (£200k of which was spent in the first phase).   This generated a total of £238k of net GVA to date and firms indicated a further £1.8M could be generated in future.  Thus the return to SE is 5.6:1 which compares well with SE Enabling Technology Project case impacts (where the central case impact is 4.5:1).

E.8  Other benefits

Feedback from firms suggests that CBS helped them: to recognise that they did not have the skills necessary to sell their product effectively; to recognise that they did not have a structured/strategic view of how to approach the selling process; to gain the confidence to embrace selling; to recognise that their sales projections were overly ambitious where appropriate; and to gain an insight into how to identify and target likely buyers.

E.9  Conclusions

The rationale appears to be valid and the market failure remains.  The return on SE’s expenditure is above the central case average for the Enabling Technology Project support and satisfaction is high amongst the target firms. There is likely to be merit in reviewing the targeting of the Service at firms that exhibit growth and who also have the resources available to implement their Action Plans. 

1 Introduction

1.1 Introduction

This final report presents the findings of an evaluation of the Commercial Breakthrough Service (CBS).  The CBS was delivered as a two-phase pilot, with the first phase being implemented in 2008/09 and the second phase being delivered, albeit in slightly different form, in 2010.  A total of 27 firms have been engaged thus far, with 24 of these having commenced on the Service (three were waiting to start at the time of the evaluation).  Full details of the engagement of firms are provided in Section 2. 
1.2 Aims of evaluation

The ITT specifies the project objectives for the review of the service, namely to assess:

· The strategic rationale
· The strategic fit
· The contribution to the equity and equality agenda
· Linkages and dependencies 

· How the support has been delivered

· The quality and appropriateness of the management information available

· The relative performance of the project

· Benefits deriving from the project that are a result of SE’s support

· Economic Impact Assessment

· Learning points for SE.
Our evaluation methodology was designed to capture this information.

1.3 Methodology 

The methodology comprised four main elements:

· Background research

· Consultations

· Scottish Enterprise (6)

· Delivery Agents (3)

· Survey

· 12 participating firms

· Analysis & Reporting

Of the total of 27, twelve firms were supported through the first phase of the pilot. The distribution of all of the participants is as follows:
· About to start – 3

· Stopped after Diagnostic – 6

· Stopped during implementation of Action Plan – 4 (typical implementation of 6 months)

· On-going participants (not yet complete) - 6

· Fully complete – 8.

The sample size was influenced by the number of firms available to interview.  Of the 27 firms that have been engaged:

· Three had yet to formally engage with the Service
· Two were excluded at the suggestion of the SE Account Manager
· Five had participated on other evaluation reviews within the previous six months and were therefore excluded by SE from this exercise (to avoid survey fatigue).

This gave an effective population size of 17. Thus our sample of 12 equates to 71% of the available firms.

1.4 What is Commercial Breakthrough Service

The Commercial Breakthrough Service evolved from two earlier interventions that were designed to assist technology based firms, namely the Marketing Attack Plan
 (a nine week intensive programme designed to enable firms to develop robust marketing plans) and Breakthrough Barriers, which was similar in format to CBS although only covered the diagnostic and action plan.  Although not a formal programme, there was a third driver underpinning the creation of the CBS, namely the observed failure by technology based firms, that received grant support for product development, to commercialise their product successfully.  Anecdotal feedback suggests that a review of projects showed a persistent underperformance.  Technology firms simply did not know how to undertake product sales effectively (this is explored more fully in section 2.1).

The CBS comprises two distinct stages:

· A Diagnostic – where the consultant reviews the firm’s product with the management team, its positioning relative to the firm’s overall business and crucially, its capability to achieve future commercial success. This analysis is used to develop an Action Plan which is completed on the assumption that either side can withdraw if they don’t agree with the course of implementation being proposed.

· An Action Plan – structured around a set of key issues agreed with and by the firm and ranked according to importance and ‘distance to travel’.  The CBS is of one year’s duration (3 months for the Diagnostic and 9 months for the Action Plan), with quarterly review meetings that use a traffic light coding to rank the importance of an issue and the progress made against its implementation.
The Service was targeted at what was termed SE’s ‘pipeline’ companies i.e. firms that were not account managed by SE. Not every firm is eligible for CBS within this group as they must fulfil the following eligibility criteria:
· Management – Ambitious, able and willing to act upon advice to grow their business.  Willing to sign a “contract” outlining the terms and conditions of the CBS service. 

· Status – At the go-to-market stage with an existing technology product (Telecom, ICT and/or Software).

· Customer Market – Potential for national and international sales, marketing and delivery.  Willing and with the potential to distribute to the Global Market.

· Size – Less than 50 employees

· Type of Ownership – Limited Company or equivalent

· Revenue Range – With this intervention, potential to reach an additional £1M additional turnover within 3 years.

· Registered office – within SE East region (Fife, Forth Valley and Edinburgh & Lothian)

A sum of £249,000 (including VAT) was allocated by SE in April 2007 to support the first phase pilot to deliver against the approved business case. The firms were selected to be within SE’s East region with implementation taking place in 2008/09. The investment by SE included a figure of approximately £49,000 that would be used to pay to document the CBS process so that it could be replicated by SE elsewhere.  This was delivered by Mainstay Consultants during the first phase of the pilot.  Mainstay also undertook a Gate 5 evaluation of the first phase delivery and the firm became the third consulting provider for the second phase after a full competitive tender process (along with Planys and Conduit Partners).  Further spending (£61,862) has been made by SE to cover the second phase implementation of the pilot bringing the total spend to date to £359,862.
1.5 Report structure

The ITT set out clearly a range of questions that were to be addressed through undertaking the review.  The following chapter addresses these questions and is supported by the data in Appendix A which includes a summary of the Survey Findings.

2 Study findings

2.1 Strategic Rationale 

2.1.1 What is the nature of the rationale for intervention that the project addresses?

The rationale underpinning the CBS is that sales performance, as measured by sales revenue/booked sales, amongst technology firms in Scotland have been and remain weak.  The Service was designed to support firms with a commitment to grow, who had a product that was ready for market and who had sufficient resources available to support the market introduction.
Market failure occurs when markets fail to deliver an optimal allocation of resources to allow economic and social welfare to be maximised, leading to a loss of economic efficiency. It exists where the competitive outcomes of free market activity are not efficient from the point of view of the economy as a whole.  

In the case of sales and marketing activity, this could cover a lack of information which companies can use to make the right decisions, false perceptions of the costs and benefits of formal development, and a lack of skills on which to deliver effective sales and marketing activities.  While it is self evident that all businesses need to sell, the issues in this area are around effective and efficient selling as well as the embedding of best practice (rather than ad hoc or piecemeal approaches).  For the firms that participated on CBS, this failure was pronounced as their staff had strong technical competencies but were lacking in their understanding and abilities to market and sell their products.

The failure is therefore on the demand side – i.e. in businesses directly.  The main market failures affecting the sales and marketing field, that lead to sub optimal behaviours and outcomes, are centred on imperfect information – there are issues with lack of information in businesses that constrain decision making and effective actions around sales and marketing practice.

