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1.0
INTRODUCTION
1.1
Background to the Review
1.1.1
Food and Drink Processing is a substantial contributor to the economy of the Dumfries and Galloway region.


In addition this sector has 'downstream' links to the fishing and agriculture sectors and 'upstream' links to tourism, distribution/foodservice/specialist retailing within the region, National UK Foodservice/Retail distribution and specialist export markets.

1.1.2
The importance of the sector has been recognised by Scottish Enterprise Dumfries & Galloway (SEDG) for many years.


A new strategy was written in 1996, revised in 1999 and further revised for the period 2003 – 2006.


This review, which T.L. Dempster Strategy & Research (TLDSR) was appointed to carry out by SEDG, has two principal objectives:


*
To update the sectoral information available to SEDG with regard to the structural changes and economic outputs of the Food and Drink Processing Sector between 1999 – 2002 linked to an evaluation of the impacts attributable to SEDG's assistance in that period.


*
To provide recommendations on the delivery of SEDG's future strategy for the sector.

1.1.3
At this time, the strategy is presented to the sector by SEDG through three product categories:


*
Cluster Products – sectoral specific products/services organised SE Network wide through Scottish Food and Drink and delivered by SEDG.

*
Network Products, non-sectoral specific initiatives organised SE Network wide through specialist product teams, and delivered by SEDG.


*
Local Products sector wide and company specific assistance designed and delivered by SEDG.


This review looks specifically at the impact of local products linked to the SEDG delivery of cluster and network products.

1.1.4
The contact management system currently adopted has a tiered approach split into 11 large companies (Account Managed), 8 high growth companies (Client Managed) and a database of 57 Universal companies communicated with through Small Business Gateway.

1.1.5
The co-ordination of the strategy is achieved through the position of a Food and Drink sector executive within the Growing Businesses Team.


A full and part-time executive are responsible for the Account and Client Management roles respectively.


All the above have access to specialised teams within SEDG and SE National with, for example, Export or Human Resource skills.


Links are also established within SEDG with other relevant executives with co-ordination responsibility for areas such as agriculture and tourism, as well as external links to other relevant bodies such as the Local Authority and Tourist Board.

1.1.6
The following targets and achievements have been recorded for the sector since 1996.

	
	
	Targets 

1996 – 1999
	Achievements 1996 – 1999
	+ / -
	Targets

2000 - 2010

	
	
	
	
	
	

	
	Turnover
	£347 million
	£278 million
	-£69 million
	£489.1 million

	
	
	
	
	
	

	
	Exports
	£91.3 million
	£34 million
	-£57.3 million
	£102 million

	
	
	
	
	
	

	
	Employment (FTES)
	2494
	2796
	+302
	3145



As already stated, part of this review was to establish progress between 1999 – 2002 towards the achievements targeted for 2010.

1.2
Methodology
1.2.1
Between the SEDG brief for this project, the TLDSR proposal in response and a set-up meeting between the consultancy team and SEDG's Project Manager a methodology for the review was agreed.

1.2.2
A Literature Review was carried out to provide background information on the Food and Drink Processing Sector as a whole, relevant sub-sectors within it and the Primary Sectors of fishing and agriculture.


The principal sources of information were:


*
SEDG and SE National reports and information


*
SERAD, statistical services


*
A variety of Market Intelligence publications


*
Other sources, as required.

1.2.3
A survey was carried out by TLDSR's appointed consultancy team and TLDSR's experienced business to business research team.


The survey resulted in:


*
6 face-to-face interviews with relevant SEDG executives and other relevant influencers – e.g. the Co-Chairmen of the South West Food Forum.


*
Contact with all 11 Account Managed companies resulting in the completion of:



7 complete face-to-face interviews



3 complete telephone interviews



1 non-actioned interview where statistical information was gathered from the Account Manager and earlier TLDSR contact during 2003.


*
Contact with all 8 Client managed companies resulting in the completion of:



4 complete face-to-face interviews



4 complete telephone interviews


*
Contact with all 57 Universal companies on the SEDG database resulting in:



6 complete face-to-face interviews



31 complete telephone interviews



18 no replies/continuous answering machines/declined to participate – information about whom was gathered from SEDG sources



2 identified as ceasing trading or unobtainable.


The questionnaire/interview structure was designed and agreed between the TLDSR consultancy team and the SEDG Project Manager.


Such was the comprehensive nature of this design that face-to-face meetings averaged 1.5 hours duration and telephone interviews 15-30 minutes depending on the level of involvement with SEDG during 1999 – 2002.

1.2.4
Finally, the methodology adopted for the economic impact evaluation involved the following stages and processes:

1.2.4.1
The scope of this evaluation was to determine the impact that SEDG interventions had had on food businesses for the period April 1999 – March 2002.  Whilst interventions from SEDG's Food programme were of primary interest, TLDSR also sought to establish where businesses had benefited from interventions from other SEDG functions.


The data required to undertake this evaluation was collected as part of the telephone and face-to-face interviews carried out by TLDSR during the course of this study.

1.2.4.2
TLD sought to establish, in the first instance, the rationale for businesses approaching SEDG for help.  Once established, we were able to ascertain the nature of the assistance that the company actually received to address their particular business issue.


TLD then established the impact that the assistance had actually had on the business.  To achieve this, we asked businesses to attribute particular actions and outputs to individual SEDG interventions.  Given the period of elapsed time between the intervention and evaluation, it was not always possible for businesses to recall the exact impact of an individual SEDG intervention.  Where this was the case, we asked the business to state, in general terms, what impact all SEDG assistance had had on their business.

1.2.4.3
In order to establish the level of additionality, businesses were asked the following questions:


Without SEDG, we would not have carried out these actions at all.


Because of SEDG, the actions were carried out quicker than would otherwise have been the case.


Because of SEDG, the actions were carried out on a bigger scale than would otherwise have been the case.


Because of SEDG, the actions were carried out to a higher degree of quality than would have been the case.


Regardless of SEDG, we would have implemented all the activities anyway.

The responses to the above questions gave us an indication of where additionality had been achieved, the nature of the additionality and the level of deadweight.

1.2.4.4
TLDSR established from businesses the total impact that the SEDG funded project had had on their business.  This information was established in terms of turnover, jobs, exports and productivity.  Once established, we asked the businesses to what extent they felt SEDG had impacted on these measures.  This was measured as either a Major Positive Effect, Minor Positive Effect, No Effect or Negative Effect.

Using the output information relating to jobs, turnover, productivity and exporting, and analysing against the type of additionality and the level of impact that SEDG assistance had on the project, a level of attributes and additionality could be established.

1.2.4.5
Finally, it was established from each business that the changes that had occurred in company behaviours and characteristics as a result of SEDG funded intervention.

2.0
EXECUTIVE SUMMARY
2.1
As at November 2003 the Food and Drink processing sector (including fish processing) within Dumfries & Galloway provides 2875 full-time and 858 part-time/seasonal jobs resulting in 3142 full-time equivalent (FTEs).


This is up by 32% from 2378 FTEs in 1996, and up by 1% from 2796 FTEs in 1999.


Employment in related sectors – i.e. fishing (seaboard) is 169 FTEs (Dec. 2002) and agriculture is 6898 FTEs (July 200).

2.2
Since 1999 the number of companies operating in the sector has risen from 52 to 74, their combined annual turnover has increased from £277.56 million to £329.62 million and total exports have declined from £34 million to £26.45 million.

