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Executive Summary

Introduction and Evaluation Methodology

Frontline Consultants was commissioned to evaluate The Improvement Programme.  In 2007 Scottish Enterprise approved funding for Investors in People (IIP) Scotland to deliver the Programme.  The Improvement Programme is a structured approach for business improvement for small to medium sized businesses.  It is designed to stimulate and challenge businesses to improve performance and to maximise the potential of their people.  Since it was established 120 companies have participated, with 39 having completed the IIP assessment and the remaining companies actively participating on the Programme.  

Frontline’s approach to this evaluation has focused on developing a robust evaluation and impact assessment that meets best practice guidance in the HM Treasury Green Book and Scottish Enterprise Impact Assessment Guidance.  The evaluation included discussions with stakeholders in Scottish Enterprise, IIP Scotland and the delivery contractor, Moon Developments.  In addition a sample of companies, including current participants as well as those who had successfully completed the Programme was surveyed.  

Rationale, Inputs and Activities

The original approval paper for The Improvement Programme did not include a market failure rationale for investment.  Instead the strategic rationale and objectives were about developing a programme that focused on developing competence, capabilities and culture as well as a pipeline of growing companies.  In addition the programme was designed to increase IIP Scotland’s assessment activity. However, a review of the market failures in this area highlighted evidence of labour market externalities, public goods, the poaching problem as well as asymmetric information.

The Programme has been funded to the value of £209,409 by Scottish Enterprise.  In addition, IIP Scotland made an investment of £113,239 and companies contributed £208,557.  The total investment in the Programme was £531,205.  Based on 120 companies participating in the Programme, this represents an investment of £1,734 per company.  The leverage ratio of public versus private sector investment was 1:0.64.  

The Improvement Programme is a structured learning journey and each participant business benefits from the following elements; five workshops covering key management themes, access to the IIP interactive online tool, one-to-one support and an IIP assessment.  

Evaluation Evidence from Stakeholders

Core consultees interviewed indicated that there were some challenges associated with the project start up phase which delayed project progress.  This included a delay in contractual negotiations between IIP Scotland and delivery contractor, Moon Developments.  In addition the efforts to recruit companies through a direct marketing agency did not generate a sufficient volume of quality leads, nor was it a cost effective approach.  While these setbacks did have a negative impact on the Programme initially, it is worth noting that Scottish Enterprise and IIP Scotland have learned lessons from these challenges.  

While the Programme experienced difficulties in the early stages, there was a consensus that things improved significantly once delivery commenced.

A large number of Programme strengths were identified including the structure of the programme, that is the fact that companies were provided with a set of tools, systems and processes to help improve their management style.  In addition the Programme provided companies with time out away from their business to really consider their competitive advantage and how they should capitalise on that.  

A number of challenges were also raised including the absence of IIP Scotland or Scottish Enterprise branding which resulted in companies associating the Programme with Moon Developments.  Also the Programme delivery style meant that IIP Scotland continued to remain distant from companies which was at odds with their original objectives.  To address this, IIP Scotland has re-designed their approach to relationship management, ensuring that they have a stronger relationship with companies from the first point of engagement. 

Evaluation Evidence from Participants

The key motivations for companies to engage with The Improvement Programme included; to improve business productivity, to create an organisational culture which would improve financial performance and to use the Programme as a stepping stone towards achieving IIP accreditation.  Overall company feedback was very positive with 97% of companies either very satisfied or satisfied with the service.  

Companies also reported that their knowledge and behaviour around key management areas; strategic planning and effective management, organisational culture and communication and recruitment and training had improved as a result of their participation on The Improvement Programme.  For example, 96% of companies reported an improvement in knowledge around ‘effective approaches to management which enable a business to proactively identify areas for improvement and change’, of these 58% of companies went on to improve business practices in this area and a further 35% went on to introduce new business practice in this area.  

Impact Assessment

The overall impact of the scheme amounts to turnover to date of £1.6 million NPV, a cost benefit ratio of 1:4.56.  If future impacts are considered the total net additional impact by 2012 could amount to £5.2 million of turnover NPV.  This would amount to a potential cost benefit ratio of 1:10.20 – a strong impact from a modest investment.

At the economy level the GVA impact of The Improvement Programme to date was £752,944 NPV.  This amounts to a GVA cost benefit ratio of 1:2.16, representing a strong impact to date.  If future impacts are considered the total net additional GVA impact could amount to £2.5 million or a cost benefit ratio of 1: 4.86.

Overall, the early difficulties associated with the scheme appear to have been overcome and resulted in a project that has proved valuable to business and resulted in an impact substantially greater than the initial investment.  

Conclusions and Recommendations 

The key evaluation conclusions are that:
· the Programme has a strong fit with the aims of the Government Economic Strategy and the policy aims in Scottish Enterprise’s Business Plan
· it suffered initial setbacks which delayed progress.  These issues have all been addressed and the Programme now appears to be working well

· it is viewed positively by current and recent participants with companies citing high levels of satisfaction with the content and delivery of the Programme.  Importantly the Programme is improving levels of company knowledge around key management areas and this is leading business to introduce new and improved business practices

· the Programme has generated GVA impact of £752,944 NPV.  This represents a GVA cost benefit ratio of 1:2.16, a strong impact to date

The key recommendation is that if the Programme is to fit with Scottish Enterprise policy going forward, the target audience would need to be reviewed to reflect the Agency’s focus on growth companies and key sectors.  

1 Introduction

The Government’s Economic Strategy sets out that improving performance and competitiveness among the business base is key to addressing Scotland’s lagging economy.  This is a challenging and complex task, however the Investors in People Standard is well placed to contribute to this aim.  The IIP framework has a sound track record in supporting businesses to set the right objectives for growth and improvement and to develop staff to meet these objectives.  

The Scottish Government has responsibility for IIP and advice and assessment is delivered through the two enterprise agencies and Investors in People Scotland (IIP Scotland), a subsidiary of Scottish Enterprise (SE) and Highlands and Islands Enterprise (HIE).  

In the UK over 35,000 organisations have achieved IIP recognition by meeting best practice criteria.  The Board of IIP Scotland has ambitious plans for growth, aiming to increase the number of Scottish companies working with the IIP Standard to 10,000 by 2010.  The Improvement Programme was established in 2007 to help achieve this goal.  The Programme represents an extension of IIP Scotland’s role in providing advisory activities to clients through a range of specialist assessors, advisers and preferred partner organisations.  

1.1 Study requirements 

Scottish Enterprise wanted an evaluation of The Improvement Programme.  The key aims of the evaluation were to assess: 

· economic impact

· the market failure justification and the extent to which this has changed

· client satisfaction

· displacement of private training providers

· whether the Programme is boosting the pipeline of potential growth companies 

· effectiveness and quality of client contact 

· overlap and duplication with other SE products or services

· how the Programme could be improved 

The evaluation was to include a series of discussions with stakeholders in Scottish Enterprise, IIP Scotland and the delivery contractor, Moon Developments.  In addition a sample of companies, including current participants as well as those who had successfully completed the Programme was surveyed.  

1.2 Our approach
Frontline’s approach to this work has focused on developing a robust evaluation and impact assessment of The Improvement Programme that meets best practice guidance in the HM Treasury Green Book and Scottish Enterprise Economic Impact Assessment Guidance.

Frontline adopted the Kirkpatrick model to complement our tried and tested approach to evaluation as learning.  The Kirkpatrick approach is a globally recognised model which we have used in reviewing learning and development programmes to identify the impacts generated (and forecast) as a result of The Improvement Programme.  The Kirkpatrick approach measures company experiences at four levels:

· reactions –  satisfaction with the different elements of the Programme
· knowledge – measuring any changes in knowledge, skills or attitudes resulting from the different elements of the Programme
· behaviours – measuring changes in behaviours – either new or improved activity resulting from the support

· results – measuring  the impacts resulting from the support

In this way, we have captured the impact as well as understanding how and why this impact has been achieved.  Understanding the ‘how and the why’ is important as this provided us with a more clearly defined evidence base for the impact assessment.

Our method covered a five stage process as outlined below:

· inception

· review

· consultation

· survey

· analysis and reporting



A range of background material was reviewed including: 

· the original approval paper

· key policy and strategy documents

· Scottish Enterprise internal review of The Improvement Programme, August 2008

· IIP Scotland management report for The Improvement Programme

· Wider research on the benefits of IIP status, including the Investors in People Impact Assessment 2004 by Databuild Research & Solutions and the Cranfield School of Management study, The Impact of Investors in People on People Management Practices and Firm Performance

Four interviews were undertaken with key stakeholders and 36 companies were consulted with.  A full list of consultees is provided in appendix 1 and businesses surveyed in appendix 2.

