Executive Summary

The objective of this project was to evaluate the Expert Help programme.  Run within the Scottish Enterprise network by ESS Ltd and the LECs, Expert Help is designed to stimulate product and process innovation by:

· raising the level of competence and technical ability in SMEs

· increasing SME awareness of the importance of using external technical advice

The programme has two parts: 

· experts - Innovation and Technology Counsellors (ITCs) and Design Counsellors (DCs) to work with companies in an advisory capacity

· grant support  - to buy in technical expertise or support

The programme is delivered by 13 ITCs and DCs, with one senior manager and additional support from ESS programme management.  Counsellor costs in the current financial year are £680k from a total Scottish Executive programme allocation of £2.8m.  The grant aid is no longer ringfenced and is supplemented by other LEC innovation support funds.

Expert Help was created in 1995 by The Scottish Office.  Based on recommendations of the Turok evaluation in 1998, the programme was partly devolved to LECs which adopted different approaches. It has effectively ceased to be managed or delivered as a national programme.

The differing LEC interpretations mean there is not a uniform approach to eligibility, application procedure, type of project funded, system of monitoring and final reporting.  There is no central performance monitoring and evaluation framework, and this makes it difficult to accurately show programme impacts in quantitative terms.

Scottish Executive, UK and EU economic strategies stress a need for companies to ‘work smarter’, using competitive product and process technology advantages as a route to competitiveness.  Expert Help is one of a suite of innovation programmes designed to smooth that route.  As the importance of technology in competitiveness increases, high levels of competence in innovation become more important for Scottish companies.

In this evaluation 960 companies were contacted of which 162 responded to the questionnaire and a further 29 companies were interviewed face-to-face.  Interviews were also with LECs, ITCs, DCs, the Scottish Executive and Scottish Enterprise staff.

A typical Expert Help company is a manufacturer employing between 1-9 employees with a sales turnover of up to £250k per annum.  It is a private limited company, trading for between 10-19 years, with the majority of sales and competitors outside its local area.  Respondents reported some degree of additionality in 92% of cases.  There was evidence of low levels of displacement in local markets.

Respondent opinions on a range of impact measures including sales, profitability, employment and company efficiency were positive.  Evidence suggests that the programme addresses the issues for which it was designed, with 70% of companies using Expert Help in new product and new process development work.  Expert Help was also designed to address SME managers’ reluctance to use outside technical expertise or consultancy support.  Approximately 62% of respondent companies reported that they would now be less reluctant to do so evidencing a marked attitudinal change in the respondents.

The benefits described by companies must be set against the costs.  The counsellors’ cost £680k plus management costs, and estimates of delivering this using external contractors were £1001k plus management costs.  There is a risk that contracting the counsellors wholly externally to SE could damage the ‘honest broker’ value perceived by clients and LECs.

LEC feedback indicated:

· the ITCs and DCs provide a pool of technical competence and experience that the LECs would not otherwise have;

· the signposting and diagnostic activity of the ITCs is informing companies of a wide range of financial and technical assistance outwith Expert Help, therefore enabling ‘best fit’ for the company and links to the appropriate technology resources;

· grant aid is not distinguished from other innovation and business support;

· funding fills a gap in provision between ICASS and SCIS;

· ITCs provide technical support to ICASS and application process support to SCIS and SPUR.

Crucially for the Programme’s future the ITC counsellor has in most cases become incorporated within the LEC set-up and is regarded as a LEC staff resource.  In many LECs the counsellor plays a valuable role as a filter for requests for innovation assistance to clients.  This wider, ‘honest broker’ role is of benefit to the client company and to the SE network.  The ITCs role in supporting the broader portfolio of innovation outside the Programme eg SCIS and SPUR suggests that the Programme’s current format should be reviewed. 
Based on the findings of this evaluation, and the persistence of the market failure, there is a case for Expert Help-type provision within the Newtwork, particularly for the types of service that ITCs and DCs provide. How suThe grant aid element should be should be drawn for LEC business innovation support programmes.
The persistence of the market failure, and the growing importance of innovation for competitiveness in Scottish companies, suggests a need to have such provision within the Network and to and enhance the value it adds to other programmes, eg ICASS an SCIS.  The question is not the relevance of the service but what shape the provision should take in the light of recent changes within SE. Further work is required to establish an appropriate future of ITC and DC services in meeting Scotland’s competitiveness challenge.

As part of the change, Scottish Enterprise has announced the closure of ESS Ltd. and this impacts on the Programme’s future organisation and mode of delivery. This issue must be addressed urgently and possible options include:

1. do nothing, allowing Expert Help to terminate
2. require LECs to employ the ITCs, requiring displacement of other staff

3. require SE Innovation Team to manage or employ the ITCs, also requiring displacement of staff 

4. ‘projectise’ Expert Help to an external contractor

5. terminate the Programme while capturing the ITC/DC learning at the LEC level

Given that in many cases Expert Help was used as a vehicle to support other technology-related programmes, it is perhaps better that the other programmes (e.g. ICASS, SCIS etc.) support the work of the ITCs and DCs in a new configuration that better reflects the realities of technology support at the local level and the extent of the devolution that has been reached. In the light of the lack of hypothecation of Expert Help funds the same level of support may be provided without the infrastructure costs associated with running a separate programme. This would be a smarter way for the Network to operate.

This report makes a number of recommendations on improving the operational effectiveness of the technology-based assistance by ensuring:

· ongoing ITC recruitment, retention and development;

· effective ITC networking to ensure cross LEC access;

· standard SE network operating guidelines;

· an appropriate performance measurement framework;

· introduction of aftercare.
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1 Introduction

This review of the Expert Help programme was commissioned by Scottish Enterprise (SE) and Enterprise Services Scotland Ltd (ESS).  The work was carried out jointly by Frontline Consultants and Policy Research Network (Scotland) Limited.

1.1 The Expert Help programme

The current Expert Help programme has two elements:

· Grant Aid programme (diagnostic and consultancy)

· innovation and technology (ITC) and design counsellors (DC)








This format was adopted in 1999, following an evaluation by Ivan Turok and a comprehensive review of the programme by SE and the Scottish Executive.