2.3
The principal product sectors represented are:

	
	Sector
	% of Companies
	% of Employment (2003)
	% of Turnover (2003)
	% of Exports (2003)

	
	
	
	
	
	

	
	Dairy
	13.5%
	18.5%
	50%
	5%

	
	Seafood
	25.5%
	56%
	33.5%
	91%

	
	Meat
	17.5%
	10%
	9.5%
	2.5%

	
	Bakery
	10.5%
	6%
	1%
	0

	
	Other Manufacturing
	26%
	6.5%
	4%
	1.49%

	
	Non-Manufacturing
	7%
	3%
	2%
	0.01%


2.4
The companies are categorised within SEDG's contact management system as follows:

	
	Sector
	% of Companies
	% of Employment 
	% of Turnover 
	% of Exports 

	
	
	
	
	
	

	
	Account Managed
	15%
	79%
	90%
	93%

	
	Client Managed
	11%
	7.5%
	5.5%
	3%

	
	Universal
	74%
	13.5%
	4.5%
	4%


2.5
There is a good level of business confidence within SEDG's Food and Drink processing sector at present with 142 new jobs forecast by 2006.


The exception to this confidence is the smaller scallop processors where concerns about markets and raw material supplies prevail.

2.6
Overall sectoral turnover is also forecast to increase.  Exports remain problematic due to historical reasons. Growth in exports will require the development of niche markets such as speciality cheese, where collaboration amongst SEDG companies might be possible.


New seafood products for export need to be developed as do new export markets for current seafood offerings.

2.7
This has been a very positive evaluation of the impact resulting from SEDG interventions.


In Account managed companies projects were both accelerated and enhanced, company behaviour was also changed particularly in areas such as training.


There was evidence of absolute additionality from SEDG's interventions with Client managed companies.  Projects within this group covered a wider range of issues than those addressed with Account managed companies.


There was evidence from many Account and Client managed companies of a sense of partnership with SEDG, all expressed satisfaction with their linkages with SEDG.


Universal companies demonstrated significant impacts in behaviour and a propensity (on a small scale) for expansion due to SEDG interventions.

2.8
Communications with Account and Client managed companies were effective, this was less so with Universal companies.


The review recommends a further transfer of some Universal companies to Client managed status.

2.9
The principal issues facing SEDG's Food and Drink processing sector over the next three years include:


*
skills/management development


*
recruitment of staff at operator and technical levels, in some cases relating to availability; in others relating to applicant attitudinal issues.


*
lack of finance in some Client and Universal companies


*
issues to do with the cost and operation of distribution


*
concerns about increased competition and subsequent markeing knowledge and skills


*
some concern about availability of property.

3.0
THE ECONOMIC PERFORMANCE OF THE FOOD AND DRINK


INDUSTRY IN DUMFRIES & GALLOWAY
3.1
Overview

The latest reported levels of employment in food and drink processing, fishing and agriculture within Dumfries & Galloway are as follows:

	
	Sector
	Employment Levels
	Date and Source

	
	
	F/T
	P/T / Seasonal
	FTE
	

	
	
	
	
	
	

	
	Food & Drink Processing 1
	2875
	858
	3142
	TLDSR Nov 2003

	
	
	
	
	
	

	
	Fishing 2
	137
	64
	169
	SERAD, Dec 2002

	
	
	
	
	
	

	
	Agriculture
	6777
	363
	6898
	AGRI Census July 2002

	
	
	
	
	
	

	
	TOTAL
	
	
	10188
	



1 Includes fish processors


2 Sea based

3.2
Food and Drink Processing
3.2.1
The overall trends in economic activity within the food and drink processing sector from 1996 – 1999 to 1999 – 2003 are as follows:

	
	Measure
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	No. of companies
	52
	52
	74
	+22

+41%
	+22

+41%

	
	
	
	
	
	
	

	
	Employment (FTES)
	2378
	2796
	3142
	+764

+32%
	+346

+12%

	
	
	
	
	
	
	

	
	Turnover
	£316.53m
	£277.56m
	£329.62m
	+£16.09m

+5%
	+£52.06m

+18.7%

	
	
	
	
	
	
	

	
	Exports
	£76.76m
	£34.0m
	£26.475
	-£50.30

-65%
	-£7.52

-21.5%

	
	
	
	
	
	
	


3.2.2
The comparative measurement of Number of Companies by Product Sector, then Contact Management  category is as follows:

	
	
	No. of Companies

	
	Sector
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Dairy
	11
	10
	10
	-1 

(+9%)
	No change

	
	
	
	
	
	
	

	
	Seafood
	11
	13
	19
	+8

(+73%)
	+6

(+46%)

	
	
	
	
	
	
	

	
	Meat
	9
	8
	13
	+4

(+44%)
	+5

(+62%)

	
	
	
	
	
	
	

	
	Bakery
	10
	9
	8
	-2

(-20%)
	-1

(-11%)

	
	
	
	
	
	
	

	
	Other Manufacturing
	11
	11
	19
	+14

(+127%)
	+14

(+127%)

	
	
	
	
	
	
	

	
	Non-Manufacturing
	N/K
	1
	5
	N/A
	+4

(+400%)

	
	
	
	
	
	
	

	
	Total
	52
	52
	74
	+22

+42%
	+22 +42%


	
	
	No. of Companies

	
	Category
	* 1996
	* 1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Account
	8
	11
	11
	+3

(+37%)
	+3

(+37%)

	
	
	
	
	
	
	

	
	Client
	10
	13
	8
	-2

(-20%)
	-5

(-38%)

	
	
	
	
	
	
	

	
	Universal
	34
	28
	55
	+21

(+61%)
	+27

(+96%)

	
	
	
	
	
	
	

	
	Total
	52
	52
	74
	+22

+42%
	+22

+42%



*
In 1996 and 1999 


Account =
Larger companies
 >50 employees


Client =
Medium companies
11 – 50 employees


Universal =
Small companies
< 10 employees

3.2.2
Comments
3.2.2.1
The overall number of companies with the SEDG Food and Drink sector has increased by a reasonable amount, 42% growth in the number of companies from 1999 seems a good achievement.

3.2.2.2
During the survey a total of 14 Universal companies reported having started up since the last review.  One client company (Cally Seafoods) started trading in 1999 and we have also counted as a new start Thistle's entry into food sales during 2001.


This leaves a difference of 6, plus 2 Universal company closures recorded since 1999.  The most likely account of this is the non-inclusion of non-manufacturing companies in the 1999 database, and the non-inclusion of fish farms in 2003.

3.2.3
The comparative measurement of employment by product sector, then contact management category is as follows:

	
	
	Employment

	
	Sector
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Dairy
	554
	527
	575
	+21

+4%
	+48

+9%

	
	
	
	
	
	
	

	
	Seafood
	1416
	1660
	1760
	+344

+24%
	+100

+6%

	
	
	
	
	
	
	

	
	Meat
	180
	272
	322
	+142

+79%
	+50

+18%

	
	
	
	
	
	
	

	
	Bakery
	93
	169
	193
	+100

+107%
	+24

+14%

	
	
	
	
	
	
	

	
	Other Manufacturing
	135
	168
	203
	+68

+50%
	+35

+21%

	
	
	
	
	
	
	

	
	Non-Manufacturing
	N/K
	N/K
	89
	-
	-

	
	
	
	
	
	
	

	
	Total
	2378
	2796
	3142
	+743

+31.2%
	+325

+11.6%


	
	
	Employment

	
	Category
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Account
	N/A
	N/A
	2475
	
	

	
	
	
	
	
	
	

	
	Client
	N/A
	N/A
	236
	
	

	
	
	
	
	
	
	

	
	Universal
	N/A
	N/A
	431
	
	

	
	
	
	
	
	
	

	
	Total
	2378
	2796
	3142
	+743

+31.2%
	+325

+11.6%


3.2.3
Comments
3.2.3.1
Overall the increase of 11.6% achieved in employment levels within the sector since 1999 and 31% since 1996 is a creditable achievement.