2 Rationale, Inputs and Activities

2.1 Rationale

The original approval paper for The Improvement Programme did not include a market failure rationale for investment.  Instead the strategic rationale and objectives were about developing a programme that focused on developing competence, capabilities and culture as well as a pipeline of growing companies.  In addition, the programme was designed to increase assessment activity associated with IIP Scotland.  It was therefore a rationale focused on an opportunity to develop businesses in line with an internally recognised best practice framework.

While there was no market failure articulated in the approval paper, there is evidence
 of market failures in this area focused on:

· Labour market externalities and the poaching problem:  focused on the staff who are up skilled being poached by rival firms resulting in an externality.  As a result the companies do not get the full return from their investment leading to under investment in workforce development and planning

· Public goods: linked to the labour market externalities point above, with skills in business improvement and workforce development bringing positive externalities and wider spillover benefits to the economy

· Asymmetric information: where purchasers of products or services do not understand the quality of suppliers (because of better strategy, management and employee development strategies) and therefore are unwilling to pay a high price associated with it.
This suggests that there could be a market failure in this area – though this was not articulated in the programme approval paper.

2.2 Inputs

2.2.1 Projected inputs
To date Scottish Enterprise has approved funding of up to £209,409 to support The Improvement Programme (including the costs of evaluation), this funding was provided over a two year period.  The projected contribution by each of the parties, estimated at approval in 2007 is compared with the actual contribution made in the table below.   

The Improvement Programme Funding Contribution 


Table 2.1

	Contribution
	Investment

£
	Differential -£
	Proportion %
	Differential 

%

	IIP Contribution – Approval 2007
	45,000*
	
	10
	

	IIP Contribution – Actual 2009
	113,239
	68,239 (+)
	21
	11 (+)

	SE Contribution – Approval 2007
	209,409
	
	46
	

	SE Contribution – Actual 2009
	209,409
	(-)
	40
	6 (-)

	Employer Contribution – Approval 2007
	199,409
	
	44
	

	Employer Contribution – Actual 2009
	208,557
	9,148 (+)
	39
	5 (-)

	Total contribution
	531,205
	77387
	100
	n/a


Sources: 2007 Approval Paper and IIPS Scotland 2009

*At the time of approval IIP Scotland estimated an investment of £20,000 of their staff time over the lifetime of the project, this was not explicitly included in the project cost table.

IIP Scotland’s investment in The Improvement Programme was higher than originally anticipated.  Following an initial period of contracting out marketing activities, it was decided to bring this in-house.  This had cost implications for the organisation and for the Programme.  Employer contributions were slightly higher than expected at approval stage, this differential was not unexpected as it was difficult to accurately forecast this contribution at the outset, given that the cost for accreditation varies depending on company size.  Based on 81 companies participating in the programme, this represents an actual financial investment of £1,738 per company.

The total public sector investment in The Improvement Programme was £322,648 and the total private sector investment was £208,557.  Therefore, the leverage ratio of public versus private sector investment was 1: 0.64.  From a Scottish Enterprise perspective, the leverage ratio against private sector investment was 1:1.00.  This demonstrates a strong interest in the Programme from the private sector, with this willingness to contribute 50% of project costs.  

2.3 Activities

The Improvement Programme is a structured approach to business improvement for small to medium sized businesses.  It is designed to stimulate and challenge businesses to improve performance and to maximise the potential of their people.  

The Programme is a structured learning journey and each participant business could benefit from the following elements: 

· 5 workshops covering key management areas; strategic planning, culture and communication, developing people, effective management and managing performance.

· an IIP interactive online tool 

· one-to-one support

· an IIP assessment

There is a clear synergy between the content of different elements of the Programme and the order in which they are delivered to companies.  This is highlighted in Table 2.2 which shows high levels of use across each programme element by the majority of companies.  The workshops represent an opportunity for senior management to improve their knowledge of management areas and share ideas with other business leaders.  When companies go back into the business, they can then tap into the IIP interactive tool to support them to implement new ideas that have been generated.  One-to-one supports tended to be provided towards the latter stages of the Programme, once businesses have had a chance to assimilate as much information as possible and are in a good position to have an in-depth discussion about the future direction of their business.   All of this support is provided in advance of the IIP assessment, ensuring that businesses are well prepared for assessment.

In total 120 companies have benefitted from the Programme.  Of these, 39 companies have completed the Programme and gone to become IIP accredited, while 81 companies are still actively involved in the Programme.  

For those 39 companies who have completed the Programme, the table below sets out the extent to which companies accessed the various supports available under the Programme.   

Supports Accessed by Companies




Table 2.2 

	Improvement Programme Support 
	% of Companies

	Attended all five workshops
	82%

	Attended 3-4 workshops
	10%

	Attended 0 workshops
	8%*

	Used the IIP interactive online tool
	95%

	Accessed one-to-one support
	90%


* While some companies did not attend any workshops they had accessed the interactive tool or one to one support

Source: IIP Scotland 2009

This shows that the majority of these companies have made full use of the resources available to them, with over 80% of companies attending the five workshops, in effect taking five days out of the business.  The interactive online tool and the one-to-one supports have also been heavily used with 95% and 90% of companies accessing these supports.  However, 8%of companies have not attended any workshops, these companies will still be eligible to go forward for IIP accreditation.  
There are 81 businesses still actively involved in the Programme.  These businesses are all at different stages and so have had varying levels of exposure to different elements of the Programme.  To date 85% of companies have participated in at least one workshop, 72% have accessed the IIP interactive online tool and 27% had accessed one-to-one support.  Of these companies, 79% have a date in place for IIP assessment.  An exploration of added value impact by intensity of support is considered in section 5.6.
2.4 Progress towards targets

At approval stage in 2007 a range of targets were agreed between Scottish Enterprise and IIP Scotland for the Programme, however, due to slow take up and issues about the quality of leads generated, the focus for IIP Scotland shifted onto short term recruitment and delivery limited ongoing monitoring of targets.   A summary of progress is provided in the table below: 

Progress Towards Targets 





Table 2.3

	
	Target at approval – April 2007
	Target achieved – March 2009

	Target number of non client/account managed companies to participate
	122
	120

	Target companies identified through marketing activity
	3,000
	Has not been tracked

	Companies to participate in IIP workshops
	130
	105*

	Companies to complete IIP Assessment
	85%
	86%

(33% completed and 53% scheduled to take place by March 2010)

	Overall satisfaction rating with IIP advisory programme
	80%
	87%**

	Percentage of companies with growth potential with the possibility to become Account or Client Managed
	20%
	Has not been tracked***


*the consultancy brief for the evaluation suggested that 124 companies had completed workshops as of March 2009, however based on a  review of information provided by IIP Scotland, it appears that 105 companies have completed workshops.  

** based on 34 company responses as part of the telephone interviews and e-survey undertaken for this evaluation

*** progress towards this target was never tracked, given Programme delays it was more important to ensure that there were sufficient participants regardless of whether they had growth potential or had potential to become a client account managed company
This table shows that The Improvement Programme has made good progress, albeit over a longer timeframe than planned, against the majority of targets set.  It took longer than anticipated to recruit participant companies for a number of reasons, including:

· a delay to project start-up 

· shortage of IIP Scotland staff resources

· under estimation of the length of the sales cycle of the Programme 

By the time the Programme is completed in March 2010, it is forecast that 86% of companies will have completed their IIP assessment.  At present 33% of companies have completed their assessment, with 53% of companies due to complete before the end of March 2010.  While these companies are all engaged in the Programme, this is an ambitious target and progress will need to monitored closely between now and then. 

Satisfaction among participant companies is very high with 87% of respondents to the telephone and e-surveys reporting that they were either ‘very satisfied’ or ‘satisfied’ with the Programme.  

While Scottish Enterprise set a target that 20% of participant companies should have growth potential and the possibility of becoming account client managed, this was never tracked or monitored as the Programme progressed.  However, it would be worthwhile to take a retrospective look at the companies who are now accredited/have accreditations scheduled to understand whether any of these have potential to become Scottish Enterprise client account companies. 

2.5 Fit with strategy

At approval stage in 2007, the strategic objectives of The Improvement Programme could be summarised as follows: 

· increase the number of Scottish IIP recognised companies

· increase the competitiveness and performance of Scottish companies

The objectives of The Improvement Programme were, at that time,  in line with the priorities set out in Scottish Enterprise’s Skill Strategy; developing competence, capabilities and culture.  The Improvement Programme was also viewed as an appropriate vehicle to develop a pipeline of growing companies.  The Improvement Programme was also intended to contribute to Scottish Enterprise’s Operating Plan measure of “companies implementing workforce development to support growth”.  

Below we look at how The Improvement Programme fits with the current priorities of the Scottish Government and Scottish Enterprise.