In relation to imperfect information the main failures are centred on:

· The lack of information in relation to sales and marketing causes firms to underestimate the benefits of the activity and overestimate the costs (particularly around international sales and marketing) leading to sub optimal approaches

· The lack of information allows false perceptions to dominate (in which costs are overestimated and returns under estimated)

· Businesses cannot readily quantify the potential return on investment which makes the activity risky and either limits or fails to optimise activity

· Some companies do not realise they are carrying out sub optimal activities (they don’t realise they could be more effective, structured or efficient in sales and marketing activities).

This is highlighted by research completed on companies in the East of England
 which suggested a number of areas of imperfect information along the lines of those outline above, including:

· SMEs lacked the resources needed to capture information, effectively use data and develop management information systems (essentially showing the core information was not being collected)

· SMEs had not recorded and assessed their efforts (they hadn’t gathered evidence of effectiveness)

· SMEs are frequently reliant on single sources of information (suggesting full information does not exist or at least that the companies are not aware of it)

· Just 38% of the respondents had conducted a study on their markets, customers or competitors in the previous month before the research study (showing best practice activity was lacking)

· Just 29% of companies believed that they used information effectively (showing they don’t have confidence that they are using the limited information effectively)

· Just 39% of respondents considered the potential size or profitability of different customers, segments, products and orders (again showing limited penetration of best practice approaches)

· 20% of companies employed no marketing planning at all (again showing the limited penetration of best practice)

· Less than half (43%) of the businesses made more than a tentative effort to develop different plans for different parts of their market place (showing broad brush approaches are used by businesses rather than tailored solutions).

This is likely to be the main barrier to optimal sales and marketing activity, though it is not possible to quantify the scale of the barrier.  However, the failures would appear to be realistic and remain prevalent, especially amongst indigenous technology firms.

2.1.2 To what extent does this rationale for intervention still exist and what impact is it having? 

Evidence suggests that the lack of selling skills is a structural weakness in the economy that will take some time to address. It was recognised by the former International Advisory Board to SE which recommended that SE take action to address the issue by supporting indigenous firms.

Our survey of participants suggests that it remains a real challenge for the firms that engaged with CBS (as shown in Table 2.1 below).  All of the firms cited it as being a weakness, not just in terms of available skills in-house, but also in terms of the culture within the firm.  If the CBS sample is representative of the population of small technology firms in Scotland, this group does not naturally embrace sales-related activity.  Specifically, the surveyed firms noted that they prefer to focus on addressing technology problems and we understand from SE that the ICT TAG has also highlighted these problems. 

	Table  2.1 – At the outset why did you need CBS?

	Answer Options
	Response Percent
	Response Count

	Inexperienced technology start up
	8%
	1

	Lack of sales and marketing skills
	83%
	10

	Lack of skills in managing commercial risk 
	0%
	0

	Inability to buy in specialist support
	0%
	0

	Lack of skills in taking a product to market
	8%
	1


Furthermore, wider research on technology companies in Scotland
 reinforces this view suggesting that in the early stages of technology development only a minority of businesses are actively considering routes to market and as they near the market they cite lack of sales skills and lack of marketing skills as barriers to business performance.  In addition, they tend to focus on sales some way into the development of the technology (as much as 3-4 years on from having the idea they think has potential).
2.1.3 Is there evidence of market adjustment, or continuing evidence of failure?

There has been no evidence of a significant change in the selling capacity amongst Scotland’s SMEs as a whole, although there has been evidence of positive change for the CBS sample.  It might be argued that technology and product based firms may now be more aware of their weakness in sales and commercialisation given its coverage in the business press over the past five years – but there is no evidence of which we are aware suggesting that significant numbers of firms are taking tangible actions to address the issue. 
2.1.4 Is there any evidence of market demand for this type of service?

In terms of take-up, the CBS has attracted a set of firms without any active marketing of the Service. Of the total of 27 firms that have been engaged to date, ten are currently Account Managed (although SE has exited from some of those who have been assigned in the past – this is part of the natural flow in and out of DRM status).

The Rationale suggests that there is a need.  Demand take up suggests that firms may not recognise the need – i.e. ‘they don’t know what they don’t know’, or that they know they need it but don’t anticipate that the action to address the weakness will be sufficiently rewarding.
Feedback from firms suggests that there is a need but we observe that meeting the need is not particularly straightforward.  Timing is critical to success.  If the intervention is delivered too early or too late in the firm’s growth cycle, its effectiveness is reduced – firms with less than 7 employees, and who were not exhibiting active growth at the time of engagement, appear to have struggled to extract full value from the Service. 

We would therefore suggest that the firm must be exhibiting growth or be committed to growing the business imminently.

2.2 Strategic Fit

2.2.1 Fit and contribution to the Government Economic Strategy, SE Business Plan and Sector Delivery Plans
The Government Economic Strategy (GES) has five priorities:

· Learning, Skills and Wellbeing 

· Supportive Business Environment

· Infrastructure, Development and Place

· Effective Government

· Equity.

The CBS contributes mostly to the Supportive Business Environment with its focus on improving performance, internationalisation and innovation. The CBS contribution aims to target the development of strong Scotland-based firms evidenced by high value, product based enterprises that are capable of early export activity.  In this regard, the CBS would appear to fit well with the GES in that it is focusing on maximising the value of Scotland’s technological assets. It is helping firms to grow and is also contributing to (future) export performance. 
The Scottish Enterprise Business Plan covering the period from 2009-2012 is designed to complement the Government Economic Strategy, and in particular the Supportive Business Environment priority.  It recognises the particular challenges presently being faced by firms due to the current adverse economic conditions.  The Business Plan also describes the organisation’s priorities as supporting enterprises, growing innovation and stimulating investment. It is clear from the feedback from CBS cases that the Service complements these activities. 
In terms of the sector delivery plans, our SE consultations suggest that CBS is making a notable contribution to Enabling Technology firms which complements the Enabling Technology Strategy.  We also consider that it has the potential to make a contribution to SE’s innovation-support activities, providing a way can be found to enable small technology firms to maximise their return from the Service.  This is informed by our finding that the smaller firms in our survey appeared to struggle to provide the on-going resources necessary to implement the actions necessary to generate a sustainable sales flow.
2.2.2 Comment on changes to the strategic context and how this has or will impact on SE activity in the project area

The SE Business Plan is clear that there will be a shift in the focus of its activities over the life of the Plan. In particular, in the years preceding the current Business Plan, there was a relatively strong focus by SE on commercialisation as a means of enhancing competitiveness.  This focus has developed with the current Business Plan now focusing on developing and enhancing growth companies coupled with more explicit support for innovation.  Both of these new foci are complementary and are aimed at stimulating more and faster growth amongst Scotland’s firms. It will be seen from the description of the CBS and the feedback from the firms interviewed, that it is a good fit with the revised approach set out in the Plan.