TLDSR are unable to compare this achievement against comparable accurate data for the Scottish Food and Drink industry as a whole. Our perception is that SEDG achievement is ahead of national performance.

3.2.3.2
The increased employment in the meat sector has been achieved despite the historic insecurity of the region's abattoirs.  It is a feature of growth for Brown Brothers and Buccleuch as well as increasing numbers amongst Universal companies.

3.2.3.3
The growth in employment in the Bakery sector seems at odds with a slight reduction in the number of businesses and turnover.


This may have to do with de-skilling within the sector and the shift to 'food to go' sales resulting in increased activities such as on site sandwich making.

3.2.3.4
The growth in employment amongst Seafood companies is equally attributable to new start-up enterprises as well as growth in Account and Client managed companies.

3.2.3.5
The Dairy sector has recovered to above 1996 levels, principally due to growth from the Account and Client managed companies.

3.2.3.6
The 2003 employment total of 3142 FTEs is made up by the inclusion of part-time and seasonal jobs converted into FTEs.  Most part-time jobs were calculated as 2 per 1 FTE, seasonal jobs varied from 2-4 per 1 FTE depending on the duration of season reported.


The breakdown of part-time / seasonal employment by sector is as follows:

	
	SECTOR
	PART/TIME
	SEASONAL

	
	
	
	Jan – Mar
	Apr – Sept
	Oct - Dec

	
	
	
	
	
	

	
	Dairy
	16
	0
	45
	48

	
	Bakery
	95
	0
	0
	0

	
	Seafood
	9
	0
	0
	501

	
	Meat
	28
	0
	0
	0

	
	Others
	10
	0
	0
	55

	
	Total
	158
	0
	45
	604


3.2.4
The comparative measurement of turnover by product sector, then contact management category is as follows:

	
	
	Turnover £ millions

	
	Sector
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Dairy
	194
	143
	164.94
	-29
	+22

	
	
	
	
	
	
	

	
	Seafood
	61
	80
	111.11
	+54
	+35

	
	
	
	
	
	
	

	
	Meat
	53
	30
	30.76
	-16
	+7

	
	
	
	
	
	
	

	
	Bakery
	2
	4
	2.90
	-1
	-3

	
	
	
	
	
	
	

	
	Other Manufacturing
	6
	10
	13.06
	+5
	+1

	
	
	
	
	
	
	

	
	Non-Manufacturing
	N/K
	N/K
	6.85
	-
	-

	
	
	
	
	
	
	

	
	Total
	316
	277
	329.62
	+13.62

+43%
	+52.62

+19%


	
	
	Turnover £ millions

	
	Category
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Account
	n/k
	n/k
	296.40
	
	

	
	
	
	
	
	
	

	
	Client
	n/k
	n/k
	18.15
	
	

	
	
	
	
	
	
	

	
	Universal
	n/k
	n/k
	15.07
	
	

	
	
	
	
	
	
	

	
	Total
	
	
	329.62
	+13.62

+4.3%
	+52.62

+19%


3.2.4.1
Comments
3.2.4.2
Turnover in the Dairy sector is increasing principally due to increased sales from the relevant Account and Client managed companies.  Unlike employment, however, turnover has not yet recovered to 1996 levels.


The suggestion from the above is that higher value products are being introduced into the sector.

3.2.4.3
Seafood sales are increasing steadily as a result of increased activity from both established and new companies.

3.2.4.4
Growth in sales at Brown Brothers and Buccleuch linked to greater activity amongst Universal companies account for growth in the meat sector.

3.2.5
The comparative measurement of Exports by product sector, then contact management category is as follows:

	
	
	Exports, £ million *

	
	Sector
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Dairy
	19.250
	5.700
	1.400
	-17.85

-92%
	-4.3

-75%

	
	
	
	
	
	
	

	
	Seafood
	11.256
	17.052
	24.100
	+1.844

+114%
	+7.048

+41%

	
	
	
	
	
	
	

	
	Meat
	46.161
	10.500
	0.600
	-45.561

-98%
	-9.900

-94%

	
	
	
	
	
	
	

	
	Bakery
	-
	-
	-
	
	

	
	
	
	
	
	
	

	
	Other Manufacturing
	-
	0.446
	0.350
	-
	-0.096

-21%

	
	
	
	
	
	
	

	
	Non-Manufacturing
	-
	-
	0.025
	+0.025
	+0.025

	
	
	
	
	
	
	

	
	Total
	76.667
	33.998
	26.475
	-50.3

-65.5%
	-7.32

-21.5%


	
	
	Exports

	
	Category
	1996
	1999
	2003
	2003 

±

1996
	2003

±

1999

	
	
	
	
	
	
	

	
	Account
	n/a
	n/a
	24.55
	-
	-

	
	
	
	
	
	
	

	
	Client
	n/a
	n/a
	0.8
	-
	-

	
	
	
	
	
	
	

	
	* Universal
	n/a
	n/a
	1.1
	-
	-

	
	
	
	
	
	
	

	
	Total
	76.667
	33.998
	26.45
	-50.22

-65.3%
	-7.54

-22.2%


3.2.5.1
Comments
3.2.5.2
Increased exports for Seafood have not fully compensated for the restricted access to meat export markets for Scotland at present.


Dairy  exports continue to decline in the aftermath of the Nestlé closure in 1998.  The majority of current sales are Milk Link's exports to Ireland.

3.3
Fishing & Fish Farming
3.3.1
Fishing
3.3.1.1
According to Sea Fisheries statistics the number of fishing vessels based in Dumfries & Galloway has risen from 115 in 2000 to 120 in 2002.


There were 183 fishermen fully employed on these vessels (many of which would be operated single-handed on a part-time basis) in 2000 reducing to 137 in 2002.  Part-time employment in 2000 was 109 and reduced to 64 in 2002.


The full and part-time employment equates to 169 FTEs for 2002.


There are, of course, shore based jobs associated with this fleet principally engaged in the maintenance of equipment.  Based on research carried out during February 2003, TLDSR would estimate these jobs at around 40 in number.


A significant change to the above employment level is anticipated during 2004 subject to the controlled re-opening of the Cockles and Mussels fishing beds on the Solway Firth.