1.2 Policy context and rationale

The rationale for Expert Help was set out by the Scottish Office in March 1995 with the objectives of:

· raising the level of general business competence and technical ability in SMEs

· improving SME awareness of the importance of using external advice to supplement their own skills and expertise  

The validity of these objectives was reviewed as part of the Turok evaluation in 1998. 

The value of technology in competitive innovation and productivity has been subject to increasing policy focus at European, UK and the Scottish levels.  The Scottish Executive Innovation Policy Unit describe this as:

“innovation contributes towards the goal of increasing the long run rate of growth in the Scottish economy by improving productivity through the creation of new, knowledge-based products and processes from the science base and promoting the use of best practice in industry”

These themes are reflected within the Smart Successful Scotland strategy, published in 2001, which sets out the economic development strategy for Scotland and the SE Network:

“we, along with the rest of the UK, have a significant and long standing ‘productivity gap’ with other leading competitor nations”.

Within Scottish Enterprise this work is led by the Innovation Group which has been working in partnership with LECs.

Tackling this Smart Successful Scotland sets out the challenge as 

“Innovation and the commercialisation of new technologies are vital to boosting productivity.  This will require:

· increased levels of research and development spending in Scottish companies, which currently lags well behind the UK average

· more effective links between our universities and businesses, including the ‘industry pull’ of ideas; and

· increasing the number of ideas being registered for patents in Scotland.”

Expert Help-type services addresses ‘productivity’ in innovation and the use of knowledge by addressing SME failures in:

· awareness of, and finding access, to appropriate technologies

· willingness and confidence to use external expertise in accessing and applying these technologies

Expert Help is one of a range of public sector interventions eg SCIS, SMART, SPUR designed to support innovation as a driver of competitiveness.  There are strong links between some of the programmes and company progression from one programme to another, eg from Expert Help. This evaluation found evidence suggesting that the ITCs are a key component of SCIS and SMART as they conduct the initial evaluation on behalf of the LECs which indicates a high level of cross-subsidy from Expert Help. This cross-subsidy is important in any discussion of the future of the Programme.
1.3 A changing context

It is reasonable to question the future validity of these market failures and the relevance of Expert Help.  In reviewing Scottish Executive strategies and policy statements, it is evident that:

· innovation in both products and processes is seen to be of increasing importance in Scotland’s future competitiveness;
· the ability of companies to make connections with Scottish universities and businesses, and ensure an effective flow of knowledge into new products and processes, is of increasing value

The growing relevance of technology in global competitiveness is well understood.  It is therefore reasonable to assert that effective sourcing and application of knowledge for new products and processes is a route to sustainable competitiveness for Scottish companies.  It is also reasonable to project that higher levels of innovation ‘productivity’ will offer greater business and economic benefits for Scotland.  Support that accelerates, or removes barriers to, this productivity adds value. 

1.4 A changed programme regime

The Expert Help programme evaluation
 by Turok in 1998 recommended a number of changes.  These proposals were discussed and agreed by SE and the Scottish Executive before implementation.

The key changes were:

· some less valuable elements of the programme were dropped

· ending ring fenced funding for the Grant Aid element

· devolution of the programme’s design and management to LECs

As a result:

· programme funding is incorporated into SE’s overall budget

· LECs bid for funding on a non-ring fenced basis through the yearly operating plan

· LECs are free to manage and deliver the programme according to local circumstance

· ITCs and DCs are employed by ESS Ltd but managed by LECs

· ITCs and DCs operate under a wider innovation remit on programmes other than Expert Help

· there is no common reporting mechanism or monitoring framework

These changes have resulted in:

· no single model of Expert Help.  LECs have devised different approaches and fits within their suite of innovation programmes. This is an important point in any discussion of the programme’s future
· activities of ITCs and DCs, while broadly unchanged, are more difficult to monitor and has led to a high degree of cross-subsidy between the Programme and other programmes.  Although each ITC and DC is required to submit accounts of their activity to ESS, there is no common reporting mechanism, particularly for activity in a broader innovation remit

1.5 Objectives of the study

The objectives agreed were:

· explore how the new ‘devolved’ arrangement between SEN/ESS and LECs has developed

· review variations of programme delivery across the Network

· gather the views of providers and clients with respect to the operational qualities of the programme

· assess the effect on client businesses of the support received under the programme

· recommend areas whereby programme delivery and administration may be improved

This is the third evaluation of the Expert Help programme following a Stage 1 study in 1996 and Stage 2 in 1998 by Turok.  

1.6 Method

The programme changes since the 1998 Turok review prevent a time series analysis of the data, as they were not consistent over time.  As a result, there is neither a central database of client baseline information, nor client ‘satisfaction questionnaire’ records.  Hence, there is neither baseline data from which to assess programme impact on client companies nor post-intervention assessment.  Instead, a cross-sectional approach was adopted in selecting a sample of companies for face-to-face interview.  In addition, a full postal survey was undertaken of all companies for whom records were available.  Thus, a snap-shot of the current situation is presented.

The study involved:

· face-to-face interviews with 29 client companies

· a postal survey of all participant companies for whom records are available, some 900 companies

· interviews with LEC programme managers; managers and business directors development

· interviews with six ITCs and DCs

· discussions with senior ESS staff

· interviews with Scottish Executive staff

2 The Expert Help Programme

2.1 Eligibility

None of the LEC managers interviewed were able to state the precise eligibility criteria and some cited those prior to 1998, i.e. for companies:

· employing less than 250; and either

· an annual sales turnover of less than £14m; or

· a balance sheet not exceeding £7m

The criteria were extended to include start-ups as part of the Turok changes.   Within these parameters LEC managers identified further constraints eg excluding companies in retailing and the service sector. Some identified a bar to start-up and new companies (trading for less than one year). This diversity of approach is an indication of how LECs are responding to local conditions.

The original eligibility guidelines are the EU definition of SMEs.  However, these do not reflect the low numbers employed in most Scottish businesses.  It is mainly small businesses that use Expert Help.

2.2 The changed nature of the assistance

Before the Turok evaluation in 1998, Expert Help had two main categories: Consultancy Support and Technical Support with a number of sub-themes.