In addition, several of the firms interviewed indicated that their products would be launched internationally and the CBS is therefore assisting firms to internationalise. This again indicates that the CBS is assisting SE to deliver key aspects of its Business Plan.  
2.3 Contribution to the equity and equalities agenda

The CBS does not make a specific contribution to the Equity or Equality agenda.  It is a specialist element of business support that focuses on enhancing the quality and competence of Scotland’s technology firms’ sales techniques.  It does not discriminate in favour or against businesses run by disabled personnel or by gender or sexual orientation – the appraisal is made on the basis of the firm’s potential to derive value from the support and their adherence to the eligibility criteria identified above.

2.4 Linkages and Dependencies 

2.4.1 Linkages and interdependencies with other provisions
Based upon feedback both from the consultants and especially from the firms, there is a clear indication on the positive contribution that can be made through active engagement of Account Managers at key stages of the process.  Note, as phase 1 firms were not Account Managed at the outset but those in phase 2 may have had an Account Manager, this observation relates only to those to whom an Account Manager was allocated during the course of delivery.  Specifically (and only where appropriate) if the firm has an Account Manager, it is ideal if they can attend the first review and the last meeting (around 9 months later) when the Action Plan is signed off.  Where an Account Manager is appointed during the course of the Action Plan’s delivery, then their attendance at the final sign-off meeting would be valuable.
Our consultation with a representative of the Enabling Technologies team indicates that the project is making a contribution to firms in this strategic grouping based on the performance of CBS to date.  As firms from other key sectors can be brought in to CBS, it has the potential to make a contribution to other sector delivery strategies (there is now a life sciences company for example so scope exists for a contribution there as well), though likely on a smaller scale.
2.4.2 What is the source of referrals to the CBS? 
The main source of referrals to CBS was from within SE – either through an Account Manager or some SE representative as outlined in the table below.

	Table  2.2  – How did you hear about CBS?

	Answer Options
	Response Percent
	Response Count

	SE Account Manager
	13%
	1

	SE Other
	88%
	7

	Another firm
	0%
	0


To date, all firms were known to SE at the point of engagement. 

We would note that SE consultees and the three consultants felt that there was capacity to work with more companies at any one time within the Service and more firms could be supported in future if funding was available. We feel that this may be the case but that any possible expansion should only be considered once thought is given to identifying those firms who might generate most value through support. 
2.4.3  How do clients hear about the service and how effective is the marketing of the project (both internal and external)

The feedback from firms was unanimous in this regard.  They learn of the product following approaches from SE. If SE did not approach them, they would not have known of the Service or what it can offer.

Firms suggested therefore that the marketing of the Service could be stronger as shown in Table 2.3 below.  None could comment on the effectiveness of the existing marketing and promotion of the Service as they had not heard of it beyond the limits of the approaches from SE to promote its existence. 
	Table  2.3 – How effective was the marketing of CBS?

	Answer Options
	Response Percent
	Response Count

	Very poor
	0%
	0

	Poor
	8%
	1

	Neither Good nor Poor
	83%
	10

	Good
	8%
	1

	Very Good
	0%
	0


2.4.4 How does it complement/compete with other SE or wider public sector support?

Our consultations would suggest that the Service complements existing provision well. Feedback from firms suggests that it is targeted well – it addresses the key weakness of a lack of selling skills in technology firms. Our SE consultations suggests that it should also contribute to SE’s Enabling Technology Strategy (targeting Advanced Engineering, Devices and Systems, Communications & Networks and Informatics and Computing).

Feedback from the delivery consultants suggests that they feel that the CBS could make a stronger contribution to SE’s business support activities. As mentioned above, and where an Account Manager has been appointed, there is an opportunity to link the CBS outputs more explicitly to the wider Account Management activities being undertaken with the firm.  As mentioned earlier, it would be ideal if the Account Manager could be available to attend two sessions, one where the Diagnostic is signed off and then again on completion of the Action Plan.

Our SE Consultations suggest that CBS does not compete with existing products. Our consultations indicated that there is work underway to develop an SE New Product Introduction product that will build upon some of the learning from CBS, though it is our understanding that this will not compete with CBS.
2.5 Delivery Process 

2.5.1 Review of the project delivery processes and mechanisms – and the extent to which these have differed from those planned

There is a clear difference in the delivery process used in the first phase of the pilot and that used in the second phase.  For the first phase:

· Firms were identified by SE to participate as they were deemed to have met the eligibility criteria
· Firms did not make a direct financial contribute to the cost of their participation (though the phase 1 evaluation found that there was an average in kind contribution of around £44,000 per company)
· All firms commenced at broadly the same time

· Consequently, all firms started and implemented the projects on the same timescale (same start and completion dates) 
· Quarterly Action Plan review meetings were held on the same day allowing consultants to discuss progress and review findings

· Update conference calls were facilitated by SE and deemed to be valuable by some consultants.

· SE funded the Service as a project (100%).

For the second phase, the delivery was altered:

· The Diagnostic was retained as a free of charge element for the firms (essentially representing SE’s due diligence)
· Projects started at different times

· There were no progress conference calls that engaged all consultants simultaneously
· Firms paid a 50% contribution (valued at £7,500) towards the input from the consultants with their Action Plans (we present details on the Leverage investment by firms in Para. 2.9.3)
· The overall duration of one year was retained

· Consultants were expected to maintain the link with Account Managers where appropriate.

Both cohorts appear to have been delivered broadly as planned, albeit there were notable differences in the approach adopted for each group. Given the offer, it appears to have been relatively difficult to attract firms to engage. If the CBS was offered on the open market through a competition or through intermediaries, we anticipate that application rates would be higher.

2.5.2 Assessment of the process to identify and engage with clients and assess their potential to benefit from the service

The Service appears to be very well suited to established, technology-based firms that lack selling skills and that wish to grow. It provides hands-on assistance to firms that effectively shows them how to make sales related actions and this helps them to build confidence and competence within their teams to undertake this type of activity themselves.
2.5.3 Assessment of engagement with SE teams and other relevant partners

Although none of the firms were initially Account Managed, ten firms (37% of the total number of participants) now have an Account Manager.  This is the result of a firm’s positive participation on CBS and a relaxation of the phase 1 selection criteria (that targeted non-Account Managed firms) so that Account Managed companies could be engaged in phase 2.  Where relevant, the companies moving into account management saw this as a positive outcome of their engagement with CBS.  It also appears to be an effective mechanism for SE to ‘screen’ potential candidates for Account Management and to provide enhanced support to account managed companies where relevant.
Feedback from consultants suggests that there is significant merit in having a strong engagement of relevant SE contacts (e.g. SDI for exporting firms).  There appears to be an opportunity for the CBS project manager to identify potential linkages as they arise since the consultants noted that it was often difficult for them to identify the most appropriate SE specialists in every case. 
2.5.4 To what extent has the project management helped successful project delivery?

Project management comprises two forms:

· The management process adopted by SE of CBS and its consultants

· The management of the Action Plan delivery (using the traffic light coding) by consultants.
We consider each of these in turn.

Management of CBS by SE

The Management of phase one of the pilot appears to have been more intensive than for phase two.  The selection criteria appear to be effective in identifying firms with an ambition to grow but lacking the capability to do so.  The CBS support gives them that capability.