3.3.1.2
During the period 1997 to 2003 (9 months to September) the volume and landings of fish and shellfish into Dumfries & Galloway ports has been as follows:

Volume
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In terms of individual species the movement in landings since 1997 is:

	Species (Tonnes)
	1997
	1998
	1999
	2000
	2001
	2002
	2003 (Sept)

	
	
	
	
	
	
	
	

	Cod
	49.7
	55.3
	60.4
	14.1
	10.6
	16.6
	9.7

	Crab
	39.8
	7.5
	7.1
	0
	0
	0
	0

	Haddock
	41.2
	76.2
	50.2
	19.9
	29.9
	43.5
	16.6

	Lobster
	11.1
	16.9
	26.1
	4.9
	5.1
	2.0
	1.5

	Nethrops
	10.1
	1.8
	2.6
	8.0
	8.2
	9.6
	8.9

	Scallops
	404.2
	624.0
	1038.9
	457.8
	681.8
	612.9
	343.7

	Queen Scalllops
	5058.7
	6746.2
	4664.0
	3334.1
	4715.7
	3458.9
	3072.1

	Whelks
	176.2
	27.7
	66.0
	55.8
	68.0
	11.6
	5.2

	Dogfish
	31.4
	41.5
	73.3
	11.9
	1.2
	16.6
	16.1

	Whiting
	28.0
	17.4
	36.2
	2.8
	9.9
	13.2
	22.4


Overall from 1997 the trend is reduced landings of both shellfish and fish at Dumfries & Galloway ports.  Values of those landings have reduced in parallel to tonnages.

By far the most significant species landed are Scallops and Queen Scallops where tonnages are significantly down in 2002 – 2003 when compared to 1997 – 1998 levels.

3.3.1.3
Fish Farming

There are 7 trout farms in Dumfries & Galloway where employment is estimated at 28 FTEs.


We have no current estimates for the annual tonnage of trout produced but SEDG are aware that all but one farm's production is sold/processed through the Scottish wide co-operative, Scot Trout Limited based in Bellshill, Lanarkshire.


The Scot Trout members' farms have not been included in this evaluation.

3.4
Agriculture

3.4.1
There are several sources of information regarding levels of employment within agriculture in Dumfries & Galloway.


The Economic Audit 2003 puts employment numbers at:


Full Time
2506
farm owners



1355
spouses of owners



2916
employees

Sub-Total
6777

Annual/seasonal
363
employees which equates to 121 FTEs (assuming a 4 month engagement) bringing the total for the sector to 6898 FTEs.

3.4.2
The principal farming activity is grazing livestock, being dairy cows, beef cattle and sheep.


There are small levels of production in cereals and other arable crops.


While SEERAD publish very detailed figures on annual farming outputs, they are presented as National or Regional (South West) statistics.


The South West region covers East Central, Argyll & Bute, Clyde Valley, Ayrshire as well as Dumfries & Galloway.


At the time of presenting this report TLDSR have been unable to 'get below' the published regional figures but are still trying to establish Dumfries & Galloway outputs for milk, beef, lamb and cereals/crops.

3.5
Current Links
3.5.1
Seafood
3.5.1.1
The 2003 review survey shows that in the major species of shellfish processed, i.e. prawns (nethrops) all the processors suggest that they source very little or none of their raw materials from the local area.


Indeed the 8.9 tonnes of nethrops landed at Dumfries & Galloway ports so far in 2003 represent 0.05% of one of the region's processor's annual 16,000 tonne requirement.

3.5.1.2
The exceptional species is Scallops/Queen Scallops where some processors report 100% local sourcing with partial sourcing from others.


To put this connection into perspective, exports of Scallops/Queen Scallops from Dumfries & Galloway can be estimated at a value of £11,700,000 per year.  The total value of Scallops/Queen Scallops landed during 2002 was approximately £2,400,000.


This represents 20% of the region's export value which will equate to a significantly lower proportion of volume.

3.5.2
Milk
3.5.2.1
Milk is the most significant link from primary to further processing in Dumfries & Galloway.

3.5.2.2
One Account managed company reported sourcing 150 million litres (50% of needs) annually from the region.  Another sourced a further 50 million litres (100% of needs).  Another source 90% of their milk between Castle Douglas and Ayr.  Inclusion of other producers suggests that around 300 million litres of milk is sourced from Dumfries & Galloway annually.


If we manage to identify total milk production for the region then we can identify the proportion of total output which this represents.

3.5.3
Beef and Lamb
3.5.3.1
TLDSR can identify 5 of the meat processors interviewed who buy 100% of their raw materials from Dumfries & Galloway.


The combined annual sales of these companies is £7.78 million, of which a significant majority is one Client managed company.

3.5.3.2
Assuming that liveweight raw material costs represent around 30% of 'boned out' selling prices then these companies would be spending at least £2.3 million with Dumfries & Galloway farmers.


Again, without knowing more about actual Dumfries & Galloway farm output we cannot put this level of spend into perspective.

3.5.4
Other Links

3.5.4.1
There are examples of farm based businesses where processing is integrated with primary production.  The two bee keeping companies are examples, as is Ladypark Farms (eggs).  Several dairy enterprises are farm based, one of which, Cream 'O' Galloway is fully integrated into tourism, a real 'field to plate' enterprise.


TLDSR would estimate that there are 7 – 8 farm based food processing businesses in Dumfries & Galloway at this time.

4.0
THE DAIRY SECTOR
4.1
Overview
4.1.1
The Dairy processing industry in Dumfries & Galloway has as its most important markets, cheese, followed by UHT products, then yoghurt-based products, and then ice cream.

4.2
Cheese
4.2.1
Markets
4.2.1.1
The markets for the big players, Glanbia and Caledonian Cheese are essentially the UK national markets, whereas the smaller producers variously sell 85% – 100% of their production in Scotland.


Other than some exports of whey powder to the Far East there are no exports of cheese achieved from Dumfries & Galloway.

4.2.1.2
The UK market for cheese is reported by Mintel as follows:

	
	YEAR
	VOLUME

'000 TONNES
	+ / -

ON PREVIOUS YEAR
	VALUE

£MILLIONS
	+ / -

ON PREVIOUS YEAR

	
	
	
	
	
	

	
	1998
	316
	
	1577
	

	
	1999
	316
	
	1584
	+7

	
	2000
	322
	+6
	582
	-2

	
	2001
	325
	+3
	1597
	+15

	
	2002
	331
	+6
	1600
	+3

	
	2003 (est)
	341
	+10
	1671
	+71

	
	2004 (forecast)
	
	
	1706
	+35

	
	2005 (forecast)
	
	
	1741
	+35

	
	2006 (forecast)
	
	
	1794
	+53

	
	2007 (forecast)
	
	
	1844
	+50


4.2.1.3
During 2002 the principal types of cheese that made up the market with a summary of their historical trends and forecasts were:

	
	TYPE
	2002 MARKET

 SHARE
	TREND

2000 – 2002
	FORECAST 2003 - 2007

	
	Cheddar
	50%
	Stable
	Up 4%

	
	Territorial
	14%
	Up 7%
	Up 19%

	
	Soft
	11%
	Down 9%
	Up 1%

	
	Processed
	12%
	Up 13%
	Up 21%

	
	Continental
	10%
	Up 5%
	Up 28%

	
	Pick 'n' mix
	>1%
	Down 87%
	Non-exist

	
	
	
	
	


4.2.1.4
The principal market for the Account managed cheesemakers is cheddar, where the market was valued at £853 million (RSP).


It is forecast to grow by 4% on value to £9.36 million by 2007 but reduce in volume by 2.1% (7.1 tonnes) to 334 tonnes.


Mintel attribute this to cheddar's commodity status and the subsequent difficulty in trading up.  Caledonian is proving an exception to this forecast by trading up with the premium 'Seriously Strong' brand.  The commodity status issue is more one for non-branded producers, where the pressure is on the reduction of unit costs.


It is interesting that Mark Robertson of Glanbia has a personal aspiration for the Creamery to produce a locally branded quality cheese.