2.5.1 Fit with Government Economic Strategy

Scotland’s economic growth has underperformed relative to the UK and other small European countries over the last thirty years.  To address this, The Government’s Economic Strategy has set ambitious growth targets; 

· to match the GDP growth rate of the small independent EU countries by 2017

· and in the shorter term , to raise Scotland’s growth rate to the UK level by 2011  

Significant economic growth will be required to achieve these targets.  The Strategy highlights that increasing the level of labour productivity and competitiveness will be key to achieving sustainable economic growth.    Productivity and competitiveness are at the heart of The Improvement Programme.  The Programme offers a structured approach to improving business performance through developing people.  The Programme focuses on productivity, efficiency and ultimately the business bottom line.  

In addition The Scottish Government Economic Strategy recognises the importance of the business base as the driver of sustainable economic growth.  The strategy identifies the creation of a supportive business environment as a strategic priority.  Six strategic approaches are listed under this priority and two of these provide a good fit with the ethos of The Improvement Programme: 

· responsive and focused enterprise support to increase the number of highly successful, competitive businesses.  

· a broader approach to business innovation in Scotland that moves beyond viewing innovation as the domain of science and technology alone.
The support provided under The Improvement Programme is designed to enable businesses to take ownership of a business improvement approach.  The range of support provided, such as the workshops, online tool and one-to-one support provide a holistic approach designed to really change knowledge as well as behaviour, with the aim that the benefits gained by business will be sustainable and will enable them to remain successful and competitive long after they have completed the Programme. 

The Improvement Programme also encourages business to view their people as a key source for innovative ideas which will develop and consolidate their competitive advantage in their sector.  

This clear fit with Government Strategy presents a compelling case that initiatives like The Improvement Programme have a real and important role to play in raising the overall competitiveness of Scotland’s business base.  

2.5.2 Fit with Scottish Enterprise Business Plan

Working within the framework of the Government’s Economic Strategy, Scottish Enterprise has a key role to play in tackling Scotland’s lagging productivity performance.  To achieve this, the Scottish Enterprise Business Plan 2009-2012 has focused on three key areas of activity: 

· supporting enterprise in growth companies and key industries

· promoting innovation to improve productivity and achieve competitive advantage

· stimulating investment in both physical infrastructure and companies
The objectives of The Improvement Programme provide a good fit with these areas of activity, with the key focus on encouraging businesses to improve their competitiveness, productivity and ultimately business performance. 

However, since approval of the Programme in 2007, Scottish Enterprise has developed a new focus (Enterprise, Innovation and Investment) to work with growth companies as well as companies in key sectors.  These are outlined below along with the proportion of companies from the survey who match with the sector
,
· energy (1 company, or 4% of the group for which the SIC code was known)
· textiles (no companies)
· life sciences (1 company, or 4% of the group for which the SIC code was known)
· digital markets / enabling technologies (1 company, or 4% of the group for which the SIC code was known)
· aerospace (no companies)
· defence and marine (1 company, or 4% of the group for which the SIC code was known)
· tourism (1 company, or 4% of the group for which the SIC code was known)
· chemical sciences (1 company, or 4% of the group for which the SIC code was known)
· construction (4 companies, or 16% of the group for which the SIC code was known)
· food and drink (no companies)
· financial services (no companies)
· forest industries (no companies)
· manufacturing (no companies)
This means that of the 25 companies for which a SIC code was held 60% fall outwith the Scottish Enterprise key sectors, while 40% fall within a key sector.  If The Improvement Programme is to remain appropriate for Scottish Enterprise client companies, then it would need to apply a range of new criteria to its recruitment process to ensure clearer fit.

3 Evaluation Evidence from Stakeholders

This section of the report provides feedback from a small number of consultations with key staff within Scottish Enterprise, Investors in People Scotland and Moon Developments.  The discussions centred on: 

· programme rationale and objectives

· programme delivery processes and monitoring

· programme strengths

· programme weaknesses/challenges

· the future of the programme
3.1 Programme rationale and objectives

Following Scottish Enterprise’s restructure and reprioritisation across key sectors, there needed to be a programme to service all businesses regardless of sector.  However, within this SE had a specific objective to record and capture a small number (20-30%) of the companies with growth potential.

The traditional model of one-to-one learning needed to evolve.  This was driven by the need for greater cost efficiencies and also the desire to test out the wider benefits associated with the one-to-many learning model. The Improvement Programme provided an opportunity to fill this gap and to test out this alternative learning model.  

Both Scottish Enterprise and IIP Scotland identified a range of programme objectives.  These include: 

· IIP Scotland to take ownership of the accreditation pipeline – within IIP Scotland there was a desire to reduce dependency on Scottish Enterprise and Highlands and Islands Enterprise for accreditation referrals. A change in Scottish Enterprise policy meant that they were no longer providing funding for re-accreditation. The Improvement Programme represented a clear opportunity for IIP Scotland to develop its own pipeline going forward

· identify growth potential companies – Scottish Enterprise wanted to use the Programme to generate a pipeline of potential growth companies
· increase the number of companies achieving the IIP accreditation – IIP Scotland had set an ambitious target to grow the number of companies using the standard to 10,000 in 2010.  The Improvement Programme had an important role to play in increasing assessment activity, leading to more IIP accreditations

· taking clients on a learning journey – IIP Scotland were keen to develop a relationship with clients as they prepared for accreditation and move away from a situation where IIP Scotland had one isolated interaction at the accreditation stage

· improve the skills and performance of the broader Scottish business base – there was a desire to enhance skills and productivity across Scottish companies.  The Improvement Programme provided a set of proven tools and techniques to help achieve this

· ensure sustainability of the business improvement approach – IIP Scotland believed that engaging with businesses over a longer period and providing them with a set of tools to take back into the business would ensure that they would really take ownership and drive continuous improvement, thus ensuring sustainability of the intervention.
A number of funding models were considered for The Improvement Programme. Although a contribution of circa £200,000 was made to IIP Scotland it was clearly set out that this should be used to support the costs to companies on a 50/50 basis.  This ensured extension of state aid regulations to IIP Scotland practice and was also in line with the broader Scottish Enterprise ethos that if there was value in doing something for companies, then it was worth paying for.   

3.2 Programme delivery processes and monitoring 

While the Programme was approved in April 2007, it was not fully operational until November of that year.  This delay was due to a range of contractual and staff resource issues between IIPS and Moon developments as well as wider delays in identifying companies to participate.

Recruitment

IIP Scotland contracted an external direct marketing consultancy to generate Programme leads.  After three months it became apparent that the consultancy was not delivering the results required and was no longer a cost effective option.  The responsibility for company recruitment was then taken on by IIP Scotland, supported closely by Moon Developments, the delivery contractor for the programme.  This worked well until Moon Developments moved into delivery mode and no time was available to generate leads.  At this point IIP Scotland decided to bring this role in house and hired a number of individuals to undertake a business development role to generate leads for The Improvement Programme by making contact and maintaining engagement with companies.  This team was up and running as of May 2008.  

While this was a difficult process, all parties consulted with agreed that these problems resulted in valuable learning for Scottish Enterprise and IIP Scotland which has ultimately put both organisations in stronger positions today. IIP Scotland realised that for the Programme to be a success, they needed to take ownership of the recruitment process.  To meet this need IIP Scotland has extended their team to include business development professionals. The organisation also has a sound understanding of lead time and of the complex nature of the sales process.  

Partner Relations 
Initial relations between Scottish Enterprise and IIP Scotland were good and all original personnel were still in place until February 2008, by which time the contracted direct marketing campaign was encountering difficulties.  Scottish Enterprise then worked with IIP Scotland to agree an alternative strategy for lead generation and agreed ring fencing of a budget and extension to Programme timescales.  

Overall relations between IIP Scotland and delivery partner, Moon Developments, have been positive.  Once contractual issues were ironed out, both parties reported that their relationship developed well.   IIP Scotland reported that Moon Developments were proactive in bringing new ideas about company recruitment and ultimately that their delivery partner “really shared our goals”.  

Programme Monitoring

Meetings between Scottish Enterprise and IIP Scotland took place on a monthly basis. Scottish Enterprise was provided with a monthly update on companies recruited and companies scheduled for accreditation.  Given the recruitment issues evident at the programme inception, meetings tended to focus on these challenges rather than monitoring progress or assessing which companies could fit with Scottish Enterprise’s pipeline.

Overall Scottish Enterprise felt on reflection that more could have been done to put baseline monitoring procedures in place, including capturing baseline company turnover and then updating this to show how companies progressed over their engagement.  

3.3 Programme strengths

While the Programme experienced difficulties in the recruitment stage, it came into its own once delivery commenced.  A wide number of Programme strengths were identified: 

Clear marketing material – marketing and promotional brochures were very clearly presented, ensuring that key messages around the programme and what it could do for businesses were well understood.

Availability of course material upfront – as learning material was prepared in advance and companies received this upfront, they were in a good position to look ahead and consider the content from their own company perspective.  

Structure of programme - The Improvement Programme provided companies with a set of tools, systems and processes to help sharpen management focus on what they should really be doing rather than what they think they should be doing. Providing companies with this structure to work within, enabled them to make progress in their management style.