· Consultancy Support was designed to help companies access the skills of external consultants.  This had two parts:

· the Diagnostic Service; a general business development and planning function.  This attracted 50 per cent funding up to a maximum of £2k

· the Consultancy Service; designed to implement the action plan as developed during the diagnostic phase.  Funding was 50 per cent up to a maximum of £10k;

· Technical Support was designed to address specific technical issues and allow companies to make better use of product and process technology.  This had three parts:

· ITC Counselling of up to 2 days

· Innovation Credits of up to £250 to assist in third party advice

· Innovation Advisory Service - 50 per cent funding of up to £2k.

On Turok’s recommendation, Innovation Credits and the Innovation Advisory Service were withdrawn, and the programme rationalised to the current two categories:

· Grant Aid - Consultancy Support:

· the Diagnostic Service (sometimes referred by LECs as Phase 1 assistance)

· the Consultancy Service (sometimes referred by LECs as Phase 2 assistance);

· Technical Support:

· ITC Counsellors

· Design Counsellors

While each LEC has its own interpretation of the programme, all (10) LECs offer Technical Support and most offer some form of Grant Aid.  The Grant Aid funding may be drawn from a number of LEC programmes as well as Expert Help. This raises a question over the location of such aid under the Expert Help banner, particularly as funds are not hypothecated: is it adding to bureaucracy?
2.3 Programme management changes

The changes made between 1998 and 2002 included programme management and funding which were separated from the operating responsibility for ITCs and DCs for three reasons:

· SE’s strategic decision to devolve more responsibility to LECs

· Turok’s changes as agreed by SE and the Scottish Executive

· ending ring-fenced funding of Grant Aid

The perceived benefits were:

· LECs would be better able to provide funded assistance that local circumstance required, and to bid for these funds in this annual operating plan

· being closer to the client, LEC programme managers would be able to judge the merits of each client application for funding and arrive at faster decisions

· the contract would be between the LEC and the client, rather than ESS and the client

· clients would be less subject to the ‘menu of SE programmes’ approach and receive more tailored assistance

· post-assistance follow-up would be easier

Bidding for Grant Aid funding became the responsibility of the LEC programme manager.  It also became a local decision to show how Expert Help fitted in the LEC priorities for innovation support. 

The role of ESS which, before the Turok changes, managed all aspects of Expert Help, was cut to resourcing and employing ITCs and DCs.  Grant Aid fund management was incorporated within SE’s finance systems.

The changes resulted in an infrastructure to manage the ITCs and DCs but left their activities in the hands of LECs but with no monitoring framework to assess the latter’s activities other than in a general reporting through KMIS.
Expert Help has effectively ceased to be a ‘national’ programme with a single co-ordinating mechanism.  This evaluation reports on the impact of ‘devolution’ on the programme.

During the period of this evaluation project, Scottish Enterprise announced the closure of ESS Ltd. 
The key issue now is whether there is any value in supporting the cost of maintaining an Expert-Help-type infrastructure in the light of an extra benefit such an arrangement will have over one that is entirely devolved and located within other LEC-administered programmes.  

Options and recommendations concerning Expert Help’s future are presented in this report.

2.4 Market failure

Expert Help was design to address market failures in:

· access to advice and support of product and process variation

· company unwillingness to use external technology advisory services

It is important to recognise that these failures have two components:

· information – awareness that there are sources and services

· attitude – appreciation that those services add real value to the business in facing the challenge and risks in innovation

Changing attitude is the key factor if the market failure is to be corrected sustainably and more Scottish companies are to become more innovative.  Correction of the failure would be found in growing evidence of serial innovation in companies.

2.5 Are the same market failures relevant in the future?

Published policy at Scottish, UK and European levels sets out clearly the increasing importance of technologies in competitive business advantage.  It is therefore reasonable to assume that the significance of these market failures will increase as a barrier to Scottish economic success.  Recognising this wider agenda, it is recommended that:

· SE and the Scottish Executive review the role of the ITCs within the suite of innovation support as a whole, eg SCIS, SMART, SPUR, Expert Help and other LEC programmes to ensure completeness, cohesion and fitness for purpose for future needs.  This review should focus particularly on how eg ITCs can be used to ensure companies’ most effective use of the programmes.  Recent evaluations of SCIS and SMART would provide evidence to this review

· Such a review would focus on the allocation of infrastructure costs among programmes. As this report highlights, much ITC and DC work pertain to other programmes but is funded through Expert Help. This is a serious resource allocation problem for the Network and such a situation distorts relative programme performance data.

· the detailed nature and future significance of these market failures is reviewed in the context of Scottish business growth and the competitiveness challenge faced by small Scottish companies.  This should consider the:

· likely future portfolio of clients, eg pre-start and early stage businesses as well as SMEs

· issues that are specific to service industry, as distinct from manufacturing clients

· the scale of activity required to yield the maximum opportunity from the Scottish company base

3 The Programme Organisation and Finance

3.1 Programme organisation

Expert Help has two elements:

· innovation and technology (ITC) and design counsellors (DCs)

· Grant Aid programme (diagnostic and consultancy)

3.1.1 ITC and design counsellors

· The programme has 10 ITCs and 3 DCs

· 1 programme manager and 1 senior manager

These staff are on fixed term contract salaries as employees of ESS Ltd, and ITCs and DCs are effectively seconded to LECs.  The programme management and reporting is provided by ESS Ltd which also administers counsellor recruitment, salaries and other personnel administration.  