It is further interesting to note that if you convert the region's Account managed companies combined annual turnover of £132 million (at MSP)to an RSP value of £264 million, then Dumfries & Galloway supplies over 31% of UK cheddar consumption and 16.5% of total UK cheese consumption.

4.2.1.5
The smaller producers are in the Territorial Cheese category, valued at £220 million in 2002 and forecast to grow to £268 million by 2007.


Because of the premium nature of Territorial Cheese its value growth in sales is forecast to be matched with volume growth.


The challenge for the Dumfries & Galloway companies in this market is to:


a)
Achieve a more penetrating distribution within existing regional markets.


b)
Educate a broader cross-section of discerning consumers to the attractions of their products.


c)
Possibly achieve wider distribution.

4.2.1.6
In an overall sense there may be a challenge relative to markets for large and small enterprises on the development of export markets, possibly jointly and in collaboration with other Scottish regional manufacturers.

4.2.2
Some of the internal issues raised by cheesemakers during the survey were:

· increased competition

· lack of skills and skilled staff  - 1 Account and smaller companies

· lack of a brand – 1 Account
· low margins – 1 Account
· effluent disposal – 1 Account
· finance - 2 Universal companies

· property – 1 Universal company

· problems associated with expansion - 2 Universal companies.

4.3
UHT Products
4.3.1
Most analysts are predicting a static or slightly reducing UK market by volume for Dairy Products to 2006.


This is in contrast to our major European partners where growth is forecast to 2006 – e.g. Spain (+7.4%), Italy (+4.4%), Germany (+3.3%).

4.3.2
Within this 'flat' UK forecast liquid milk will decline in volume consumption.


The UHT sector which Milk Link's Dumfries & Galloway plant supplies has been stable but is forecast to lose ground to shorter shelf-life alternatives in the principal product areas of milk, flavoured milk and cream.

4.3.3
Despite this Milk Link has recently invested in their Kirkcudbright plant, suggesting confidence in the future.

4.3.4
The external challenges faced by companies in this sector are:


a)
To maintain volumes of existing products by taking market share from competitors.


b)
To develop new products which bring a 'fresh', 'healthier' or 'innovative' improvement to UHT.


c)
To develop new export markets.

4.3.5
The internal issue reported by Milk Link was in the recruitment of specific skills such as engineering.

4.4
Yoghurt Based Products
4.4.1
Most forecasts predict good growth both in value and volume terms for yoghurt based products between now and 2006.


For example, the Mintel forecast is :

	
	YEAR
	MARKET VALUE

£ MILLIONS
	MARKET VOLUME

MILLION UNITS

	
	
	
	

	
	2002
	760
	2714

	
	2003
	806
	2886

	
	2004
	854
	3038

	
	2005
	903
	3204

	
	2006
	960
	3397


4.4.2
Strongest growth is forecast for premium products and those with functional ingredients for yoghurt products and yoghurt based drinks.


Rowan Glen, Dumfries & Galloway's principal yoghurt manufacturer is very well placed to address those external market issues.


The region's other yoghurt makers, Aislings Organic and Loch Arthur Creamery are small niche manufacturers.

4.4.3
The internal issues reported by this sector included:


a)
increased competition – 1 Account managed company


b)
lack of finance – 1 Universal company


c)
possible lack of available staff – 1 Account managed company

d)
problems of rapid expansion – 1 Universal company

e)
lack of specific skills – 1 Account managed company

f)
availability of property – 1 Universal company

g)
issues to do with distribution (costs and logistics).

4.5
Ice Cream Sector
4.5.1
This final segment of the Dairy Industry is represented by smaller farm based companies, the leading example of which is Cream 'O' Galloway.


In all cases the market supplied is predominantly Scotland, and Dumfries & Galloway in particular.  Around 5% of Cream 'O' Galloway's sales are outwith Scotland whereas 40% of their sales are from their own tourist outlet.


Looking at National UK market statistics show the following trend and forecast for overall consumption of ice cream:

	
	YEAR
	VOLUME

(MILLION Kgs)
	+ / - ON PREVIOUS YEAR

	
	
	
	

	
	1996
	432.4
	

	
	1997
	447.0
	+14.6

	
	1998
	458.0
	+11.0

	
	1999
	494.0
	+36.0

	
	2000
	531.9
	+379

	
	2001
	549.3
	+17.4

	
	2002
	573.2
	+23.9

	
	2003 (forecast)
	598.3
	+25.1

	
	2004 (forecast)
	623.3
	+25

	
	2005 (forecast)
	648.5
	+25.2

	
	2006 (forecast)
	673.3
	+24.8


4.5.2
It is likely that Dumfries & Galloway's ice cream makers are in the super premium category which by 2001 had grown to a 12% share of the 'take home' market from an 8% share in 1997.  Much of this has been led by the national success of brands such as Haagen Dazs and Ben & Jerry, or in Scotland, Mackies.

4.5.3
While it can be said that the Dumfries & Galloway companies are in the right position at the right time the external market issues they face include:


a)
developing distribution and consumer loyalty, even locally against such strong national brands.


b)
keeping pace with the speed of NPD and packaging developments – e.g. multi-packs.


c)
continuing to find niche routes to consumers.

4.5.4
The internal issues facing the region's ice cream makers were recorded as:


a)
Funding – 1 Client managed company


b)
Increased competition – Client and Universal company


c)
Lack of available staff (full time and seasonal) - Client and Universal company


d)
Lack of market knowledge – 1 Client managed company


e)
Problems linked to distribution – 1 Client managed company


f)
Premises / equipment – 1 Client managed company


g)
lack of skills – 1 Universal company.

5.0
THE SEAFOOD SECTOR
5.1
Overview
5.1.1
The Seafood sector in Dumfries & Galloway comprises:

	
	-  Salmon / smoked salmon processing
	Where 1 Account Managed and 7 Universal companies account for 1065 jobs (UNIQ 1025) which is 60% of the sector total.

	
	
	

	
	-  Frozen scampi
	Where 2 Account managed companies account for 415 jobs which is 23.5% of the sector total.

	
	
	

	
	-  Fresh / frozen prawns
	Where 1 Account and 1 Client managed company account for 82 jobs, which is 4.5% of the sector total.

	
	
	

	
	-  Other shellfish (esp Scallop)

    processing
	Where 1 Account and 3 Universal companies account for 191 jobs, which is 11% of the sector total.

	
	
	

	
	-  Fish trading
	Where 1 Universal company accounts for 2 jobs.


5.1.2
There is evidence of the lines of segmentation becoming a little blurred with UNIQ, for example, moving into shellfish based recipe meals for Marks & Spencer and Galloway Seafoods into fish/shellfish based platters for Asda.

5.2
Salmon / Smoked Salmon
5.2.1
At present £45.68 million sales for Dumfries & Galloway companies are to the UK market (74%) and £15.93 million is to export markets (26%).

5.2.2
The retail market for smoked salmon in the UK has the following historic trends:

	
	YEAR
	VALUE    £ MILLIONS

	
	
	

	
	1998
	36

	
	1999
	40

	
	2000
	48

	
	2001
	56

	
	2002
	67

	
	2003 (est)
	80



As can be seen growth between 1998 – 2003 is 122%.

5.2.3
There will, of course, be a further significant market for the foodservice sector, nevertheless with UK sales of £45.68 million from Dumfries & Galloway companies, the region must account for a significant share of the UK smoked salmon market.

5.2.4
The internal issues report for this sub-sector were:


a)
Lack of available seasonal staff – 1 Account company


b)
Legislation / environmental issues – several Universal companies


c)
Problems with distribution / marketing – 1 Universal company


d)
Lack of finance – 1 Universal company


e)
Property – 1 Universal company.