Focus on competitive advantage – working ‘on the business not in the business’ was a phrase used by Moon Developments to describe The Improvement Programme and this seemed to resonate with the companies.  Having the time away from the business allowed companies to identify what their competitive advantage actually was and encouraged them to think about how they could capitalise on this. 

Sustainability of intervention – the Improvement Programme encourages companies to take ownership of the process and ensures that the company is capable of sustaining this new way of working once the Programme is complete.

3.4 Programme weaknesses/challenges

In addition to the initial recruitment issues, a number of Programme weaknesses and broader challenges were identified: 

Branding – neither the IIP Scotland branding nor Scottish Enterprise branding were visible throughout the recruitment and delivery process with many companies associating The Improvement Programme only with Moon Developments.  IIP Scotland reported that this was because companies primarily developed a relationship with the delivery partner as opposed to with IIP Scotland directly.  
IIP Scotland was too far removed from companies – IIP Scotland began to feel detached from the process and from companies.  They had initiated The Improvement Programme to develop a relationship with their clients at an early stage of engagement, however, by appointing a third party to deliver the workshops and one-to-one support, they found themselves facing the same predicament, only engaging with companies at the accreditation stage. 

IIP Scotland has learned lessons from this experience and have gone on to redesign the organisation’s approach to relationship management to ensure that clients are account managed from engagement to accreditation and then beyond.  This new approach to relationship management is outlined in the diagram below.  Once a company has committed to The Improvement Programme, they are assigned to an account manager who maintains contact throughout the Programme lifecycle.  Once this company becomes IIP accredited, a new account manager is appointed and this individual has responsibility for liaising with companies at regular intervals.  

Investors in People – New Approach to Relationship Management
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Accommodating companies who missed workshops and meetings – where companies missed a workshop there was no clear protocol to manage this.  IIP Scotland was keen that each company should complete each workshop, however there was no budget provision to repeat the workshop.  These situations were addressed on a case by case basis – however this often resulted in Moon Developments providing additional one-to-one company support out of good will.  

Ensuring that the “right” company representative participates – to ensure that The Improvement Programme is a success it is vital that the ‘right’ person attends on behalf of the company.  The consultees suggested that this should be a representative from senior management with the authority to make decisions for the business.  There were a few instances where the participants were too junior and consequently did not have the authority to go back and make the necessary changes required.  Instead these individuals were faced with the challenge of convincing their management team of the merits of new business approaches.  This needs to be carefully managed, and there needs be assurance that the managing director and management team is committed before companies come on board.  

Motivation for participation – the problems persist that some companies want to participate with the sole aim of gaining the IIP badge.  This does not fit with the ethos of companies really taking ownership of business improvement and taking on the learning from the Programme.  

Programme Timescales – running the Programme over a fixed twelve month period has brought challenges.  A company’s situation and their ability to participate can change rapidly.  The Programme timeframe needs to have a degree of flexibility and recognise that companies work in complex and dynamic environments and that the process of IIP accreditation or design and implementation of business improvement has to sit along the ongoing development and delivery of the business.

3.5 The future

The Programme is still being delivered, however as the funding has now been fully utilised, so companies who are currently being recruited to the Programme are being asked to contribute 100% of costs.  This is having an adverse affect on recruitment.  Companies are still interested in the Programme and keen to meet with IIP Scotland, but the numbers progressing to full participation has decreased.  Anecdotal evidence suggests that this is due to financial barriers as many companies are struggling in the current recession.  
There was broad agreement among stakeholders that while Scottish Enterprise maintains a focus on growth companies and key sectors, there remains a requirement to support the broader Scottish business base to improve their productivity and competitiveness.   

It should be noted that this cohort of Scottish Enterprise growth companies is not a static cohort - this pipeline will need to develop continuously and The Improvement Programme could contribute to this.  

Scottish Enterprise is currently delivering a series of workforce development seminars (Managing People for Growth) to its client companies. These seminars also follow the one-to-many learning model, and the IIP standard is referenced to participant companies.  The learning from The Improvement Programme should be fed into this ongoing delivery.

IIP Scotland has also launched the New Choices approach, an initiative which strongly links the IIP accreditation process to company objectives and identifies the people issues which are inhibiting success.  IIP Scotland is very keen to continue to deliver The Improvement Programme going forward and intends that the next generation of the Programme will incorporate the New Choices approach.  IIP Scotland is also working to ensure that the Programme becomes more bespoke in focusing on issues facing participant businesses.  This approach has recently been piloted by Moon Developments and early feedback from businesses has been positive.  

IIP Scotland is making headway in developing relationships with partners, including Business Gateway and Chambers of Commerce.  The aim is that these relationships will yield potential referrals to The Improvement Programme and that, through developing these relationships, IIP Scotland will be in a good position to signpost their clients on to relevant supports and programmes offered by these partners.  

4 Evaluation Evidence from Participants

In total 36 companies were surveyed from the 120 companies who have participated in the Improvement Programme, a 30% response rate.   This included telephone interviews with 17 companies who had received IIP accreditation and e-survey responses from 19 organisations who are currently participating in the programme, but had not received IIP accreditation at the point of evaluation 

4.1 Company characteristics

The companies covered a range of industrial sectors.  Eight (22%) described their industry sector as business services, while seven (19%) were described as construction.  In addition, three (8%) were manufacturing companies, two in the public services (5%), two transport and communication (5%) and one each (or 3% each) in health & social work, financial services and agriculture, forestry and fishing respectively.  Some of the other industry sectors mention included:

· a housing association
· hair and beauty
· dentist
· aerospace and marine - design & manufacture

The majority of companies (81%) were from the private sector with only 11% in the voluntary sector and (8%) in the public sector.

The majority of companies (81%) were small, employing between 0-49 staff.  Six (17%) organisations were medium sized, employing between 50-249 employees while only one (3%) was large, or employed over 250+ staff (see table below).  This was in line with expectations as IIP accreditation is positioned as key to the success of many small to medium sized enterprises who do not have the capacity to implement recruitment and retention strategies on their own.

	Number of employees
	Number of companies
	%


	0-9
	11
	31

	10-49
	18
	50

	50-249
	6
	17

	250+
	1
	3


Size of the company 
Table 4.1

4.2 Engagement with the Improvement Programme

Thirteen companies (38%) reported having approached IIP Scotland for support and were then sign-posted on to the Programme.  Eight companies (24%) reported that IIP Scotland had approached them about the Programme and three companies (8%) said that they approached Scottish Enterprise for support and were referred to The Improvement Programme.  Only two companies (8%) reported that there were made aware of the Programme through Moon Developments.  Of the four companies (12%) that responded ‘other’, two of these had already been working with IIP Scotland.
A relatively high proportion of companies approached either IIP Scotland or Scottish Enterprise looking for support.  This suggests that the IIP brand is well known among the target audience.  However, this high reliance on company approaches also indicates that more could be done to enhance the marketing and ensure that IIP Scotland is generating more leads for the Improvement Programme.

This idea was also supported through the telephone interviews in that companies accessed IIP Scotland as they knew they were the right organisation to approach for support.  However, it was not the Improvement Programme they were looking to access.  This suggests that while IIPS has a relatively strong brand identity, companies were less well aware of The Improvement Programme and better marketing may have resulted in more leads.
How did you find out about the Improvement Programme? 
Table 4.2

	How they found out about the programme
	Number of companies
	%

	We approached Investors in People directly for support
	13
	38

	We were contacted by Investors in People
	8
	24

	We approached Scottish Enterprise looking for support
	3
	9

	Other
	4
	12

	We were contacted by Moon Development
	2
	6

	Another business told us about the Programme
	2
	6

	We were contacted by Scottish Enterprise
	1
	3

	We approached Business Gateway looking for support
	1
	3

	We found out about the programme through another public sector agency
	1
	3


Companies engaged with The Improvement Programme for a wide range of reasons.  The three most frequently cited motivations for participation were as follows: 

· to improve business productivity (66%)

· to create an organisational climate which would improve financial performance (66%)

· view the Programme as an important stepping stone towards IIP accreditation (65%)

Other reasons that generated a high degree of agreement on why they engaged with the programme included:

· improve the skills base of the workforce, 19(58%)

· improve innovation levels, 19 (58%)

· achieve strategic goals, 18 (54%)

· as part of their quality assurance, 18 (54%)

These findings show that the majority of companies want to engage with the Programme to improve their performance in some way, however there is still a perception among some companies that the Programme is a means to achieving IIP accreditation, or gaining the “badge” rather than improving company behaviour.  