The funding for ESS for the financial year ending March 2002 comprised:

	£680k
	ITCs and design counsellors’ costs

	£80k
	ESS management fee

	£230k
	Grant assistance (residual contract runouts)

	Total
	£990k


3.1.2 Grant Aid

All Grant Aid funds are administered by the LEC alongside their other innovation and business support programmes.   As a result, companies cannot differentiate whether support funding comes from Expert Help Grant Aid or other LEC innovation funds; hence attribution of additionality is very difficult particularly in the absence of a programme-wide monitoring framework.  There is only a rudimentary LEC reporting requirement to ESS Ltd for these funds. 
Within LECs the end of ring-fenced funding has resulted in the decline of visibility of the Expert Help ‘brand’ as the activities have been funded from a range of local business and innovation support programmes. 
3.2 Funding allocation

Funding for the current cycle of programmes is set out in the Scottish Office allocation letter of September 1998:

	October 1998-March 1999
	£1.5m

	1999-2000
	£2.8m

	2000-2001
	£2.8m

	2001-2002
	£2.8m


These funds are allocated to SE as a line item within the overall funding allocation.  Following the agreed practice of not ring fencing, the funds are available to SE to allocate to appropriate programmes and raises issues of Expert Help value added with respect to grants.

For the financial year 2001-2002, the allocation to ESS for the ITCs and DCs, covering managing fee and Grant Aid residuals was £990k as detailed above.  The remaining £1.8m for Grant Aid in pooled in SE innovation funding.

For purposes of comparison, funding for SCIS is currently £2.3m for the programme and SE have one person responsible for its management.  As with Expert Help, individual LECs use EU funds to add to the total value of company support.

Discussions with SE finance, SE business planning and Scottish Executive personnel confirm this flow of funds.  In preparing their business plans, individual LECs allocate funds to Grant Aid as they view appropriate.  No specific guidance is offered requiring them to deliver the programme.  As the ITCs and DCs are paid centrally through ESS Ltd, they are, in effect, a ‘free resource’ to the LECs which use them to support other technology-based initiatives. Thus, these initiatives are made to operate more effectively with none of the credit flowing to Expert Help.
In summary, the flow of Expert Help funds from the Scottish Executive identifies:

· full traceability to the ITC and DC costs and programme administration expenses

· no direct traceability to Grant Aid within LEC support for business innovation and growth.  This is consistent with the agreed practice of not ring fencing Scottish Executive funds, and LECs using local funding initiatives

3.3 Cost of alternative provision 

In light of the closure of ESS, alternative provision of the ITC programme was considered.  Alternative sourcing of ITC support may prove difficult and expensive.  Indicative costs of technical consultancy, assuming ‘bulk purchase’ of days, is in the range of £300-500 per day.  For the current programme this would gross up to 13 ITC/DC x 220 days/annum x £350 = £1,001k.

The additional SE management resources required to manage a range of independent contractors working at different times and rates should not be under-estimated

The costs of contract consulting are comparable with the recently tendered High Growth Support (HGS) programme where rates quoted by contractors are in the range £400-£600 dependent on the volume of days.  The HGS manager noted the significant amount of programme management time required to handle a range of part-time contractors.

£1,001k compares with the £680k cost of Expert Help councillors in the current financial year, an increase of 47% in costs.  However, the programme utilisation of councillors is not 100 per cent as much work is done for other programmes. Assuming a programme utilisation rate of 50 per cent, then the current councillor-cost of £680k should be only £340K.  This is the cost that would have to be absorbed by other technology-based programmes administered by LECs in the absence of Expert Help.

Assuming a pro rata burden among the 10 LECs, them there would be an additional cost of £34k per LEC if all councillor funding was removed from Expert Help.

Given the support ITCs provide ICASS and SCIS, as well as other support within LEC teams on general purpose business support, it is reasonable to fully account for councillor costs i.e. charge the SCIS budget the cost for ITC time spent on preparing a SCIS application.  

Alternative approaches, eg SE hiring ITC replacements would exacerbate the already difficult situation within SE where downsizing is leading to voluntary and compulsory redundancies.  During the time of this evaluation, the ITCs were made aware that their contracts would end in March 2003.  
What the councillors provide is a skills-set that must be retained by the Network. The issue is whether the home for the councillors should be the Expert Help programme. With the ending of hypothecation the grant element can emerge through other routes. With the low Expert Help utilisation of the councillors by LECs the Programme is perhaps an inappropriate home for them. 

Devolution of the Programme has allowed the LECs to identify the areas of pressing need for technology-based assistance. Expert Help was a successful vehicle for gathering a skilled cohort of technology experts at relatively low cost. With the changes taking place the need for a new vehicle to accommodate the councillors is required.

4 Programme Management – a LEC Perspective

This section focuses on the views from LECs on Expert Help and the fit with their suite of innovation programmes.

The devolution of the programme to the LECs has resulted in various approaches to how:

· ITCs and DCs are managed on a day-to-day basis

· much funding is available for client companies

· the programme is promoted

· the outcomes and impacts are recorded 

In line with the move to LEC management and no ring-fenced funding, specific programme identification under the KMIS reporting system was abandoned.  The programme is now one part of the innovation suite and LECs report under KMIS targets for innovation, eg new products developed.  (It has not been possible to access the programme’s data from KMIS).

The full suite of innovation programmes includes:

· ICASS; Expert Help

· SCIS; SMART; SPUR; SPUR+; RSA

· LEC specific innovation support programmes

· SE central, eg Proof of Concept, HEI commercialisation

Expert Help is delivered directly by Scottish Enterprise, and ICASS by Glasgow Opportunities.  LECs also deliver innovation support under a wide range of local programme initiatives.

The programme fills a LEC need to span ICASS, an information service designed for the pre-start up ideas, and the larger SCIS programme which allows funding up to £50k.  ITCs provide support to both these programmes in:

· ICASS – offering technical assistance to the ICASS counsellors who do not have a technical background

· SCIS – assist in preparing SCIS applications, ITCs now have SCIS targets

Given this crossover of support, it is important to recognise the value of ITCs role as they act as a conduit for other programmes that helps both companies and the delivery of the overall suite of innovation support.  It is reasonable to question what would happen to these programmes without ITCs, what extra effort would be required to deliver that support and how that would be funded.  Discussion with the SE Innovation Group confirmed their dependence on ITCs in achieving SCIS targets

ITCs are integrated within the LEC set-up and they are best placed to identify which of the innovation programmes is most suited to the client.  A notable finding has been the willingness of LECs and ITCs to give ‘best’ advice to clients and for ITCs not to direct clients exclusively to Grant Aid.  

This is an example of the Network working smarter and across initiatives to the betterment of clients. 