The structure and objectiveness of the CBS with go-no-go reviews also allows both SE and the firms to proceed in a constructive manner and to scope out an Action Plan for the firm.  The Diagnostic and Action Plan is also used as a due diligence process on the opportunity.  If all parties agree then the process proceeds and if not there is an exit.  Given that ten firms are now Account Managed their participation on CBS would appear to be effective in filtering firms for more intensive support or directly providing it.

Overall, our view is that the process worked well.  Its strengths comprise: 

· Setting clear deliverables for participating firms at the outset of the Action Plan

· Colour Coding activities according to company capabilities (as this maximises focus by the firm) 

· Regular (quarterly) reviews of progress against the action plan

· GO/NO GO decision point on completion of the Diagnostic of phase 1

· Facilitating non-committal engagement by firms during the Diagnostic

· Screening firms for Account Management support.
Action Plan Management

This element of the process appears to have also operated well, however, its success is viewed more positively by consultants and SE than by firms.  Firms tended to see the review as part of the process – although several commented on the value of regular progress assessments but we suspect that this is of value more widely given the size of the firms engaged.  With this group, urgent issues tend to drive out important issues and this is evident by the feedback from three of the firms that the Service would be better suited to larger enterprises (employing 15+).  This slower progress is reflected in Table 2.4 below and points to the potential to introduce an additional screening criterion, namely and on completion of the Diagnostic, to assess explicitly the capacity of firms to support the activities proposed for the Action Plan throughout the duration of its implementation. 

	Table 2.4 – Implementation Progress

	Approximately, what proportion of the actions set out in the Action Plan, that could have been implemented by now, have you addressed?

	Answer Options
	Response Percent
	Response Count

	100%
	8%
	1

	75%
	17%
	2

	50%
	33%
	4

	25%
	8%
	1

	0%
	33%
	4


2.5.5 What have been the critical success factors associated with the project?

There are a number of factors that emerge as being critical success factors of the Service.  We summarise these below.

Sales competence of the consultants

All of the firms were small, technology companies.  Virtually all were recently formed.  Several commented that they were relatively comfortable in dealing with technical issues – the same could not be said of their sales competencies.  This is the specific area where the consultants appear to add most value.  Feedback from firms suggest that they do not know how ’to do’ selling, thus providing further evidence of an imperfect information rationale for the intervention.
Consultants offer different types of input, ranging from being strongly ‘process’ or workshop based (where the consultant facilitates meetings with the firm to identify what needs to be done) through to being decidedly hands-on where the consultant provides direct input to the firm on the content of their materials or their approach to sales and marketing campaigns.  Hands-on support is highly valued by firms.

Commercial expertise of the consultants

Firms constantly cited this as being a key strength of the consultants’ input. The teams have experience of bringing products to market and can scope accurately the scale of the task.  They can also develop meaningful critical paths and appreciate the lead-time to implement key actions.
Challenge/objectivity

For product-based firms, especially those that have not previously launched a product, their view of the product can be unquestioning. This, coupled with the lack of understanding of the effort required to take the product to market (as discussed above), contributes to the frequent failure of these types of firm to commercialise successfully. Addressing this failure is a core objective of the CBS.

Feedback suggests that objective and informed challenge is extremely valuable.  In one instance, the firm realised that their product’s design was sub-optimal, while in another it led to them reducing their goals for growth as they were initially too optimistic.  Constructive challenge is a key role the consultants can play especially when coupled with advice and input to help firms address the challenges.

2.5.6 What have been the main challenges faced by the project?

The two principal challenges for the CBS appear to have been attracting a sufficient number of firms to engage on the Service and maintaining the momentum of those who do engage (so that they complete the process – with a higher number of drop outs at phase 2 than in phase 1).
Small numbers of participating firms.

There is an issue with the ‘sales channel’ for the Service as in our view there does not  appear to have been one thus far. Firms could not comment on the marketing activity as they had not come across any marketing as such.  This reflects the fact that CBS was a pilot project and therefore could not be marketed actively to firms during this phase.  This feedback from firms is therefore unsurprising and reflects the real constraints faced by SE in engaging companies to participate.
Maintaining momentum during the action plan implementation.  

This was raised by two of the consultants specifically with regard to the firms engaged in the second phase of the pilot.  They noted that firms are now more questioning of the value of the consultants’ inputs given that they are contributing to 50% of the consultants’ costs.  The consultants noted that they occasionally had to spend more time at firms’ quarterly (implementation) meetings reviewing the rationale of the actions being proposed and their role in supporting the firm. As mentioned above, this may be a function of the firms’ size – those engaged tended to be very small.

2.5.7 What could have been done differently?

There are two areas where we feel the approach might have been different, but we recognise that the delivery of the CBS must fall within SE’s wider approach to delivering business support.  The first relates to promoting the CBS where the pilot relied upon internal SE knowledge to identify potential participants.  Had the Service been one of SE’s products that could therefore have been promoted actively as an SE service for which firms could apply, then we anticipate that participation rates might have been much higher.  
Second, there appears to be an opportunity to assess the firms’ commitment to growth, their capacity to resource actions identified by consultants and their current rate of turnover growth prior to their engagement.  This could enhance the extent to which the CBS engages firms that have made the ‘internal’ decision to grow and that fulfil the eligibility criteria set out for their participation.   Effectively, these could be adopted as new and additional eligibility criteria.
2.6 Management Information 

Our review of the management information suggests that it is comprehensive.  The CBS approach of traffic-lighting progress appears to be very effective in keeping the consultants, the firms and SE abreast of progress.  Some firms also commented that the process of formal quarterly reviews was a good discipline.

2.6.1 Review of performance measures and if they have been fit for purpose

The performance measures used to monitor the project’s delivery appear to have operated successfully. The process of regular review meetings between the consultants, SE and the firms allows an accurate assessment of progress to be made. 
2.7 Review of the effectiveness of monitoring activities

The monitoring processes appear to have worked well. The relatively structured approach helped emergent issues to be flagged early.

Consultants noted that the approach of the first phase of the pilot, where all firms started simultaneously and where the Action Plan review meetings were all held on the same day, worked well.  Consultants also valued the regular conference call with SE and other consultants (held fortnightly on the first phase of the pilot). They suggested that both of these contributed positively to the delivery of the Service.

2.8 Project Performance and Benefits Achieved 

A total of £359,862 (including VAT) was allocated by SE between April 2007 and July 2011 to support a pilot Service with ten firms. This investment included a figure of approximately £49,000 that would be used to cover the cost for the consultants to document the CBS process so that it could be replicated by SE elsewhere and for an evaluation of the first phase of the pilot  Thus the direct spend (support to firms) was £200,000 for the first phase of the pilot and £61,862 on the second phase, giving a total direct spend on firms of £310,862.
The Gate 3 Approval paper identified two sets of objectives for phase 1 that were deemed to be SMART:

· Objective 1: two from 10 Companies participating in the 1st stage deployment project will demonstrate sufficient potential sales growth to graduate into Account Management within 15 months of signing the commercial breakthrough service contract.