Overall, companies’ engagement across the range of supports was very high.  33 companies responded to this question and all of these had attended workshops.  Similarly there were very high levels of engagement with the IIP interactive tool with 32 companies (97%) having used this and 27 companies (82%) having scheduled an IIP assessment.  
	Level of engagement
	Number of companies
	%

	Attended workshop(s)
	33
	100

	Have used the Investors in People interactive tool
	32
	97

	Have accessed one-to-one support
	28
	85

	Have scheduled an Investors in People assessment
	27
	82

	Have undertaken an Investors in People assessment
	24
	73


Level of engagement with the Improvement Programme
Table 4.4
The companies who engaged with The Improvement Programme also work with a wide range of other business support organisations, including;

· Scottish Enterprise, Business Gateway and private sector training providers/consultants (37% of companies each)
· the local authority (30% of companies)
· colleges (23% of companies)
Engagement with other organisations for business support
Table 4.5
	Engagement with other organisations
	Number of companies
	%

	Scottish Enterprise
	13
	37

	Business Gateway
	11
	37

	Private sector training providers/consultants
	11
	37

	Local Authority
	9
	30

	Colleges
	7
	23

	Scottish Government
	4
	13

	Universities
	2
	7

	Skills Development Scotland
	2
	7

	Other
	9
	30


T
The majority of companies (64%) are not aware of any other organisations providing similar support to The Improvement Programme. However, just over a fifth (21%) were aware of other organisations providing similar support, while the remaining 15% (5 companies) were unsure.  

The providers that companies suggested offered similar support to the improvement programme, noting that this represents responses from seven companies, included Business Gateway and private sector training providers/consultants.  However, these were mentioned by small numbers of companies.

	Organisations 
	Number of companies
	%

	Business Gateway
	2
	29

	Scottish Enterprise
	1
	14

	Skills Development Scotland
	1
	14

	Local Authority
	1
	14

	Scottish Government
	1
	14

	Colleges
	1
	14

	Private sector training providers/consultants
	2
	29

	Other
	4
	57


Organisations providing similar business support
Table 4.6
4.3 Satisfaction

The majority of companies were positive about all elements of The Improvement Programme.  

Companies were asked to indicate satisfaction levels with distinct elements and overall the response was positive.  Almost two thirds (69%) were very satisfied with the ‘developing people’ workshop and 20 (62%) were very satisfied with the ‘strategic planning’ workshop and IIP interactive tool. A number of businesses also highlighted their satisfaction with the professionalism of the IIP assessor, who put them at ease and delivered an excellent assessment process.  

In addition, just under half (12 companies or 37%) were satisfied with the one-to-one support, however not all companies had accessed one-to-one support yet as part of their engagement with The Improvement Programme.  Only 6% of companies were very dissatisfied with any of the elements of the Improvement Programme.

The majority of companies agreed (17 companies, or 50%) or strongly agreed (10 companies or 29%) that the programme provided them with all of the information they needed.

The Improvement Programme provided all the information needed?
Table 4.7
	The programme provided all the information needed
	Number of companies
	%

	Strongly Agree
	10
	29

	Agree
	17
	50

	Neither agree nor disagree
	6
	18

	Disagree
	0
	0

	Strongly disagree
	1
	3


Only one company expressed dissatisfaction with the information received.  When asked what additional information they would have valued they suggested that:

· “The information was not 100% correct - lots of going back and forth initially”
The majority of companies (97%) were either very satisfied or satisfied with the quality of the service they received.   This suggests good service delivery by IIP Scotland and Moon Developments.  

Overall satisfaction
Table 4.8
	Satisfaction
	Number of companies
	%

	Very satisfied
	18
	56

	Satisfied
	13
	41

	Neither satisfied nor dissatisfied
	0
	0

	Dissatisfied
	0
	0

	Very dissatisfied
	1
	3


The two main areas seen as providing the most value to companies were:

· insights gained from the workshops (28%, or 9 companies)

· the opportunity to take time out to consider the strategic direction for the business (28%, or 9 companies)

It is important to note that while the content of the workshops was seen as valuable, the opportunity to get away from the business was as significant in providing companies with an opportunity to undertake strategic planning.  

Elements of the programme that was of most value
Table 4.9
	Organisations 
	Number of companies
	%

	The insights gained from the workshops
	9
	28

	The opportunity to take time out to consider the strategic direction for the business
	9
	28

	Access to interactive tools which can be used to inform business improvement
	4
	12

	The opportunity to share ideas with other business leaders
	3
	9

	The assessment to prepare for IIP accreditation
	2
	6

	The one-to-one support from a personal advisor
	2
	6

	Other
	3
	9


Some of the other reasons mentioned were:

· “Pivotal point - undertaking the staff survey highlighted areas for improvements”

· “We did a mini course for our own people - sharing information  and the team had ideas as well”

4.4 Knowledge/behaviour

As mentioned earlier, The Improvement Programme included a series of workshops, during these workshops, a number of management themes were explored;  

· strategic planning and effective management

· organisational culture and communication

· recruitment and training

This evaluation sought to establish the extent to which companies’ knowledge and behaviours changed in these areas as a result of participating in the Programme. 
4.4.1 Strategic planning and effective management
The majority of companies reported that their knowledge on strategic planning and effective management had changed as a result of the Programme.   

The key area where an improvement in knowledge was evident was around ‘effective approaches to management which enables a business to proactively identify areas for improvement and change’.  This was cited by 96% of companies, with 64% reporting a large change in knowledge.

There were also improvements in knowledge around:

· development of a business strategy that positions the company for growth (90% suggesting some change in knowledge)

· understanding of the companies market and the use of that knowledge in business planning (74% of the companies suggesting some change in knowledge)

Half of the companies (50%) cited improvements in knowledge around the development of a strong financial position from which to act.  Many of the companies indicated that their knowledge in this area was already very good.  
 Extent to which The Improvement Programme has changed Knowledge
Table 4.10
	
	Changed a lot
	Changed a little
	Not changed
	Response Count

	Development  of a business strategy that positions the company for growth
	13 (42%)
	15 (48%)
	3 (10%)
	31

	Understanding your market and the use of this knowledge in business planning
	5 (17%)
	17 (57%)
	8 (27%)
	30

	Development of a strong financial position from which to act
	3 (10%)
	12 (40%)
	15 (50%)
	30

	Effective approaches to management which enables you to proactively identify areas for improvement and change
	20 (64%)
	10 (32%)
	1 (3%)
	31


It was also of interest to establish whether companies were harnessing this improved knowledge to enhance existing practice or introduce new practice in their companies.  Introducing these improvements is key to enhancing company productivity and performance.  Encouragingly the survey results demonstrated that the majority of companies were making changes to business practices around strategic planning and effective management.  While introduction of improved practices was most common, it was clear that some companies were also introducing new practices.   

Companies also reported new or improved practice in the following areas: 

· development of a business strategy that positions the company for growth (78% suggesting improved or new practice in this area)

· understanding of the companies market and the use of that knowledge in business planning (62% of the companies suggesting some improvements or new practice in this area)

Less than half of the companies introduced new or improved practice around the development of a strong financial position from which to act. This may have been due to the fact that existing practices met requirements as knowledge was already advanced in this area.  

Extent to which The Improvement Programme has changed practice
Table 4.11

	What extent has the support from the Improvement Programme changed your knowledge in the following areas?

	
	Improved practice
	New practice
	Not changed
	Response count

	Development  of a business strategy that positions the company for growth
	21 (68%)
	3 (10%)
	7 (23%)
	31

	Understanding your market and the use of this knowledge in business planning
	16 (52%)
	3 (10%)
	12 (39%)
	31

	Development of a strong financial position from which to act
	8 (26%)
	4 (13%)
	19 (61%)
	31

	Effective approaches to management which enables you to proactively identify areas for improvement and change
	18 (58%)
	11 (35%)
	2 (6%)
	31


These findings suggest that where there is new or improved knowledge around strategic planning and effective management then this has largely translated into new or improved practice in the area.  The exception to this is developing a strong financial position from which to act – where there was little knowledge or practice benefits, though this may be driven by high existing levels of knowledge or practice.
4.4.2 Organisational culture and communication
Companies were asked a similar set of questions on changes in organisational culture and communication.  

The key area where companies reported a change in knowledge was around ‘communicating the organisation’s vision and goals to employees’.  This was cited by 93% of companies with 70% citing a large change in knowledge. Change in knowledge around ‘effectively communicating the values of the company’ was also cited by 93% of companies with 45% of companies citing a large change in knowledge.

There were also improvements in knowledge around:

· encouragement of initiative (84% suggesting some change in knowledge) 

· developing a culture where employees are proud to work for the company (84% suggesting some change in knowledge)

· developing a culture of innovation (77%)

Extent to which The Improvement Programme has changed knowledge
Table 4.12

	
	Changed a lot
	Changed a little
	Not changed
	Response Count

	Encouragement of initiatives at all levels
	17 (55%)
	9 (29%)
	5 (16%)
	31

	Developing a culture of innovation
	9 (29%)
	15 (48%)
	7 (23%)
	31

	Developing a culture where employees are proud to work for the company
	13 (42%)
	13 (42%)
	5 (16%)
	31

	Effectively communicating the values of the company
	14 (45%)
	15 (48%)
	2 (6%)
	31

	Effectively communicating the organisation’s vision and goals to employees
	21 (70%)
	7 (23%)
	2 (6%)
	30


It was also important to assess where these changes in knowledge were leading to new or improved practice.  Again more companies cited improved practice across the range of areas, but there were also companies who had introduced new practice.