For most LECs the ITC plays a crucial role.  The ITC skill set is seen as unique and many stated that, without the current resource, they would have to create an ITC position.  Given the current pressures on SE headcount, this would probably require either an increase in the headcount limit or further redundancy to make way for the ITCs.

Expert Help is a useful vehicle to provide a significant amount of funding (potentially 50% funding up to a maximum of £12k, through Phase 1 and Phase 2 funding) that would not be included in any figure towards the European assistance limit of £64k.  This aspect of funding should not be abandoned lightly and is not related to issues of Programme administration.
It is possible for the Expert Help to exist as a ‘virtual’ programme i.e. a format that has no infrastructure costs but is able to be used to channel particular assistance at crucial times e.g. when a client has reached the £64k limit.
5 Programme Delivery – The ITCs and Design Counsellors

5.1 Introduction

This section summarises discussion with seven of the nine ITCs.  These interviews are appended.

As has been indicated, while ESS sets the framework for ITC activity, the practicalities of working in a LEC means that ITCs work beyond the Expert Help programme.  Hence, there is blurring between Expert Help and other innovation activity.  Indeed, this is evidence of a strategic, client-led approach to innovation support that is not restricted by a rigid, program-driven approach; and is an example of the Network working smarter to gain synergy between programmes.  

Devolution of the programme has allowed LECs to address different constituencies and this requires caution in comparing responses due to:

· some deal with many micro companies, while others focus on the larger account-managed company

· timing of ITC involvement

· the extent to which new and pre-start companies are involved

· the mode of delivery

5.2 The picture on the ground

The specific roles of ITCs have evolved differently.  At one extreme, SE Glasgow operates ITC services quite independently from a programme called Expert Help.  At the other, SE Ayrshire fully integrates ITC services in all aspects of innovation assistance.  

Apart from SE Glasgow, LECs offer a Grant Aid component, although the level of assistance varies considerably, with some of these funds being drawn from other innovation budgets.

Many ITCs stated their desire for a networking arrangement comparable to that used by the DCs and believe this would enhance client service.  This issue is discussed in the conclusions and recommendations.

5.3 The view from the Design Counsellor

Views were sought from the 3 DCs on their role and operational procedures.  

DCs contribute to at all stages of a product development cycle:

· concept testing

· specifying consultants’ brief

· development, manufacturing and marketing advice

· writing briefs and assisting in the competitive tendering process, eg providing names of up to 6 commercial designers/consultants

· assisting in due diligence and assessment of client companies

· assisting in patent searches

· assisting with technical and legal matters

The Design Counsellors while nominally located within LECs deal with companies throughout the country.  Due to short-term staffing difficulties in some LECs the DC has occasionally taken on an ITC role as well.  Around 85% of their time is devoted to Expert Help and this work comes from:

· 35% – ITC referrals

· 35% – Small Business Gateway

· 30% – ICASS

The unique DC service lies in connecting client ideas, business need and product development.  They also help clients access an extensive network of contacts in the commercial sector.  

This skills mix gives an early stage market ‘sanity check’ on the likely potential of the client’s new ideas, and commercial or technical deficiencies are revealed at a very early stage.

Much of the value in the service is hidden ie time and expenditure not wasted on unrealistic ventures. This is a major service to the client, and to the economy, in avoiding resource waste. Knowing when not to do something is just as valuable as knowing when to do it.  This aspect of DC work is under-recognised and probably undervalued.  

The benefit of DCs, particularly for pre-start and early stage technology companies is probably considerable.

· ‘preserving’ resources for more potentially successful ideas

· reducing early stage business failures

A key feature in the success of the DC role is their close networking and ability to span LEC boundaries.  Hence clients falling outside a particular DC’s technical competence are passed to another who can better service the client.  

Although none of the DCs mentioned resource constraints they do have to prioritise their service and do not have the time to follow-up those clients not returning after an initial interview.  The DCs are free to schedule their client contact in response to client need.

A concern was raised on how LECs filter potential DC clients.  This may have two consequences:

· favoured account-managed companies may be missing the DC service

· less promising companies may be directed to DCs

This may be the result of DCs not being located within a specific LEC and therefore not part of the local team and their networks.  This contrasts with ITCs who are more fully integrated in LEC innovation operations.

A second concern was the potential for a ‘conflict of interest’ in high growth start-up assistance and the role of the DC in providing assistance on e.g. IPR, patent search, market intelligence and technology advice that would otherwise incur considerable cost for the company. There is clear overlap between much of the DC activity and the work of high growth teams and some work should be undertaken to explore the nature of the fit between the two activities.
As with ITCs, DCs are able to provide LECs with a set of skills that they would not otherwise have in-house and this is acknowledged by LEC managers.  The unique value of the DC role lies in addressing a blend of technical and commercial information market failures.

Again the question is posed: do DCs have to be located within the expert Help programme or do their activities meld with high growth initiatives? If the latter is the case, then the issue of resource allocation is raised. 

6 Programme Performance with Client Companies

Client company attitudes to Expert Help were researched in:

· interviews on sample ITC clients (29)

· interviews with sample DC clients (9)

· postal survey of full client base (149 responses from 900)

The data and individual company case studies are appended.  The key issues raised in these interviews were:

· the firms were mainly small with less than 9 employees

· the companies are less than three years old, with the exception of two firms

· although some of the firms sampled had concentration on Scottish/UK markets the majority were aiming at global markets, with mainly global

· 60% perceive themselves to be in a fast growth phase

· 76% came to Expert Help via the LEC, often through other programmes

· companies expressed some confusion with regard to network programmes

· the main assistance sought from ITC (and DC) was:

· new product development 79%

· process development 41%

· design 48%

· management and business strategy 31%

· quality and safety 28%

· the purpose of the assistance was:

· penetrate new markets (48%) 

· improve existing market share (44%)

· improve profit performance (57%)

· improve management information systems (24%) 

· create new product or service (66%)

· 56% viewed assistance as being value for money, however many of the companies could not comment as it is too early to judge

· 85% were highly or very satisfied with ITC and DC services

· 90% were highly or very satisfied with Grant Aid assistance

· most firms cannot differentiate between ITC and DC, and Grant Aid, this is not seen as a problem

· only 8% of company projects would have proceeded without assistance, 32% would not have proceeded at all and 60% would have been delayed or on a smaller scale

· 62% reported decreased reluctance to use a commercial consultant

· 88% perceive the programme application process to be very good or good

· the majority of the firms interviewed were positive about the support, with quality typically more important than price  

· in all cases, the product/products were innovative and several firms had worldwide patents

· the firms interviewed were positive about ITC and only one significant complaint was recorded (regarding delays)

· in a third of cases ITC interviewed led to increased employment at this stage, but minor improvements to processes have typically resulted in improved efficiency, or at least removing an impediment to development.  In two thirds of cases, the firms are positive about the potential for growth or further improved efficiency as a result of ITC/DC help. 