· Objective 2: four from 10 Companies participating in the 1st stage deployment project will demonstrate sufficient potential sales growth to graduate into Client Management within 15 months of signing the commercial breakthrough service contract.
The Gate 3 paper also identified a set of quantifiable metrics that were to be achieved within 15 months of signing the first stage deployment commercial breakthrough service contract, namely:

· The total net additional increase in sales for the assisted businesses will be not less than £1M 

· two out of 10 high quality businesses qualifying for account management status due to realistic sales growth projections of £800K over a 3 year period

· four out of 10 higher quality businesses qualifying for client management status by displaying realistic sales growth projections of £400K over 3 year period

· two out of 10 businesses will not meet client management status but will be given support and direction in order to sustain their business.

· Up to 12 jobs will be created or safeguarded.

2.8.1 Have the project activities led to the achievement of the target set?

We confirm that these are SMART objectives and our evidence suggests that the first appears to have been achieved (although we cannot confirm when the 10 Account Managed firms were allocated this status so do not know whether this was achieved within the 15 month window as set out in the Paper).  As SE no longer supports Client Managed firms, it is not possible to comment on the extent to which the second objective has been achieved. 

We consider the economic impact from our study in the following chapter. 
2.9 Overall review of project performance and any explanations for this performance

2.9.1 What have been the key strengths and weaknesses of the service offered?
The key strengths include:

· Focus on developing sales competencies amongst technology based firms

· The use of consultants experienced in commercial selling and building sales pipelines

· The use of consultants who have experience of product commercialisation

· The split between the research/audit approach of the Diagnostic and the implementation activity of the Action Plans

· The structured review of the action planning phase coupled with the traffic light assessment of progress (found to be most useful by SE and the consultants).
2.9.2 Project additionality (would the projects have gone ahead without support) – this should be considered alongside turnover deadweight and any variance between the two explored

Half of the additionality is timing and or scale related, while in a third of cases, the additionality is full.  Timing additionality tended to be between 12 and 24 months (Table 2.5).
	Table  2.5 - If you had not engaged in CBS, to what extent would you have pursued the commercialisation of the product?

	Answer Options
	Response Percent
	Response Count

	We would not have pursued the project
	33%
	4

	We would have pursued the project at a later date
	17%
	2

	We would have pursued it on a smaller scale
	8%
	1

	We would have pursued it at a later date and on a smaller scale
	25%
	3

	We would have pursued the commercialisation in the same way and within a similar timescale
	17%
	2


In one of the cases citing ‘null’ additionality, the firm noted that they would have completed the project sooner (this project stalled at the Diagnostic stage).  Eighty two percent of those surveyed indicated that they either ‘definitely would not’ or ‘possibly would’ have engaged a third party consultant to assist them with the project which also provides an insight into their commitment to invest in taking actions that would enhance their ability to sell their product.  This suggests that CBS is effective in facilitating firms to engage external expertise (and therefore is likely to be increasing the likelihood of firms gaining genuinely new ideas on their business).

2.9.3 Assessment of project outputs (immediate benefits) such as support for companies to access equity investment, carry out R&D and develop new products and business models 

The outputs fall into two main groups, qualitative and quantitative.  We summarise the qualitative benefits as follows:

· Understanding of sales introduced to firms

· Formal sales processes introduced to firms

· Firms gaining realistic expectations of the products’ potential from consultants

· Development of sales pipelines

· Focus - clearer strategic direction

· New insights into the importance of proactive selling.
There was also a leverage benefit which can be quantified.  Firms in the second phase of the pilot receive the Diagnostic free of charge but contribute £7,500 to the cost of the Action Plan implementation. Fifteen firms have been engaged in phase 2 to date, with seven of these progressing past the Diagnostic. One of these firms withdrew after six months and we have assumed their investment has been £3,750.  For the remainder, we have assumed that they will make the full £7,500 over the course of their projects. Based on this assumption, this gives a projected leverage value of £48,750 for phase 2.  
The quantitative benefits also include notable gross sales growth in the firms (note this has not been adjusted for additionality, but is designed to show the overall performance of the CBS companies) over the period on which they participated in CBS.  Collated data from 12 completed company scorecards (and reflected in feedback from firms in our interviews) show total annual sales of £3.6 million, or an average of £275,200 per company before participation on CBS.  Booked sales that are new to the company (in effect they don’t include orders already placed before engagement) after participation in CBS amounted to £4.4 million, or an average of £333,600 per annum.  Their engagement on CBS would coincide with notable growth in the firms’ sales.  The next chapter considers the additionality of this.
2.9.4 Assessment of project outcomes (intermediate benefits), such as improved sales performance, changes in profitability and improvement in company capability around sales and marketing

The project outcomes included quantitative benefits as follows:

· Enhanced value propositions for firms 

· Marketing materials

· New sales

· Employment.

2.9.5 The final impact should also be considered (full details considered in the next section: Economic Impact Assessment)

Based on the sample, just one firm identified an impact to date totalling £100,000.  As mentioned above, we anticipate that the number of firms citing an impact would have been greater if we had been able to include some or all of the five firms that were excluded due to having participated in an evaluation previously.

This firm was the only firm citing a net employment impact (1 FTE).

Future impacts appear to be more optimistic. Four firms indicated a future sales impact with typical levels being around 10% - 20% higher (gross) .  There were similar levels of attribution for employment.
3 Economic Impact Assessment
3.1 Population & Sample

The impact is based on interviews with 12 firms out of an effective population of 17.  This indicates that the sample represents 70% of the effective population.  Although 27 firms have been engaged, three firms have yet to start. Thus the active population is 24 and this total has been used to ‘gross up’ impacts to the level of the population using a sample: population ratio of 1:2.

It is worth noting at this stage that the economic conditions have been especially challenging for the duration of funding to CBS and that this is likely to have had an influence on the scale and nature of impact derived.

3.2 Additionality flowing from CSB support

There is a set of ‘additionality adjustments’ that must be applied to the impact figures given by firms in our survey. 

A nine-year timeframe (from date of project funding) was used to estimate the potential future impact. The data presented is therefore a combination of benefits to date and future projections. Most of the firms that were included in the sample were comparatively small/micro-businesses. This profile appears to have had an influence on the firms’ ability to generate impacts from the intervention support they received from CBS. This would seem to be a function of the resources available in-house to these firms that might be mobilised to take forward the CBS Action Plans.  Regardless of size, when asked to estimate the sustainability of sales, firms tended to be relatively confident in projecting forwards two years, but were less certain beyond this timescale. None provided projections beyond the 5 year timeframe. This is not to say that these firms will not derive benefits in the medium to longer terms as a result of the CBS support. Rather, firms indicated that the actions taken will provide a platform from which they can build in the future.

3.2.1  Deadweight

Deadweight refers to the level of targeted outputs/ outcomes that would have occurred if firms had not benefitted from the CBS input. The level of deadweight was derived from interviews with each of the firms citing a benefit.  