5.3
Frozen Scampi
5.3.1
All £33.5 million sales from Dumfries & Galloway companies are to the UK.

5.3.2
Sales of frozen scampi in the UK are reported by Mintel as:

	
	YEAR
	FROZEN SCAMPI SALES
	GROWTH 1999 - 2001

	
	
	
	

	
	1999
	£29.9 million
	

	
	2001
	£37.5 million
	+25.4%


Given the Manufacturers Selling Price (MSP) sales levels reported the market must have continued to grow at significant rates and Dumfries & Galloway companies must account for the majority of supply to the UK market.

Sales of fish overall in the UK is expected to grow by 32% between 2002 and 2006 with strongest growth from fresh/chilled products.  Frozen products will still grow, albeit at a slower rate.  TLDSR would suspect that scampi will reflect this in that sales will continue to grow but at a slower rate than is currently being recorded.

5.3.3
Both SEDG companies are involved in new product developments, albeit in one case production can happen at other sites in the UK, which are designed to address the external issues.


The internal issues the companies reported for the future were:


a)
increased competition  


b)
lack of available staff


c)
lack of skills


d)
improving appearance of site 

5.4
Fresh/Frozen Prawns
5.4.1
Of the £3.2 million sales of these products from Dumfries & Galloway £2.5 million are to the UK and £0.7 million is in exports.  One of the two companies involved reports 95% UK sales.  The other 80% exports, so although similar in process they have found different market places.

5.4.2
In the UK sales of frozen and fresh/chilled prawns have grown significantly.  In particular, fresh/chilled sales grew by 45.3% between 1999 and 2001.


Export markets appear to have been a bit more volatile, however, TLDSR have not specifically researched market statistics for these markets.


The external and internal issues reported were:


a)
Lack of finance 


b)
Falling sales – on export markets.


c)
Lack of available staff.


d)
Poor attitude to work from staff.


e)
Problems with distribution/marketing 


f)
Concern about EU Quotas on prawn and subsequent decommissioning of prawn fleet.

5.5
Other Shellfish
5.5.1
Only 2 of the Universal companies involved in this sub-sector completed the full survey.


The internal issues they reported were:


a)
Increased competition


b)
Lack of available staff


c)
Confidence in future raw material supplies


d)
Falling sales


e)
Access to licensed cockle fields.

5.6
Fish Trading
5.6.1
This is one company whose 2 employees account for £1.5 million sales, all of which are into Scotland.

6.0
MEAT AND MEAT PROCESSING SECTOR
6.1
Overview

The meat sector in Dumfries & Galloway fits into two principal market segments:  Red Meat and Cooked Meats.


The red meat sector is made up of 1 Client managed company and 11 Universal companies.  The £9.76 million turnover achieved is 99% in Scotland (mostly Dumfries & Galloway) for the Universal companies.  One Client managed company has £0.58 million sales in Scotland and £5.3 million to the rest of the UK.


The cooked meat sector is made up of 1 Account managed company whose sales are £20.4 million to the UK and £0.6 million in exports.

6.2
Red Meat
6.2.1
The historic trends and forecasts for the value of the UK red meat market are as follows:

	
	YEAR
	MARKET VALUE

£ MILLION
	+ / - ON

PREVIOUS YEAR

	
	
	
	

	
	1998
	3691
	

	
	1999
	3771
	+80

	
	2000
	3687
	-84

	
	2001
	3231
	-456

	
	2002
	3223
	-8

	
	2003 (forecast)
	3520
	+27

	
	2004 (forecast)
	3250
	=

	
	2005 (forecast)
	3291
	-41

	
	2006 (forecast)
	3320
	+29

	
	2007 (forecast)
	3305
	-15



As can be seen the downward trend in red meat consumption appears to have steadied and forecasts  are for the value of the market to increase by 2.5% between 2002 and 2007, actual volume increases will probably be lower.

6.2.2
The external challenges facing the red meat sector will be:


a)
To promote the healthier aspects of meat consumption.


b)
To offer consumer and foodservice markets more innovative and convenient products.

6.2.3
The internal issues reported by red meat companies included:


a)
Lack of finance


b)
Lack of quality staff and availability of part-timers


c)
Cost and logistics of distribution – Client managed


d)
Property issues – 1 Universal  company


e)
New technology -  e-marketing – 1 Universal company


f)
Keeping up with trends / market knowledge – Several Universal companies


g)
Lack of available staff.


h)
Lack of skills.


i)
Competition from larger companies – Universal.

6.3
Cooked Meats
6.3.1
At this time TLDSR have only researched statistics for other meat products which include bacon, cooked meats and other such products.


The historic trends and forecasts for this market are:

	
	YEAR
	MARKET VALUE

£ MILLION
	+ / - ON

PREVIOUS YEAR

	
	
	
	

	
	1998
	5648
	

	
	1999
	5773
	+125

	
	2000
	5999
	+226

	
	2001
	6204
	+205

	
	2002
	6471
	+267

	
	2003 (forecast)
	6707
	+236

	
	2004 (forecast)
	6812
	+105

	
	2005 (forecast)
	3987
	+175

	
	2006 (forecast)
	7316
	+329

	
	2007 (forecast)
	7537
	+222



As can be seen this large and multi-product market has grown by 14.5% from 1998 to 2002.  It is forecast to grow by a further 16.5% to 2007.

6.3.2
The internal issues for the Account managed company who is Dumfries & Galloway's representative in this market are:


a)
Lack of skills, particularly
senior management in terms of general




management, sales/marketing and technical.


b)
Problems with marketing.


c)
Possible problems with property expansion.

7.0
THE BAKERY SECTOR
7.1
Overview

The bakery sector is made up of 8 Universal companies whose £2.9 million turnover is achieved 100% in Scotland and probably mostly within Dumfries & Galloway itself.

7.2
The UK market for the principal product segments, bread and morning goods and cakes has the following historic trends and forecasts.

	
	YEAR
	BREAD & MORNING GOODS

£ MILLION
	CAKES

£ MILLION

	
	
	
	

	
	1998
	2800
	1567

	
	2000
	2838
	1694

	
	2002
	2952    +5.4%
	1758   +1.2%

	
	2004 (forecast)
	3065
	1890

	
	2006 (forecast)
	3176   +7.6%
	2053   +16.8%

	
	
	
	



As can be seen the market within which Dumfries & Galloway's bakery companies operate is a growing one.

7.3
Given the regional nature of their markets the external challenges they might face are:


a)
To maintain, if not increase, their market share within the region against alternative sources of bakery products, and each other.


b)
To enhance distribution of their products within the region.


c)
To develop products and skills which might allow development of sales outwith the region.

7.4
The internal issues reported were:


a)
Awareness of employment law – 1 company


b)
Pricing issues relative to supplying supermarkets – 1 company


c)
Lack of finance - several


d)
Health and safety issues for new factory – 1 company


e)
Increased competition – several


f)
Lack of staff – 1 company


g)
Lack of skills – several


h)
New technology – 1 company


i)
Level of Council taxes – 1 company.

8.0
OTHER SECTORS
8.1
Overview

The other sectors not individually reported on within Dumfries & Galloway's Food and Drink Processing industry are made up as follows:

	8.2
	Confectionery
	Made up of 6 Universal companies whose annual turnover totals £0.167 million.  Only 1 of the companies fully completed the survey and their sales of £10,000 were 50% Scotland, 45% UK and 5% export.  They provide 12.5 FTEs.