· the most commonly stated benefit of the ITC was as a ‘sounding board’ - a resource that could be tapped into in an informal basis in many cases, firms had ‘non-exec director’ style contacts with the ITC, where the ITC helped shape events

· suggestions for improvement offered included expanding the scheme to take advantage of new developments in their industry

· firms would like information that could clearly identify schemes/help on offer, and they could be accessed

The DC client companies

Nine companies that had used DC assistance were interviewed.  They ranged from a biomedical testing company to a training services company.  Of the nine: 

· 4 are engaged with innovations that will have a major impact in their markets in terms of reducing costs, improving efficiencies and reducing environmental waste

· 2 of the companies were still in the pre-start phase

· 2 about to launch the product 

· 2 are trading. 

The experience of eight companies has been positive.  The type of advice proffered has been wide ranging and reflects the comments of the DCs, ie a broad mix of technical and commercial assistance.  

6.1 Analysis of client interview responses

Twenty nine companies were interviewed.  The relative lack of programme records made selection more difficult and ITCs and DCs who were asked to identify clients on the basis of:

· geographical spread

· a mix of length of time since intervention

· a mix of client experience

As a result of this study, the record keeping system was reviewed and has now been amended.

Comparison between data from the face-to-face interviews and the postal survey suggest that the sample selection methodology is sound.  The detailed results are appended.

A clear distinction between the set of companies interviewed this time, as compared to those from the previous evaluation, is the increased importance of pre-start-up and new start-up companies to the programme:

· a key feature is the ability of DCs to seek out the best funding package for the client, with most being directed to SCIS rather than Expert Help funding

· 2 of the companies were well along the funding route by the time they encountered the programme, one already having accessed £120k through the Proof of Concept fund, while the other learned of the programme through a product certification process

· in each case any additionality from assistance will be in terms of reduced time to market, rather than being the sole determinant of the product’s emergence.  However, by having contact with the companies the LEC will be in a strong position to assist in the next phase of development.

· one company is on the verge of a 50% increase in its workforce on the work of the commercial consultant identified by the DC.  The company was unable to undertake a full search of commercial design consultants and the one identified worked well.  If successful, this innovation will reduce costs by 95% as well as having a major impact on the environment.

Many of the companies interviewed have business development issues that will need to be addressed in the near future.  Others will need to consider the next phase in the innovation process.  The one area of complaint would not have arisen had an aftercare system been in place.

The interviews raise questions on the integration of the full suite of assistance for genuinely innovative companies.  For example, one company had great difficulty even finding out about Expert Help from the LEC; no-one had heard of it.

Comments from the nine clients interviewed on the DC support included:

· immediately understood the problem (two cases)

· demystified the design process

· help company learn about design

· company now able to assess value for money

· without DC, would not have succeeded

· lifted company to a different level

· patent gained, projected expansion and one new job created

· new product developed

It must be stressed that due to the devolution of the Programme the successful operations of councillors is not dependent on the location of the councillors within a specific programme called Expert Help. The issue of Expert help’s future and that of the councillors need not be inter-linked.

6.2 Analysis of postal questionnaires

Expert Help is designed for companies who:

· are seeking assistance with new product or process development

· are not displacing local competitors

· would not have progressed in the absence of the programme

The following data from the postal survey shows that the programme has been successful in each of these objectives and that the activities of the councillors is the key feature.

The programme was originally specifically designed for new and start-up companies and the data suggest that they get a real benefit.

6.2.1 Profile of the typical Expert Help company:

A manufacturer employing between one and nine employees with a sales turnover of up to £250k per annum and has been trading for between 10 and 19 years and is a private limited company with the majority of sales and competition lying outside its local area.

These are companies often at a critical stage of their development and looking for ways to add value or differentiate their product in the market. This is an area where the Network needs to do more. Further work needs to be done to capture the nature of the issues that such companies face at these critical junctures and for the impact of Network help to be recorded more accurately.

6.2.2 Summary comments:

· 162 companies responded to the questionnaire and most were very positive about the Expert Help programme

· 92 % of those questioned said that the Grant Aid assistance was good value for money

· 54 % of our sample would be prepared to pay for a counsellor

· on average there were five contacts with a counsellor

· one half of enquiries were dealt with directly by the counsellor, with the other half being directed to another source of help

· although most (70 %) of companies heard about the Expert Help programme from their LEC, some 12 % heard by “word of mouth”

· the willingness to pay for counsellor assistance grew as companies became more established.  Pre-traders and start-ups were least willing to pay

· young companies used the scheme to penetrate new markets and old companies to increase market share

6.2.3 Overview from the postal survey:

· of the 149 valid responses 63 companies (42%) had no sales whatsoever in the local area

· companies sent 77% of their output to markets outside of the local area

· on average only 12% of respondents had local competition, and the vast majority of competitor companies were based outside Scotland, often overseas

· the most common reasons for seeking advice:

· new product development (70%)

· business strategy (33%)

· design (25%)

· process development (18%)

· 34% of respondents reported some impact on sales

· 31% of respondents reported some impact on efficiency

· 29% enjoyed a beneficial impact on profits

· between 10% and 15% detected no discernable impact

· funded assistance has had some impact (major or minor) on sales, profitability, employment and efficiency

· around 25% felt the scheme had boosted non-Scottish sales

· those reporting an impact on sales had on average 63% of sales outwith Scotland