The main area where improved or new practice had been introduced was around ‘effectively communicating the organisation’s vision and goals to employees’ with 97% of companies citing this.   Over half (55%) of the companies said they had improved practice while 42% introduced new practice.  This represents an important step forward for companies and ensures that all employees are aware of the strategic direction of travel for the business.  

There was also improved or new practice in relation to:

· effectively communicating the values of the company (87% suggesting improved or new practice in this area)

· encouragement of initiatives at all levels (81% suggesting improved or new practice in this area)

· developing a culture where employees are proud to work for the company (81% suggesting improved or new practice in this area)

Over two thirds (69%) of companies had introduced improved or new practice in developing a culture of innovation.

Extent to which The Improvement Programme has changed practice
Table 4.13

	
	Improved practice
	New practice
	Not changed
	Response count

	Encouragement of initiatives at all levels
	16 (52%)
	9 (29%)
	6 (19%)
	31

	Developing a culture of innovation
	13 (45%)
	7 (24%)
	9 (31%)
	29

	Developing a culture where employees are proud to work for the company
	16 (52%)
	9 (29%)
	6 (19%)
	31

	Effectively communicating the values of the company
	18 (58%)
	8 (29%)
	4 (13%)
	31

	Effectively communicating the organisation’s vision and goals to employees
	17 (55%)
	13 (42%)
	1 (3%)
	31


These findings suggest that where there is new or improved knowledge around organisational culture and communication then this has largely translated into new or improved practice in the area.

4.4.3 Recruitment and training
Finally companies were asked to consider whether their knowledge around the areas of recruitment and training had changed.  Again it was apparent that involvement in the Programme had a positive impact on changing knowledge in this area.  The key area where a change in knowledge was apparent was ‘using performance appraisals to plan skills development for progression within the company’.  This was cited by 90% of companies with 48% citing a large change in knowledge.

There were also improvements in knowledge around:

· development of leadership skills and management behaviours which encourage staff to take ownership and responsibility (87% suggesting some change in knowledge)

· ensuring that employees are aware of what is expected of them (86% suggesting some change in knowledge)

· development of an introduction process which introduces employees to company background and objectives (84% suggesting some change in knowledge)

· developing a range of training and development opportunities to encourage better team working (74% suggesting some change in knowledge)

63% of companies felt their knowledge had changed on ‘developing reward policies that are based on company performance’ and ‘developing mutually beneficial relationships between staff and customers’.  

Extent to which The Improvement Programme has changed knowledge
Table 4.14

	
	Changed a lot
	Changed a little
	Not changed
	Response Count

	Development of a recruitment or selection policy which focuses on the potential for candidates to learn and develop within the company
	9 (30%)
	9 (30%)
	12 (40%)
	30

	Development of an introduction process which introduces employees to company background and objectives
	13 (42%)
	13 (42%)
	3 (10%)
	31

	Using performance appraisals to plan skills development for progression within the company
	15 (48%)
	13 (42%)
	3 (10%)
	31

	Development of leadership skills and management behaviours which encourage staff to take ownership and responsibility
	16 (52%)
	11 (35%)
	4 (13%)
	31

	Developing a range of training and development opportunities to encourage better team working
	10(32%)
	13 (42%)
	8 (26%)
	31

	Developing mutually beneficial relationships between staff and customers
	7 (23%)
	12 (40%)
	11 (37%)
	30

	Ensuring that employees are aware of what is expected of them
	13 (43%)
	13 (43%)
	4 (13%)
	30

	Developing reward policies that are based on company performance
	9 (30%)
	10 (33%)
	11 (37%)
	30


As with previous areas, the majority of companies also reported introducing new or improved practice around areas relating to recruitment and training.  Again introduction of improved practice was most common, however, it was clear that for some companies there was also the introduction of new practice.

The main area of improved or new practice was in ‘using performance appraisals to plan skills development for progression within the company’ with 90% of companies citing this. 63% of companies said they had improved practice while 27% introduced new practice. 

There was also improved or new practice in relation to:

· ensuring that employees are aware of what is expected of them (84% suggesting improved or new practice in this area)

· development of leadership skills and management behaviours which encourage better team working (80% suggesting improved or new practice in this area)

· development of an introduction process which introduces employees to company background and objectives (77% suggesting improved or new practice in this area)

· developing mutually beneficial relationships between staff and customers (73% suggesting improved or new practice in this area)

Just over half (51%) of companies had introduced improved or new practices in the development of a recruitment or selection policy which focuses on the potential for candidates to learn and develop within the company. Less than half (45%) had introduced improved or new practices in developing reward policies that are based on company performance, suggesting a disconnect between knowledge and practice.

 Extent to which The Improvement Programme has changed practice
Table 4.15

	Have you introduced new or improved practice in this area as a result of support received through the Improvement Programme?

	
	Improved practice
	New practice
	Not changed
	Response count

	Development of a recruitment or selection policy which focuses on the potential for candidates to learn and develop within the company
	10 (34%)
	5 (17%)
	14 (48%)
	29

	Development of an introduction process which introduces employees to company background and objectives
	15 (50%)
	8 (27%)
	7(23%)
	30

	Using performance appraisals to plan skills development for progression within the company
	19(63%)
	8(27%)
	3 (10%)
	30

	Development of leadership skills and management behaviours which encourage better team working
	19(63%)
	5(17%)
	6(20%)
	30

	Developing mutually beneficial relationships between staff and customers
	16(53%)
	6(20%)
	8(27%)
	30

	Ensuring that employees are aware of what is expected of them
	22(71%)
	4(13%)
	5(16%)
	31

	Developing reward policies that are based on company performance
	8(28%)
	5(17%)
	16(55%)
	29


Across all three areas, it is clear that the Programme had a positive impact in changing knowledge, which led many companies to improve existing practices or to introduce new practices.  It would be expected that introduction of improvements of this nature should have a positive impact on company productivity and overall performance, articulated fully in the next chapter.

5 Impact Assessment

This section considers the economic impact of The Improvement Programme to date (2007-2008) and projected over time (2009-2012).   

The key measure in this assessment is GVA, or the difference between output (what is produced) and intermediate consumption (the costs of inputs to products/services/processes) in a given sector.  Put simply, it is the value of sales less the cost of the inputs needed to make those sales.

While GVA is an important outcome measure of Scottish Enterprise activity, The Improvement Programme had no target for GVA in the approval paper.  We include the analysis here as it is now a standard element of evaluation practice and a key element within our terms of reference.  The potential GVA return of the project would also be assessed in making any future funding decisions.

5.1 Approach to assessing economic impact

The economic impact calculations are based on best practice guidance in Economic Impact Assessment developed by Scottish Enterprise
.  It uses the approach as well as the standard question set
 for assessing economic impact.  This includes:

· collecting key impact variables

· adjusting the impact variables for additionality

· adjusting for optimism bias

· conducting a cost benefit analysis of the results

5.1.1 Collecting key impact variables

The key impact variables collected to understand the impact of Scottish Enterprise intervention covers turnover, employment and GVA.  These variables were collected directly from companies.

Turnover and employment were both collected for 2007 and 2008, as well as the projected level in 2012.  The values in the intervening years (in effect 2009, 2010 and 2011 were assumed to be the same as for the 2008 value.  This was because while companies largely projected increased turnover by 2012, the two years of data held on the companies suggested no real growth in turnover.  This therefore provides a more cautious estimate of impact.

GVA was developed by adding together the level of company profit and employee costs estimated by the companies.  For simplicity companies were not asked to provide data on depreciation and amortisation, which would traditionally make up the full GVA value.  The value is therefore likely to slightly undercount the potential GVA values adding a further degree of caution to the assessment.

5.1.2 Gross to net adjustments (additionality)

In order to understand the full impact of The Improvement Programme there was a need to assess the additionality of the intervention.  In effect what has happened that would not have happened anyway.  

The additional benefit of an intervention is the difference between the reference case (what has happened anyway) and the intervention case (the position when the intervention has been implemented).

In order to fully understand this there is a need to move all results from gross to net.  This adjusts for

· deadweight – what would have happened anyway

· leakage – the extent to which the benefits are lost to Scotland

· displacement – the extent to which the benefits are coming at the expense of other Scottish based businesses

· substitution – the extent to which one activity is simply substituted for another

· multipliers – the positive downstream effects created through spending on supplies and the wider wages generated from these downstream effects

The adjustments made to each of these factors are based on information supplied by the individual companies and therefore vary on a company by company basis.  However, to provide some context to these variables we have provided the average values for each for reference.