The issue reported from the 1 company was about the availability of grants and loans to support expansion.

Given the information TLDSR have on this sub-sector, only 1 business has a turnover in excess of £100,000, the remainder are obviously lifestyle/owner operated businesses.  The challenge for some will be how to move on from that status.

	
	
	

	
	
	

	8.3
	Drinks
	The drinks sector includes a distillery, brewery, spring water bottler and a wine cellar.

All are Universal companies who collectively, excluding the distillery (no relevant information) account for £0.28 million turnover and provide 12 FTEs.

The internal issues reported by the 3 full participants were:

a)
Lack of finance x 2

b)
Problems of distribution / marketing x 1

	
	
	

	
	
	

	8.4
	Preserves
	Made up of 4 Universal companies who have a combined annual turnover of £0.165 million, of which £45K is in honey and £120K is in preserves/condiments.

Collectively the 4 companies provide 6.5 FTEs.

The internal issues reported were:

a)
Lack of finance x 1

b)
Problems of rapid expansion x 1

c)
Availability of property x 1

d)
Cost of premises/equipment x 1

	
	
	

	
	
	

	
	
	


	8.5
	Pâté manufacture
	Made up of 1 Account managed company providing 75 FTEs from a £5.9 million turnover.

The internal issues reported were:

a)
Increased competition – lower profit margins

b)
Quality of factory personnel

c)
Lack of specialist skills, especially Food Technology

d)
Distribution costs – now exceed £300K per annum.

	
	
	

	
	
	

	8.6
	Vegetable preparation
	Made up of 1 Client managed company with an annual turnover of £5 million and providing 78 FTEs.

The internal issues reported were:

a)
Lack of specific skills

b)
Adoption of new technology

	
	
	

	
	
	

	8.7
	Eggs
	Made up of 2 Universal companies, 1 with a turnover of £8K and the other a turnover of £429K, a total of £0.437 million.

They provide 15 FTEs.

The larger of the two reports the following internal and external issues:

a)
Lack of finance

b)
Problems of distribution, especially dealing with factory gate pricing

c)
Problems of presentation of market knowledge

d)
Sourcing new local partners for free range egg supply to packing facility

e)
Practical development of new product ideas.

	
	
	


8.7.1
It is this company's contention that they need help to exploit a major opportunity in free range egg production / packing for Dumfries & Galloway.


The top line information on the UK egg market is as follows:


a)
Consumption in the UK for:



2000 was 9.92 billion eggs



2002 was 11.42 billion eggs



an increase between 2000 – 2002 of 15.1%.


b)
The UK egg production split was:

	
	YEAR
	CAGED BIRDS
	FREE RANGE
	BARN

	
	
	
	
	

	
	2000
	74%
	20%
	6%

	
	2002
	70%
	25%
	5%



c)
Consumption is expected tor grow by 13% to 2006.


d)
In 2000 the UK imported 1.116 billion eggs and in 2002 1.332 billion.


e)
UK production is approximately 10.232 billion eggs.


All of this information, at least on the surface, seems to support the observed level of opportunity.

9.0
ECONOMIC IMPACT
9.0.1
This section considers the economic impact on the region resulting from SEDG intervention.  It considers the impacts of the three customer groups and concludes with an overall summary.

9.1
Account Managed Companies

9.1.1
Account managed companies gave a variety of reasons as to the business reasons for initially approaching SEDG for assistance. In general, the principle reason for approaching SEDG was prompted by training requirements, a need for building/capital assistance or general business expansion. Relatively few companies cited a need for help with strategic direction or technological assistance.

In the main, these businesses were looking for Grants to support identified business requirements. However, 8 of the companies interviewed also said that they were initially seeking advice and information from SEDG. When considering these figures, it should be noted that most of the businesses stated they were seeking more than one type of support. Most companies, therefore, were seeking a combination of grant and advisory assistance.

In practice, these companies received a wide range of assistance from SEDG. This included advice & information, property assistance and event attendance. However, the principal form of support given to Account managed companies was in the area of training, networking and grant support.


Companies were able to clearly articulate impacts resulting from grant based assistance. To a certain extent, this is to be expected, since generally, grant assistance is given to fund a clearly defined project with planned outcome. Training also resulted in attributable impacts, generally in terms of staff development plans, increased quality etc.  Attribution was less obvious from other forms of assistance, where a direct output was not so clear.

9.1.2
Turning now to additionality, TLDSR considered time, scale, quality and absolute.

Seven Account managed businesses stated that as a result of SEDG intervention, their projects were carried out faster than would otherwise have been the case. There was no specific correlation between those companies who stated time additionality and the nature of the assistance they received. Time additionality was connected with a wide range of interventions.

Companies had difficulty in specifying the precise time impact of SEDG assistance. However, in general, projects were brought forward by a period of between 4 and 12 months.

TLDSR did not identify any additionality in terms of project scale. That is to say, SEDG intervention had no impact on the size of the project being undertaken.

Four companies agreed that because of SEDG the actions were carried out to a higher degree of quality than would otherwise have been the case. This increase in quality was manifest in a number of ways. One company said that the quality of their produce had increased and, as a result, they were experiencing less customer complaints. Another said that SEDG assistance helped them to focus attention on components of their project that they might otherwise have missed. Other comments related to the knowledge that SEDG had brought to the project and the fact that SEDG was able to add significant value through being able to access local networks and contacts to assist in project delivery.  Again, there was no specific correlation between scale additionality and any particular SEDG intervention.

No evidence of absolute additionality among this customer group was found. That is to say, no Account managed companies said that without SEDG support, they would not have carried out these actions at all.

There was evidence of deadweight in project support, albeit coming from one company. In this case, the company concerned said that they would have proceeded with their project regardless of whether or not SEDG had supported them.

Therefore, among the Account managed group of companies, SEDG has achieved levels of additionality through its interventions. This additionality is reflected primarily in time and quality of projects, both of which are important measures of public sector intervention. 

9.13
Economic Impact

Overall, Account managed companies claimed that 141 jobs had been created through projects supported by SEDG. However, this figure must be considered in light of additionality, which showed no evidence of absolute additionality occurring. Consequently, all 141 jobs cannot be attributed to SEDG assistance. However, a number of companies said that SEDG intervention had a major impact on employment, and that, therefore, a proportion of the jobs created can be directly attributed to SEDG.

A total of £10,600,000 of sales were generated from SEDG funded projects. Again, there is no evidence of absolute additionality, and, therefore, not all these sales can be attributed to SEDG.  This would suggest that SEDG had a relatively minor impact on these figures, since only two companies stated that SEDG had had a major positive impact on sales.

Limited impact on exporting activity among this group of companies was found. 

In terms of productivity improvements, two companies felt that they had experienced an impact on productivity levels. This resulted from training interventions, where the company believed that they had experienced increased productivity levels resulting from their training.  However, they found it difficult to state exactly what productivity increase they had experienced, and estimated it to be in the region of 2% of turnover, which equates to approximately £50,000.

TLDSR were not able to identify any significant levels of displacement as a result of increased company sales. Where displacement was identified, it was related to competitors outside the SEDG area, either in Scotland or the UK.

9.1.4
Expected Future Impacts

TLDSR identified a further 47 jobs that are planned to be created over the next 3 years as a result of SEDG intervention during the evaluation period.