· where the counsellor had a major impact on jobs, 54% of competitors were located outside of Scotland

· the majority of companies would either have gone forward on a smaller scale or not at all if the programme had not been available

· participation in the programme meant that around one in three companies were less reluctant to use commercial consultants than before the programme

· around three-quarters of those who rated the service highly were willing to pay, compared to only 13% who were not satisfied

· although helpful to companies of all ages, the counsellor scheme was particularly useful for pre-traders

· the majority (80%) of pre-traders would either have not have gone forward or proceeded on a smaller scale without the counsellor

· 35% of those in our most commonly occurring age group (10-19 years) would have gone forward on a smaller scale without counsellor assistance

It is clear that a monitoring and evaluation framework would have picked up on these data and helped to direct LEC resources more effectively. Irrespective of Expert Help’s future, it is vital that a monitoring framework is in place to capture the contribution of LEC-based technology initiatives.
7 Conclusions and Recommendations

Conclusions and recommendations for future operational effectiveness based on the evaluation evidence are set out below.

7.1 Conclusions

As a result of the 1998 Turok evaluation, the programme was changed to suit individual LECs’ requirements and effectively ceased to be a national programme.  This ‘devolution’ has created different approaches to programme eligibility, application procedure, type of project funded, and system of monitoring and final reporting.  

The reasons to continue Expert–Help-type assistance include:

Market failure

· the programme is largely being used to address its target issues, ie new product and process development 

· the programme is addressing an identified market failure, and whilst there has been some success, there is evidence to suggest that market failure may be intensifying as competitiveness is increasingly underpinned by new product and process technologies 

Role as ‘Honest Broker’

· the counsellor’s ‘honest broker’ role in technology issues is valued by the companies and can be summarised “they speak our language”.  There is an implication that others do not

· the ITCs and DCs offer a pool of technical competence that the LECs do not have, view as valuable and may be difficult to source elsewhere

· the ‘honest broker’ role may be difficult to emulate were the ITCs no longer perceived by companies as SE employees, but as commercial technology consultants 

Integrated Delivery

· the signposting and diagnostic activity is informing companies of a wide range of innovation support beyond Expert Help, therefore enabling ‘best fit’ for the company

· the companies’ opinions, on a range of impact measures such as sales, profitability, employability and company efficiency, were positive for both the ITC and Grant Aid elements of Expert Help

· Grant Aid funding fills a gap in provision between ICASS and SCIS 

· the ITC’s have a role which is central to several parts of the innovation suite, ie Expert Help, SCIS and ICASS.  This is an influential, and potentially powerful, role for which there is no obvious replacement.

Scottish Enterprise Structure

· LECs noted that the ITC not being on their headcount was a particular attraction given SE pressure on staff numbers

Evidence in this evaluation demonstrates that Expert Help through councillors is addressing a strategic priority of innovation as a route to competitiveness with some measure of success.  

7.2 Future risks 

The evaluation highlights the value, and relative uniqueness, of technologically competent innovation support advisors to companies and to the SE network.  This asset is now at risk because of: 

· fragmentation as a result of local delivery

· the current SE headcount and productisation processes

The evidence from LECs highlights a series of local versus central dilemmas in managing and delivering technically competent advisory services to this has been added the termination of ESS involvement.  Should the current organisation structure of Expert Help remain under a different guise within SE then three risks are posed:

· diffusion – uneven significance and positioning within the LECs with the risk of sub-optimal of effectiveness and poor linkages with other innovation programmes eg SCIS, SPUR

· dilution – the loss of ITC networking that maintains and enhances a critical mass of competences through ongoing learning from each other’s experience

· drift – technologically skilled, and relatively rare, people resources pressured to spend their time on non-technology business advisory work

Evidence from this research suggests that, in the absence of a central management process, there has been a tendency towards uneven regional variations as LECs differ in their utilisation of Expert Help.. Comparing the different experiences of ITCs and DCs in maintaining their networks after decentralisation of the programme supports this view. The issue of drift remains an issue only in terms of a centrally run programme and is not an issue if full programme devolution is followed. The closure of ESS is an opportunity to recognise how the Programme has evolved, how it is being used locally and how it fits within other technology-based programmes. This recognition is presented below in terms of a set of alternative scenarios for the Programme’s future.
7.3 Future options – what services should Expert Help deliver?

This evaluation highlights two strategic issues for the future of Expert Help:

· the growing separation of the ITC/DC and Grant Aid elements of the programme

· organisation of the programme delivery

It is recommended that the de facto split in the programme between counsellor assistance and Grant Aid assistance be made explicit.  The counsellor provides an innovation advice role beyond that of Expert Help and this benefits all innovation programmes.  

The options are:

· continue with the current structure

· stop offering Grant Aid, leaving Expert Help exclusively as ITC/DC advisory services

The unique value in Expert Help is the ITC and DC competence.  In ‘brand’ terms, Grant Aid is now weak having been subsumed within other LEC funding sources.  In contrast, the ITC is potentially strong and clear.  To achieve the national objective of uniformity of access, delivery and effectiveness in innovation support, focusing the Expert Help ‘brand’ on ITC and DC, ie the experts, would add clarity for the companies and LECs. 

In considering the end of the Grant Aid funding and the strengthening of the ITC/DC network, one potentially significant risk should be considered.  Disconnecting ITCs and DCs from any direct source of support funding will make them reliant on LEC programme funds.  As full members of LEC staff, that should not be a problem.  However, alternative organisational options, eg privatising the programme, would disconnect the expertise from the funding.

This creates risks to delivery effectiveness in:

· potential for ‘turf wars’ between LEC and ITC-DC personnel

· bureaucratic barriers – the processes required to spend, often very small, money on eg a patent search process

7.4 Future options - how should Expert Help be delivered?

It is recommended that the cadre of ITCs and DCs be recognised as a knowledge asset or ‘internal consultancy’ that could be delivered more effectively either inside or outside the Scottish Enterprise organisation.  A success measure in choosing the best delivery mechanism should be its capability to continuously improve the technical integrity and delivery effectiveness of the service to companies.