Deadweight was calculated by asking the company how different their turnover and employment would have been without The Improvement Programme.  This was asked for 2008 only and used consistently in all other years.  The average value amounted to:

· 98% for employment

· 97% for turnover (and by definition GVA)

These values sit within benchmarks found in a major evaluation of Scottish Enterprise interventions with Account and Client Managed companies, with average deadweight in this study amounting to 95% over the period 2004/05-2006/07
.  This also has to be considered as well in light of the small financial contribution associated with the programme at £1,738 per company.

Displacement was applied consistently to employment, turnover and GVA based on the location of the companies’ direct competitors (and adjusted based on the growth of the market they operate in) at the point of survey.   For The Improvement Programme the average displacement amounted to 67% in 2008.  This means that most companies are suggesting that they are competing with other Scottish firms and that they are operating in markets that have been either static or declining.  This value is held constant throughout the assessment period.

Leakage was estimated at 0% for employment, turnover and GVA.  At present Scottish Enterprise practice is to assume that if turnover and GVA are generated within Scotland then they are retained within Scotland.   This assumption has therefore been used in the impact assessment.  This value was held constant over the five years of the economic assessment.

Substitution was assumed to be zero across the companies, as all companies had to invest their own resources in the activities associated with the programme.

Multiplier values were sourced from the Scottish Input Output multiplier tables based on the full 4 digit Standard Industrial Classification code of the participating companies.  These were matched with Type 2 input output multipliers for Output (in the case of turnover), GVA and employment.  These were held constant over the five years of the economic assessment. 

5.1.3 Adjusting for optimism bias

As the study included a forward looking exercise which is reliant on company projections of growth – in terms of employment, turnover and cost of bought in goods and services it is appropriate to adjust the figure for over optimism.

There is a demonstrated, systematic, tendency for appraisers to be overly optimistic.  This is not just a public sector phenomenon, but also applies to the private sector.  As the future impact data is based on the views of the company, it is appropriate to adjust for over optimism.  This avoids the potential for the projections to over count the potential generation of benefits.  Optimism Bias was only included for 2012, as the intervening years values were based on no growth on the position in 2008.  

The surveyed company projections amounted to growth of around 85% between 2008 and 2012.  This suggests some evidence of over optimism.  To take account of this  optimism bias was set at a low level of 25% for all companies in 2012 bringing growth projections down to 39% over the next four years.  This was more in line with that of all Scottish service businesses over the past four years based on Scottish Annual Business Statistics turnover growth of 31% between 2004 and 2007
.

5.1.4 Cost benefit analysis

Once the results were adjusted for additionality and optimism, the results were imported into a cost benefit calculator. 

Costs were collected on the project using data supplied by Scottish Enterprise and IIPS (which included their own contribution and those of the employer).  The data covers the amount of money committed to the Improvement Programme between 2007 and 2009.  For transparency the total value was split evenly over between 2007 and 2009.

As the impact questions focused on the impact of The Improvement Programme, rather than Scottish Enterprise the main headline assessment covers the cost benefit ratios of all investment against all benefits.  In order to calculate the Scottish Enterprise impact and the wider public sector impact (SE and IIP Scotland) it was necessary to calculate a Net Grant Equivalent (NGE) impact value.  This apportions impact based on the finance contribution to the overall programme from each of the partners.  This amounted to 39% for Scottish Enterprise, 39% for the companies and 61% for the public sector (39% from Scottish Enterprise and 21% from IIP Scotland).

The results were discounted as per UK HM Treasury Best practice guidance at a rate of 3.5% per annum.  This is based on the view that society prefers to generate benefits sooner rather than later.  For The Improvement Programme the base year was 2007, representing year zero for the evaluation.  All impact figures have been collected at 2007 prices.

5.2 Turnover impacts

It is appropriate to consider the generation of company benefits.  This is measured as the net turnover accruing as a direct result of the project and represents a key measure of company growth.

The net turnover impact accruing as a direct result of The Improvement Programme over the period 2007-2008, amounts to £1.6 million NPV.  This represents a cost benefit ratio of 1: 4.56, or £4.56 back for every pound invested in the programme.  

This is a strong performance indicating a major impact on the companies participating in the programme.  
Turnover Impacts of the Improvement programme
Table 5.1
	Year
	Net Present Value (Discounted Costs)
	Net Present Value 

(Discounted Turnover)

	2007
	£177,068
	£727,598

	2008
	£171,081
	£860,289

	Total
	£348,149
	£1,587,887

	Total Public Sector
	£211,462
	£964,465

	Total SE
	£137,246
	£625,969

	Cost Benefit
	1: 4.56


Note the cost benefit ratio is the same for all partners

These turnover impacts translate into a net additional discounted sales value per gross employee of £1,549.  This compares favourably with the £353 per employee impact associated with IiP recognition
.  It should be noted that the net additional value will include wider indirect (supplier) and induced (wage) effects.  When the multiplier is excluded the value falls to £942 per employee – still above the figure in the impact report.  These values may not be directly comparable as the methodologies for each may differ but noting this it appears the programme has a positive impact per head.
5.3 GVA impacts

An estimate of ‘impact’ is the ultimate effect of the project on the economy, or in this case its contribution towards Scottish economic growth.  This is measured as the net increase in gross value added (GVA or regional economic productivity) accruing as a direct result of the programme.  As stated earlier GVA was not included in the target set for The Improvement Programme, as it predated Scottish Enterprises focus on this measure.  However, as this is now a key outcome measure of SE activity we outline the impacts generated to date.

The GVA impact accruing over the period 2007-2008, amounts to £752,944 NPV.  This represents a cost benefit ratio of 1: 2.16 or £2.16 back for every £1 invested in the programme.  This is high level of impact given the short time span of the project and show that the programme has already generated a greater return to the economy than the level of investment by the public sector.
GVA Impacts of the Improvement Programme
Table 5.2
	Year
	Net Present Value (Discounted Costs)
	Net Present Value 

(Discounted Turnover)

	2007
	£177,068
	£344,763

	2008
	£171,081
	£408,181

	Total
	£348,149
	£752,944

	Total Public Sector
	£211,462
	£457,330

	Total SE
	£137,246
	£296,822

	Cost Benefit Ratio
	1: 2.16


Note the cost benefit ratio is the same for all partners

These GVA impacts translate into a net additional discounted GVA value per gross employee of £735.  This compares favourably with the £197 profit per employee impact associated with IIP recognition
.  It should be noted that the net additional value will include wider indirect (supplier) and induced (wage) effects and the GVA value will include wage costs, depreciation and amortisation not included in the profit estimate.

When the multiplier is excluded the value falls to £406 per employee – still above the figure in the impact report.  These values are not directly comparable as the methodologies for each may differ but noting this it appears the programme has a positive impact per head
5.4 Employment impacts

While turnover captures one element of business growth, it is also appropriate to consider the generation of employment effects within the businesses.  This is also measured as the net increase or maintenance of employment (defined as headcount rather than Full Time Equivalent or Man Year Equivalent) as a direct result of the programme and represents another key measure of company performance.  The employment figures are not split into those claimed by Scottish Enterprise or the wider public sector.
The employment impacts need to be considered on an annual basis, as they cover both safeguarded and created jobs and cannot therefore simply be aggregated.  In 2008 the total number of jobs either safeguarded or created by The Improvement Programme amounted to:

· 5 jobs in 2007

· 9 jobs in 2008

This is a modest employment impact, though unsurprising given that the programme about improving organisational performance and maximising the businesses people assets rather than job creation.
5.5 The potential for future economic benefits

The economic impacts covered so far only cover the impacts achieved to date (in effect between 2007 and 2008).  Data was collected from the companies on what they believe their turnover, GVA and employment will be in 2012.  This provides an assessment of the potential future economic benefit arising from the project. 
Taking these estimates, and adjusting for over optimism in companies, it is possible to outline the expected benefits over the next 4 years:

· £5.2 million NPV of potential net additional turnover by 2012
· £2.5 million NPV of potential net additional GVA by 2012
· A peak of 17 net additional jobs in 2012
Potential Future Impacts of the Improvement Programme
Table 5.3
	Year
	Net Present Value

(Discounted Turnover)
	Employment
	Net Present Value

(Discounted GVA)

	2007
	£727,598
	5
	£344,763

	2008
	£860,289
	9
	£408,181

	2009
	£831,197
	9
	£394,377

	2010
	£803,089
	9
	£381,041

	2011
	£775,931
	9
	£368,156

	2012
	£1,237,802
	17
	£596,895

	Total
	£5,235,906
	n/a
	£2,493,413

	Total Public Sector
	£3,180,231
	n/a
	£1,514,471

	Total Scottish Enterprise
	£2,064,073
	n/a
	£982,941


Putting these findings in context this could represent a GVA cost benefit ratio over the period 2007-2012 of 1: 4.86, or £4.86 back for every £1 invested in the scheme
.  This is a strong impact, potentially generated over a short time period and from a modest initial investment.