For most firms, the CBS input created a timing advantage – firms indicated that they intended to take a course of action but that the CBS support led to them bringing this forward in time.  Of the 12 interviewees, one firm identified a quantifiable change in turnover to date and four firms (including the one identifying an impact to date) identified a likely change in future turnover. Of these four firms, three cited a timing benefit with the remaining firm attributing all of the benefit derived to CBS (Full Additionality). 

These factors have been used to adjust for deadweight in the sample.

The levels of Deadweight range from 92% (2011) to 97% (2014 and 2016).  These higher levels in later years reflects the timing effect of the additionality responses from firms.  HM Treasury guidance
 directs that where a project has been brought forward in time by say 12 months, then the ‘benefit’ attributable to the intervention applies only for a 12 month period.  So continuing with this example, while it might be evident that firms are deriving sales impacts through to 2016 as a result of CBS support, only the sales recorded for 2012 would be included in the net impact calculation.

3.2.2 Displacement

Displacement relates to the number or proportion of project outputs, which might be accounted for by reduced outputs elsewhere in the target area, in this context Scotland.
The principal form of displacement that is relevant to consider for CBS relates to product market displacement.  Product market displacement is where supported firms take market share from their local competitors (in this case Scotland based competitors). Displacement adjustments were informed through our interviews with firms. These interviews confirmed that displacement ranged from zero to 20%. The average is very small and equates to just 5% across the sample. This is due to firms noting that they introduced a new product and that their competitors (I.e. those firms at whose expense they might win sales) were located outside Scotland.  

3.2.3 Leakage

Leakage refers to the number or proportion of project outputs external to the project target area (Scotland).  Leakage is negligible as, in all cases, all of the benefits are being derived by teams who live and work in Scotland. This finding is supported by the small/micro size of many firms assisted. 

3.2.4 Substitution 

Substitution impacts arise when a firm substitutes one activity for another to take advantage of public sector assistance, for example, using CBS support to substitute a subsidised employee for an existing unsubsidised worker.  Substitution has been informed by the firms’ interviews and was universally zero.  

3.2.5 Multipliers 

Multiplier effects are the wider positive downstream benefits associated with an increase in demand.  In Scotland, the Scottish Government has been preparing and publishing Input-Output Tables and associated Type I and Type II multipliers for many years. In this analysis, multipliers have been calculated using Type II Multipliers published in the Scottish Government’s Input Output Tables (2007 data).  The multipliers used have been applied on a case by case basis. This ensures that they are matched both to the sector within which the firm is operating and the characteristics and nature of each firm’s operation.  The firms citing impacts were engaged in two principal activities, Computing Services (classified as 107) with a Type II multiplier of 1.68 and Electrical Equipment NEC (classified as 72) with a Type II multiplier of 1.52.
3.2.6 Calculating GVA

For the four firms citing a sales/turnover impact, this allows an approximation to be made of GVA. When assessing sales impacts the calculations are completed using Scottish Government through Scotland by Division. These statistics indicate that the Sales:GVA ratio for Computer and Related Activities (three firms) of 1:0.59 and for the Manufacture of Electrical Equipment (1 firm) of 1:0.34.

3.2.7 Optimism Bias

There is a demonstrated, systematic, tendency for project appraisers to be overly optimistic. This is a phenomenon that affects both the private and public sectors.  Many project parameters are affected by optimism – appraisers tend to overstate benefits, and understate timings and costs, both capital and operational. To redress this tendency, appraisers should make explicit adjustments for this bias. This can take the form of increasing estimates of the costs and decreasing, and delaying the receipt of, estimated benefits. Adjustments should be empirically based, (e.g. using data from past projects or similar projects elsewhere), and adjusted for the unique characteristics of the project in hand.

We have used wider Scottish Enterprise evidence
 to develop benchmark measures for optimism bias and using this have estimated that firms are over-optimistic around future benefits by around:

· 34% in two years

· 50% in four years and

· 66% in six years.

For our analysis, and when considering projections for future sales, we have used the SE research as a guide to the levels of Optimism Bias that might be applied to the CBS findings.

3.2.8 Assessment of impact based on interviews

We have applied the additionality factors (Deadweight, Displacement, Leakage, Substitution and multipliers) on a firm by firm basis to derive the net impact for the four firms who were able to provide quantitative data.
Separately and in line with HM Treasury Evaluation Guidance, we have applied a Discount Rate of 3.5% to impacts derived after the base year so as to take account of the time value of money.  We have assumed that the sales will last for five years and have discounted back to 2007 (as this was the year the SE investment was made).  It could be argued that future benefits should be projected 10 years as is practice amongst some development agencies but we decided to adopt a prudent approach here based upon feedback from firms on the longest timeframe over which the impacts will contribute.

3.2.9 Impact Assessment 

We present the summary of the impacts achieved and projected in Table 3.1.

	Table 3.1 Impacts Summary

	
	Sample
	Population

	Net Sales to Date 
	£201K
	£403K

	Net Future Sales  (adjusted for Optimism Bias)
	£1.5M
	£3M

	Net GVA to date
	£119K
	£238K

	Net  Future GVA (adjusted for Optimism Bias)
	£898K
	£1.8M


There are a number of points to note about the data in the summary table:

· The impact assessment assumes an effective population of 24 (as three firms in the population have yet to start on the Service)

· Sales impacts to date are comparatively low but projections for the future are more significant

· Future impacts have been estimated – these are impacts that will be derived in the future based upon support that has been delivered to date and are assumed will be derived for five years and have been discounted back to 2007 using a Discount Rate of 3.5%

· An Optimism Bias has been applied to future sales projections.

The evaluation report
 completed for the Gate 5 review (at the end of phase 1) found that:

· A net additional increase in sales attributable to CBS of £140K

· Projected increases in sales at March 2009 of between £0.5M and £1.5M.

The sales increases presented in Table 3.1 above are similar in scale and profile to those identified in the earlier review and therefore give comfort that the performance of the Service is consistent over both phases of its delivery. 

Our findings allow specific performance metrics to be prepared for the SE support.  These metrics are  summarised in Table 3.2 below and are based upon at total cost to SE of £360K .

	Table 3.2 – Cost effectiveness of CBS

	Total Project Cost to date
	£360K

	SE Investment
	£360K

	GVA to Date: Total Cost
	0.66:1

	Total GVA: Total Cost
	5.6:1


The cost effectiveness on its investment of 5.6:1 is reasonably good given that:

· This has been a pilot project

· The comparative spend by SE has been low

· The firms engaged (at least in phase 1) were not Account Managed when they were recruited to the Service
· The bulk of the firms were small/micro businesses and there was evidence that some firms appeared to have limited resources available to implement Action Plans in full.

A return of 1:5.6 would also compare well with other Scottish Enterprise Enabling Technology project impacts, which have an upper and lower impact ratio of 1:4 and 1:5, with a central case impact of 1: 4.5.  This would suggest that CBS is delivering a positive impact in line with (and positively just above) the average for Scottish Enterprise Enabling Technology projects.