Options for the future delivery organisation include:

1
Status quo

· no longer available as, during the period of this review, SE decided to cease ESS operations

· ITC and DC personnel

2
LECS employ directly the ITCs and DCs

· evidence suggests that this risks dilution of the pool of expertise

· recruitment and retention of expertise would be lost without a 
central hub

· cross-LEC boundary work, which theoretically possible would
decline, reducing the availability of appropriate skills nationally

· in the medium term, it is likely that the ITC resource would be lost

· LECs would retain the expertise and a valued technical resource

· assuming the enforcement of appropriate guidelines, the 
networking process could be retained

· a management resource would still be required for the group as a 
whole if the networking benefits are to be retained

· SE headcount limitations would require displacement of other staff

3. Operate as a central SE project from within SE Innovation Team
· this would offer benefits of specialisation of innovation skills

· may offer better fit with other innovation programmes and other benefits of concentration of expertise

· would continue effective support of SCIS and SPUR application processes

· the resource and headcount implications for SE would be as in option 2 above

4.
The programme is spun out to a private sector contractor

· follows the SE model for High Growth company support 

· avoids SE headcount restrictions

· could enable concentration of expertise and focus on innovation support within one team

· incurs considerable extra costs in day rates for contractors which are likely to be higher than current 

· adds costs for SE managing the programme with a wider range of contractors

· companies’ reaction to the loss of the ‘honest broker’ may not be favourable, hence damaging the programme

· takes the ITCs formally outwith the LEC workforce and may have them seen as external consultants; the basis of the working relationships would change significantly

Options 3 and 4 would deliver Expert Help as effectively as the present organisation.  Option 3 would be similar to the current structure with the additional benefits of better integration with the full innovation suite with consequent benefits to the companies.  Option 4 would be at a markedly higher cost for staff and support services.  Option 4 also carries risks in how it would be perceived by LECs and client companies.  More detailed work on the cost, benefits and feasibility of these options is required.  

The evaluation has provided sufficient information to justify the continuation of the Programme’s value added element: councillor activity. It is critical that discussions are conducted with the various partner organisations to consider the issues and implications highlighted in this report prior to selecting the most appropriate option. The consultants would be pleased to facilitate this process and support the parties in reaching a decision.

As a starting point two scenarios are presented. These are tentative propositions and will need to be explored in greater detail. The report has identified the value added and the linkage between technology-based programmes that must not be lost. It is now time to look at novel solutions that recognise the linkage between programmes and the needs of holistic monitoring and evaluation as set out in the balanced scorecard approach, and to design a new vehicle which will carry the identified value added without duplicating infrastructure costs.
Scenario planning:
Since the research for this report began a strategic decision has been made to close down the activities of ESS Ltd. This change occurs at a crucial time for Expert Help in that it has to find a new home.

This report identifies the location of Programme value and addresses the question that the closure of ESS Ltd. raises: is there a more effective vehicle to deliver the benefits of Expert Help? Does the delivery solution have to involve a named programme?

It is clear that the Programme’s value lies with the skills-set that it has acquired through the councillors. The acquisition of this skills-set and the permissive use by LECs have enabled other technology-based programmes to be more effective, both to the client and to the Network.

Useful but not necessarily a component of the Programme is the grant element. The end of hypothecation has removed the need for this funding to be located within the Programme.

In the light of this a number of scenarios are presented:

Scenario 1:

Continuing with the Programme as a centralised SE programme or ‘projectised’ service. This requires the following of actions to improve its effectiveness for clients and SE:

· SE recognises the risks of fragmentation and dilution evidenced in this evaluation and implements appropriate processes to ensure the integrity of this technical competence, and knowledge asset in its portfolio of business support services.  This may fall within the BT productisation process, at this time Expert Help is not on the planned  BT programme

· central management systems are designed to ensure ongoing recruitment, retention and development of an appropriate portfolio of technical competences uniformly across Scotland

· ITC group networking procedures are re-established formally to ensure effective informal knowledge transfer and individual development.  The ITCs are a knowledge asset that is not currently managed in ways that maximise their experience for use to best advantage for the Scottish economy.  An appropriate IT system could enhance this

· effective programme, performance monitoring and measurement system operating guidelines are designed and implemented with immediate effect.  This framework would articulate with KMIS and the targets set by the programme’s project approval papers.  Informal evidence suggests that value is being added, but it cannot be quantified at this time
· the SE monitoring and evaluation framework should extend beyond the standard measures to include business development issues, and to develop indicators that will reflect the changes that  successful innovation brings to company development.  Avoiding wasted time and money should also be recognised as a significant TC/DC support

· consideration should be given to the introduction of some form of aftercare in order that the full commercial potential of the innovation process is exploited.  This aftercare could link with SE’s high growth team to identify companies with potential and accelerate them along a high growth path.  Introducing such a mechanism would also make it possible to measure outputs more accurately as they emerge

Implications of this Scenario:

There would have to be funding for the Expert Help infrastructure and a location for this infrastructure found within the Network. This may be difficult given the loss of the ESS managing vehicle and the constraint on Network headcount.

Scenario 2:

This would be to recognise that much of Expert Help’s contribution was in helping other technology-based programmes operate more effectively. The key here is the councillors rather than the grant aid. 

The work of the councillors should continue but as part of a general technology-based suite of programmes. They would be managed at LEC level and this would clarify the resource allocation issue as well as programme attribution. This arrangement would remove the need for a managing infrastructure and thus save resources. In its place would be a monitoring and evaluation framework that covered technology-based assistance.

Grant aid has not been ring-fenced for some time and as such there is no need for an Expert Help home to assist in its disbursement.

Consideration should be given to maintaining the Expert Help brand as a means of helping clients who may reach the £64k ceiling. However, this effect can be achieved through having Expert Help as a virtual programme. This is a novel approach and would need further discussion.

Implications of this scenario:

Removal of infrastructure costs and the adoption of a holistic approach along the balanced scorecard approach. The embedding of Expert Help’s value added into the suite of technology-based programes will be achieved.

Problems of LEC funding (average £34k per LEC) and effective networking between councillors will need to be resolved. Again, the need for contiguous LECs to co-operate will ease some of the networking issues.
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