5.6 Impact Breakdowns

The GVA impacts were driven by particular types of businesses.  These are outlined in Table 5.4 below.

Commercialisation Contributors to Impact




Table 5.4

	Main Contributor to Impact
	Contribution to net GVA Impact (2007-2012)
	Percentage of the Population

	IIP Accredited
	91%
	74%

	Used interactive tool
	100%
	97%

	Attended all 5 workshops
	34%
	83%

	Attended 4 out of 5 workshops
	66%
	9%

	Utilised 1:1 advice
	27%
	69%

	In progress 1:1 advice
	73%
	26%


The impacts show that the greatest benefits appear to have been generated by those accessing multiple interventions.  For example all the impact comes from the 92% of companies accessing 4 or more workshops.  In addition, those who were accredited at the point of evaluation accounted for 91% of the net GVA impact but just three quarters of the survey population.

This suggests that the higher the level of engagement with the support on offer the greater the contribution to overall impact.
5.7 Value for money

In order to understand value for money there is a need to understand three broad factors around the delivery of the project:

· economy

· efficiency

· effectiveness

The first cover the economy of the intervention.  Economy is concerned with the overall cost of the inputs (in effect the project) and if this is reasonable.  The Improvement Programme was funded with resourcing from IIP Scotland as well as a company contribution.  This gives a positive leverage ratio from the Scottish Enterprise investment.  In addition, the use of a block grant based on delivering a minimum number of company supports, ensured that the cost per company was controlled and kept at a reasonable level.  These factors suggest a high degree of economy associated with the programme.  This output driven payment system is increasingly in use across the Scottish public sector (and beyond) and represents a highly effective mechanism for ensuring value for money and high levels of economy in project delivery.
The second covers the efficiency of the intervention.  This covers the extent to which the inputs have led to the desired outputs.  It is clear from the survey that businesses were satisfied with the programme (reactions).  It was also clear that there were improvements in knowledge and behaviour associated with the programme.

This suggests that the programme has generated the expected outputs and represents a strong performance in relation to efficiency measures.
The final measure covers the effectiveness of the intervention.  This covers the extent to which the outputs have led to the desired outcomes, in this case the inputs leading to GVA.  The cost benefit ratio for net additional GVA of 1: 2.16 to date suggests that the required outcomes are also being achieved and driven by those accessing multiple supports, linked to the improved knowledge and either improved or new practice associated with the programme.  It is likely that this ratio will increase if future impacts are considered adding further evidence of positive effectiveness.

Overall, the value for money of the scheme is positive, with high levels of economy, efficiency and effectiveness, all from a relatively modest level of investment by Scottish Enterprise.

6 Conclusions 

6.1 Conclusions

The Improvement Programme is a structured approach to helping businesses to improve their competitiveness and productivity by working with them to ensure that they are setting the right objectives and to support them to develop their people to achieve these objectives.  The Programme has been designed and delivered using a one-to many learning model.  

The Programme has a strong fit with the headline aims of the Government Economic Strategy and the policy aims outlined in the Scottish Enterprise Business Plan.  However, if the Programme is to fit with Scottish Enterprise policy going forward, the target audience for the Programme would need to be reviewed to reflect the focus of the Agency on growth companies and key sectors.

The Improvement Programme suffered initial set backs which delayed progress.  This involved delays with settling contracts with the delivery partner, Moon Developments and difficulties with an external marketing agency, who didn’t deliver sufficient volume or quality of leads for the Programme.  This led to IIP Scotland taking the company recruitment function in house which has proved to be more successful.  

Stakeholder consultations highlighted the following Programme strengths: 

· clear marketing material – clearly presented, ensuring that key messages were understood
· availability of course material upfront – enabling businesses to prepare in advance and consider the content from their perspective
· structure of the Programme – a set of tools, systems and processes that help sharpen management focus
· focus on competitive advantage – enabling businesses to reflect on their competitive advantage and providing support to enable them to capitalise on this
· sustainability of intervention – the Programme encourages companies to take ownership of the process, ensuring that the new ways of working become embedded
Stakeholders did report a number of weaknesses/challenges including:  

· branding – the IIP Scotland brand dimmed as companies associated the Programme with Moon Developments

· IIP Scotland was too far removed from companies – IIP Scotland faced the same dilemma of only engaging with companies at the accreditation stage and missing out on the opportunity to develop a longer term relationship

· accommodating companies who missed workshops and meetings – there was no clear protocol for this, which resulted in Moon Developments often providing additional one-to-one time out of good will

· ensuring that the ‘right’ company representative participated – it was vital that a member of senior staff with the authority to make decisions participates
· motivation for participation – there is the ongoing issue that a number of companies are motivated only by the IIP badge rather than the real goal of business improvement
· programme timescales – fixed timescales does not always meet with company needs
It was apparent that lessons had been learned regarding these challenges.  When IIP Scotland recognised that they were too far removed from companies, the organisation redesigned its approach to relationship management.  This new model has been introduced and ensures that while the delivery partner, Moon Developments, remains the day-to-day contact, that an additional IIP Scotland account manager is also appointed and maintains regular contact with the company throughout the Programme.  

All stakeholders reported that there was a continued requirement for a Programme of support of this nature to support the broader Scottish business base to increase productivity and competitiveness.  In addition, businesses and stakeholders suggested that the support from the programme was not available elsewhere, suggesting that it is not simply displacing other private sector provision but adding a valuable offering to the business base.

Feedback from participant companies was largely positive, proving that the one-to-many model is effective and 97% of companies were either very satisfied or satisfied with the service provided.  

Companies also reported that their knowledge and behaviour around strategic planning and effective management, organisational culture and communication and recruitment and training, had improved as a result of their participation on The Improvement Programme.  The implication is that the Programme generates satisfaction, new or improved knowledge, new or improved behaviour and for some companies tangible business results.  There were only two areas where little impact was apparent, such as the development of a strong financial position from which to act and developing reward policies that are based on company performance, where improvements in knowledge were not leading to change in practice. 

The economic impact of the scheme amounts to turnover to date of £1.6 million NPV, or a cost benefit ratio of 1: 4.56.  If future impacts are considered the total net additional impact by 2012 could amount to £5.2 million of turnover NPV.  This would amount to a potential cost benefit ratio of 1: 10.20 – a strong impact from a modest overall investment.  The net additional sales per head was also positive when compared to the impacts arising from IiP recognition.
At the economy level the GVA impact of The Improvement Programme to date was £752,944 NPV.  This amounts to a GVA cost benefit ratio of 1: 2.16, representing a strong impact to date.  If future impacts are considered the total net additional GVA impact could amount to £2.5 million or a cost benefit ratio of 1: 4.86.
Overall, the early difficulties associated with the scheme appears to have been overcome and resulted in a project that has proved valuable to business and resulted in an impact substantially greater than the initial investment.

Frontline Consultants

October 2009

Appendix 1

Consultees

	Stakeholder


	Organisation

	Lynn Curran
	Scottish Enterprise

	Linda Murray
	Scottish Enterprise

	Peter Russian
	IIP Scotland

	Alex Elmywood
	IIP Scotland

	Judith Ackerman
	IIP Scotland

	Peter Kerr
	IIP Scotland

	Stephen McQuillan
	Moon Developments


Appendix 2

Companies Surveyed

Appendix 2 – Companies  Surveyed
	Companies



	Rural Stirling Housing Association

	Black Light Ltd

	The Owl and Pussycat Nursery

	Jigs and Fixtures

	Aspire-to-Golf Ltd

	Landscapes and Contracts ltd

	Kier Scotland

	Body & Face St Cyrus Ltd

	Head Resourcing

	Barrhead Training

	MacIver Projects

	Junk It

	Tower Homes

	Brindley Associates

	Allomax

	Golder Landscapes

	Robert McCarroll

	Bellcom

	You Train

	Need & Hand

	Central Scaffold

	Slingsby Advanced Composites

	Ispiro Hair & Beauty

	MLM CPS Limited

	Kindle Design Ltd

	Easterhouse Citizens Advice Bureau

	JB Brickwork Ltd

	Business Connections (Scotland) Ltd

	Aberdeen Orthodontics

	First Shared Services (part of First Group PLC)

	Askmac Ltd and Fife Accounts

	H&A Graphic Design Ltd

	Cohort Studios Ltd

	Calder Housing Association

	Alba Facilities Services

	AKP
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� Databuild (2004) Investors in People Impact Assessment, May 2004


� Ibid


� This figure is calculated by dividing the discounted benefits by discounted costs over the period 2007-2012, or a discounted benefit of £2,493,413 divided by a discounted cost of £513,444, amounting to a value of 4.86 or 1: 4.86