4 Conclusions

4.1 Smart Objectives

The Gate 3 Approval paper identified two sets of objectives for phase 1 that were deemed to be SMART:

· Objective 1: two from 10 Companies participating in the 1st stage deployment project will demonstrate sufficient potential sales growth to graduate into Account Management within 15 months of signing the commercial breakthrough service contract.

· Objective 2: four from 10 Companies participating in the 1st stage deployment project will demonstrate sufficient potential sales growth to graduate into Client Management within 15 months of signing the commercial breakthrough service contract.
In terms of Objective 1, it is clear that this has been achieved given the number of firms that have progressed to Account Management status.  It is not possible to make a definitive assessment of the achievement of Objective 2 as SE no longer uses the Client Management categorisation. However, given the number of CBS cases that have progressed to Account Management status, we feel that it is very likely that this Objective would have been achieved had the Client Management categorisation still been active at the time of our evaluation.

4.2 Benefits to Participants

The principal benefit of the CBS has been to assist technology-based and specialist service-based enterprises (that have developed a product proposition) to understand better the sales process and the concept of sales channels.  In particular, as a result of engaging on CBS, firms:

· Recognised that they did not have the skills necessary to sell their product effectively

· Did not have a structured/strategic view of how to approach the selling process

· Recognised that they naturally preferred to concentrate on refining the technical aspects of their products rather that selling the product – the CBS input helped to give them the confidence to embrace selling

· Recognised that their sales projections were overly ambitious – previously, they over-estimated the rate at which new sales would be generated and under-estimated the effort required to build a sales pipeline

· Gained an insight into how to identify and target likely buyers.

Firms considered these new insights and new skills to be extremely valuable.  This finding mirrors a similar observation made by the consultants conducting the phase 1 evaluation.

4.3 Impact Assessment 

We present the summary of the impacts achieved and projected in Table 4.1.

	Table 4.1 Impacts Summary

	
	Sample
	Population

	Net Sales to Date 
	£201K
	£403K

	Net Future Sales  (adjusted for Optimism Bias)
	£1.5M
	£3M

	Net GVA to date
	£119K
	£238K

	Net  Future GVA (adjusted for Optimism Bias)
	£898K
	£1.8M


The evaluation report completed for the Gate 5 review (at the end of phase 1) found that there was a net additional increase in sales attributable to CBS of £140K with a projected increase in sales at March 2009 of between £0.5M and £1.5M. Our (similar) findings therefore give comfort that the performance of the Service is consistent over both phases of its delivery. 

Our findings suggest that the GVA return on SE’s investment is 5.6:1 which we consider to be reasonably good. A return of 1:5.6 would also compare well with other Scottish Enterprise Enabling Technology project impacts, which have an upper and lower impact ratio of 1:4 and 1:5, with a central case impact of 1: 4.5.  This would suggest that CBS is delivering a positive impact in line with (and positively just above) the average for Scottish Enterprise Enabling Technology projects.

4.4 Other observations
4.4.1 Clear objectives were considered to add value

Firms on the first phase of the pilot indicated that they had less clearly defined objectives at the outset.  This probably reflects the manner in which they were recruited and the status of the Service at that time – it was the first phase of a pilot and the firms were happy to participate on an ‘experimental’ basis.  Perhaps unsurprisingly, phase 1 firms were more likely to recommend that clear objectives should be set for the projects so that the consultants’ progress against the firms’ aims can be assessed by them.  This suggests that firms should be encouraged to have a clear purpose for engagement, even when participating on ‘test’ projects of this kind.

4.4.2 Consultant-SE communication
Consultants valued the regular meetings during the first phase of the pilot when they could discuss firms’ progress with each other and with SE – they indicated that this was a strength of the approach and something that could be usefully introduced more broadly. Consultants also valued the regular conference calls during the first phase of the pilot and indicated that this is something that might be re-introduced.

4.5 Input from Account Managers
For firms that migrate to Account Managed status during their participation on CBS (phase 2 only), engagement of the Account Manager at the start of the Action Planning phase (if the firm has an Account Manager at that point in time) and at the final close-out meeting is likely to add considerable value to the process.
4.6 Action Plan review process is valuable
Some firms found that the structure of a formal quarterly review introduced a rigour to the CBS process that was lacking in other SE supported inputs – this rigour was broadly valued by these firms. Consultants and SE rated the traffic light coding highly – firms didn’t comment on it specifically (although some commented on the rigour of regular reviews).

Overall, the structured review process appears to add value to the Service. 

4.7 Diagnostic & Action Plans
There was a distinction between firms’ satisfaction with the Diagnostic and Action Plan stages – with two exceptions, satisfaction with the Diagnostic was very high (both with the process and the insights drawn out by the consultants). However, satisfaction with the Action Plan was less clear-cut.  This lack of satisfaction comprised a mix of firms’ dissatisfaction with their own performance in implementing their Action Plan and their dissatisfaction with the Actions they were advised to follow.   On balance, we feel that the Action Planning process was powerful and apart from a couple of cases where the firms suggested that the Diagnostic’s output wasn’t appropriate (and they did not proceed to the Action Plan phase), the Action Plan’s provided the firms with considerable value.  The higher levels of satisfaction for the Diagnostic and the lower satisfaction with the Action Plans appeared to reflect the novelty and insightfulness of the Diagnostic process coupled with its focus on coming up with new ideas.  Firms liked this.  Action Plans required the firms to invest effort to implement the ideas.  This is much harder work!

We recommend that the Action Planning process is retained in its current form for CBS.  We also recommend that its adoption could be considered for wider application in other business support interventions. 

4.8 The design of Phase 2 implementation was different
In the second phase, firms were required to contribute 50% (£7,500) towards the cost of the Action Plan stage.  In our experience, when firms pay for a service, their commitment to act upon any recommendations made tends to be higher than when it is provided free of charge. On this occasion (for the second cohort), consultants noted that firms tended to revisit the reasoning on which the Action Plan was originally framed during the course of its implementation.  This sometimes required consultants to justify the rationale repeatedly and they felt that this distracted from their pursuit of the Actions.  This may be due to the fact that comparatively small firms were engaged on CBS and that these firms found the comparative cost of the consultants’ fee to be significant.
We recommend that when choosing participants, there is likely to be merit in explicitly appraising the capacity and resources that prospective participants have available to invest in implementing the types of action that are likely to emerge from a Diagnostic.  Where resources (both people and financial) are very tight, selection should be made carefully.

4.9 The effectiveness of the consultants
Firms noted that the consultants’ input was generally effective. Where the approach of the consultants was hands-on and where the consultants worked with the firms to address weaknesses within the firms’ skills-sets, the impact appeared to be greatest.

4.10 Overall assessment
We feel that the return to SE on its investment of £359,862 is comparatively good and above the Scottish Enterprise Enabling Technology projects’ central case impact of 1:4.5.   The findings suggest that greater impact might be achieved through engaging firms that are slightly larger and/or have resources available to invest in taking forward their Action Plans. 
 Appendix A: Survey Summary
Participation and progress. 

Just four firms (33%) had completed the full programme at the time of interview.  Some of these were still engaged in the process. 

	Table A1 – Sample Firms’ Progress
	

	Stage
	Number of Firms

	Diagnostic (Phase 1)
	4

	End Q2 (6 months)
	3

	End Q3 (9 months)
	1

	Completed all programme
	4


Four firms had stopped at the Diagnostic stage. Three firms were still engaged in the Service (i.e. they were part-way through it), while the remaining firm stopped at the 6 month review.

In the sample, one consultancy firm had two projects stop at the Diagnostic stage and one stop half way through implementation. 

The development stage of the products
Figure A1 presents a distribution of the development stage of projects on commencement.  It can be seen that 50% had been launched, with 25% being on active trial.  Seventeen percent were ‘test prototypes’. 
Figure A1 – Status of Products at commencement of CBS project
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The fact that half of the products  had still to be launched may explain the relatively large ‘distance of travel’ many firms noted they were required to make for the product to be a success. The CBS appears to have brought a sense of reality to firms. 

The importance of sales of the CBS supported product

	Table A2 Contribution of CBS Product to Sales (for each firm)

	Contribution of CBS product sales on commencement
	Contribution of CBS product sales in the future

	Unimportant
	Very important

	Unimportant
	Unimportant

	Unimportant
	Very important

	Very important
	Very important

	Unimportant
	Very important

	Unimportant
	Very important

	Unimportant
	Unimportant

	Very important
	Very important

	Very Important
	Very important

	Very important
	Very important

	Unimportant
	Unimportant

	Unimportant
	Unimportant


Table A2 shows that two thirds of firms rated the CBS supported ‘very important’ to their future performance while 25% rated the product’s contribution to sales as being ‘very important’ at the time of commencing on the project.  This shows both the strategically important nature of the CBS products to the firm and the fact that three quarters were generating relatively little in the way of sales at the time of commencement.

Where did the consultants add value?

Overwhelmingly, firms noted that they could not have completed the project unaided as (83%) lacked the appropriate sales and marketing skills. When answering, firms cited the lack of practical knowledge – how to make cold calls, how to prepare brochures.  They also cited a lack of strategic knowledge, for example how to develop a sales pipeline.

The other gaps cited included general commercial inexperience (technological start-up- 8%) and a lack of skills in taking a product to market (8%).

The Diagnostic

Virtually all of the firms indicated that the completion of the Diagnostic was a joint activity with the consultants (92%) with the remaining firm indicating that the consultant led this exercise.

There was a very high agreement with the output of this phase, with all firms indicating that they ‘mostly’ (25%) or ‘fully’ (75%) agreed with the findings. 

Firms recalled different outputs from this stage but the overarching findings suggest that the consultants provided objective feedback on the products’ commercial strengths and facilitated firms to focus on the priority actions that were likely to lead to sustainable sales.  In the case of the latter, this included tempering firms aspirations through encouraging them to focus (and thereby be successful) on a single market first before considering expanding into secondary markets. 

The Action Plan

The Action Plan covered novel issues for the business in over half of the cases (Figure A2).

Figure A2 – Insights gained by firms through the process
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This finding supports the separate findings that the firms required inputs in commercial and sales related areas that were new to them.

Considering the Process, the firms were mostly satisfied or very satisfied with its delivery.   There were a few firms for whom the process was not satisfactory, and in all but one, this ‘break’ occurred between the Diagnostic and the Action Plan stage.  Firms identified with the outputs of the Diagnostic, but for those who did not proceed to implementation, it appears to have been caused by a lack of agreement on the course of Action proposed and the clarity of purpose set out in the Action Plan.

Consultants who can express a clear purpose, that links to the Diagnostic and that helps the firm to address areas they recognise that they cannot address themselves, appear to be most successful.

Figure A3 – Levels of Satisfaction
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Implementation

	Table A3 – Implementation Progress

	Approximately, what proportion of the actions set out in the Action Plan, that could have been implemented by now, have you addressed?



	Answer Options
	Response Percent
	Response Count

	100%
	8%
	1

	75%
	17%
	2

	50%
	33%
	4

	25%
	8%
	1

	0%
	33%
	4


Given that just under 60% of firms had either completed or were at least half way through the Action Plan, it is perhaps unsurprising that just one firm considered that they had implemented all of their actions.  However, we would have anticipated that the proportion completed would be higher than the respondents suggested given the elapsed time since those on the Pilot participated.

This points to the importance for the consultants to address as many of the key issues as they can during the implementation.

For those who did not complete the Service, participation was valuable Table A4.

	Table A4 – Perceived value of CBS by firms

	If you did not complete the programme, was your engagement valuable?

	Answer Options
	Response Percent
	Response Count

	Very
	0.0%
	0

	Moderately
	80.0%
	4

	Not really
	20.0%
	1

	Not at all
	0.0%
	0


When asked, all of the firms considered that it was they, and not the consultant or SE who decided to terminate their engagement.

Additionality

Half of the additionality is timing and or scale related, while in a third of cases, the additionality is full.  Timing additionality tended to be between 12 and 24 months (Table A5).

	Table A5 

	If you had not engaged in CBS, to what extent would you have pursued the commercialisation of the product?

	Answer Options
	Response Percent
	Response Count

	We would not have pursued the project
	33%
	4

	We would have pursued the project at a later date
	17%
	2

	We would have pursued it on a smaller scale
	8%
	1

	We would have pursued it at a later date and on a smaller scale
	25%
	3

	We would have pursued the commercialisation in the same way and within a similar timescale
	17%
	2


In one of the cases citing ‘null’ additionality, they noted that they would have completed the project sooner (this project stalled at the Diagnostic stage).  Eighty two percent of those surveyed indicated that the either ‘definitely would not’ or ‘possibly would’ have engaged a third party consultant to assist them with the project.  This suggests that CBS is effective in facilitating firms to engage external expertise (and therefore is likely to be increasing the likelihood of firms gaining genuinely new ideas on their business).

Comparative cost of consultants input

Firms found it difficult to assess the comparative value of the consultants’ input – that is, how much would they have to pay if buying directly on the open market.  The three firms who gave a value suggested £20k-£25k.

4.11 Overall Quality assessment of Consultants 

Overall, the quality of the consultants was highly rated. High ratings were provided by those who had completed the programme as well as those who terminated early.

Figure A4 – Overall quality rating of consultants by firms
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Recommendation

Eighty three percent of firms would recommend the CBS to another firm. The benefits they cited included:

· objective, external input

· Sales and commercial expertise

· Practical personnel – they show you how to do it and don’t just say what it is you need to do

· Market knowledge, contacts, and intelligence

· The importance of the value proposition and marketing messages

· Sales! How to sell.

Where suggestions for improvement to the CBS were made, these structured around three themes:

· Firms must be clear on their purpose for engagement and express this clearly to the consultants

· The consultants should see their client as being the firm – there were suggestions that the consultants saw SE as their client at times

· Firms should not be afraid to hold the consultants to account and thereby ensure that they derive value from their experience.

There was a general observation made by firms that the process might be better suited to firms that were small rather than micro in scale  (i.e. more than 10-15 employees) as they would have sufficient resources to support the actions proposed.
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