In addition, two companies are planning to increase sales by a total of £7,100,000 over the next 3 year period.

9.1.5
Company Characteristics

Key to sustainable company growth are the characteristics and behaviours displayed within a company.  Therefore, in an economic impact evaluation, it is important to consider the effect of public sector intervention of company characteristics as well as direct outputs. To identify the impact of company behaviours and characteristics, the following question was asked

“As a result of SEDG support between April 1999 and March 2002, would you say that your firm now displays any of the following characteristics”?

The following table shows how companies responded to this question.

Characteristic
No. of Companies


(all out of 10 Account


company responses)

Promotes innovation and




4

encouragement of new ideas

Better understands customer needs



2

Better understands the value of 



6

training and has implemented training plans

Understands the value of networking and


3

actively engages in networking activities

Better understands e-trading and the implications

1

for the business

Adopted a strategy for growing the business


3

Started or expanded our international trade activities

0

Improved marketing methods




3

Expanded our existing premises



5

or moved into new premises

Stronger financial position




4

As can be seen from the above table, companies are showing a range of behaviours that have been impacted by SEDG interventions. Notably, improved premises and the value of training plans feature heavily in the above results. 

Another point to note is that Account managed companies value the networking aspect of SEDG interventions. This is not reflected strongly in the above figures for the simple reason that a lot of Account companies already understand the value of networking, and are seeking to engage with SEDG to further develop this area.

Account managed companies are seeking access to networks of a relatively sophisticated nature. They seek to network at government level, with key influencers within their industry and with key economic influencers such as banks and corporate lawyers. 

9.2
Client Managed Companies
9.2.1
Client managed companies gave a wide range of business reasons for contacting SEDG. In the main, these reasons were prompted by a need for strategic direction, to help identify market opportunities and building/capital assistance.


What Client companies were seeking to help address these business issues was predominantly grant funding, advice and information. In one case, a company were seeking to access anything that was on offer by SEDG. 


Client managed companies, in reality, received a wide range of interventions from SEDG, wider, in fact, than those delivered to account managed companies. There was no particular intervention that was more prominent than any others. A feature of this group was a general uniformity across all available support mechanisms.  We believe that this could be an indicator of the type of knowledge intervention that these companies require, and their propensity to react to that knowledge.


Similar to Account managed companies, client companies were most able to clearly articulate impacts resulting from grant based assistance. 


In terms of additionality, two companies said that their actions were carried out quicker than would have otherwise been the case if SEDG had not offered assistance.


Four companies said that their project was carried out on a larger scale than would have been the case had SEDG not offered assistance. Again, similar to account managed companies, there was no specific correlation between types of assistance and additionality.  However, some of the companies were able to articulate the level of scale that SEDG assistance resulted in. This was stated as between 10% and 30%.  


Three companies agreed that the quality of their project had been improved through SEDG involvement. Similar to account managed companies, this was focused around access to knowledge and attention to project appraisal and delivery


Three companies said that without SEDG support, they would not have carried out these actions at all. This is a very positive message for SEDG, since all outputs relating to these projects can be attributed 100%. 


There was no evidence of deadweight in project support from these customers.


Therefore, among the Client managed group of companies, SEDG has achieved all levels of additionality through its interventions. Importantly, it has also achieved absolute additionality, which means that the company would not have delivered the project at all without SEDG assistance.

9.2.3
Economic Impact


Overall, Client managed companies claimed that 18 jobs had been created through projects supported by SEDG. Of the companies showing absolute additionality, 11 jobs were created. Consequently, all these jobs can be attributed to SEDG interventions. 


Over £4,000,000 of sales were generated from SEDG funded projects. Again, a significant proportion of these sales can be directly attributed to SEDG. It is estimated that over £1,000,000 of these sales can be attributed to SEDG.



TLDSR were not able to identify any significant levels of displacement as a result of increased company sales. Where displacement was identified, it was related to competitors outside the SEDG area, either in Scotland or the UK.

9.2.4
Expected Future Impacts


In terms of future employment, the forecast resulting from SEDG is relatively low. However, forecast levels of sales are more significant. Over £3,000,000 of sales are anticipated over the next 3 years resulting from SEDG projects initiated during the evaluation period, although these are predominantly due to one company. However, on the basis of scale additionality that this company felt SEDG had brought to their project, it is estimated that around £1,000,000 of future sales can be attributed to SEDG.

9.2.5
Company Characteristics


“As a result of SEDG support between April 1999 and March 2002, would you say that your firm now displays any of the following characteristics”?

The following table shows how companies responded to this question.

Characteristic
No. of Companies



(Out of 8 respondents)

Promotes innovation and




3

encouragement of new ideas

Better understands customer needs



1

Better understands the value of 



3

training and has implemented training plans

Understands the value of networking and


2

actively engages in networking activities

Better understands e-trading and the implications

2

for the business

Adopted a strategy for growing the business


3

Started or expanded our international trade activities

2

Improved marketing methods




3

Expanded our existing premises



2

or moved into new premises

Stronger financial position




3


Client companies demonstrate a wide range of behaviours that have been positively impacted by SEDG intervention. This would indicate that SEDG support mechanisms are effectively influencing all aspects of a companies business. It is suggested that these companies have a greater requirement for knowledge that can be delivered through SEDG than account managed companies. Consequently, the relative impact of knowledge based interventions is greater among this group of companies.

9.3
Universal Companies
9.3.1
In engaging with this particular client group, 18 companies were identified that had received assistance during the evaluation period. Consequently, this element of the evaluation is based the feedback from these 18 companies.

9.3.2
Universal companies, in the main, were prompted to contact SEDG because of business issues relating to strategic direction or business expansion. 


Similar to client companies, universal companies were predominantly seeking grant funding or advice and information. This was the case in 90% of universal companies who had received assistance during the evaluation period.

Universal companies received a far narrower range of interventions than either account or client companies. In almost all cases, they were given either advice/ information or grant support for small projects.

9.3.3
In terms of additionality within this group there was one company that said their project proceeded faster than it would otherwise have done had SEDG not intervened.

One company said that their project proceeded on a larger scale than would otherwise have been the case. 

No companies said that the quality of their project had been improved.

Three companies said that without SEDG support, they would not have carried out these actions at all. This is a very positive message for SEDG, since all outputs relating to these projects can be attributed 100% to SEDG intervention.

However, compared with account and client managed companies, there was a higher proportion of companies demonstrating deadweight. In all, seven companies from this client group said that they would have progressed with their project regardless of SEDG involvement.

Therefore, among the universal group of companies, SEDG has achieved additionality in a number of companies, but has also experienced deadweight resulting from their interventions. Interestingly, this group has delivered significant economic benefits through absolute additionality, and these will be considered in the following section.

9.3.4
Economic Impact

In terms of the number of jobs created through this client group, the number is relatively low. We estimate in the region of 5 jobs have been created through SEDG intervention, although the level of attribution to SEDG is low.


However, there has been a higher impact in terms of sales generated. Over £390,000 of sales were generated from SEDG funded projects. The bulk of these sales were generated from companies who said that without SEDG, the project would not have gone ahead at all, that is, absolute additionality was achieved. Consequently, SEDG can attribute 100% of these additional sales to their interventions.

In addition, there has also been an increase in exporting activity among this client group. Again, this activity has come from companies where absolute additionality was achieved. Therefore, we would suggest that a total of £87,000 of export sales can be attributed to SEDG.

TLDSR identified an element of displacement in the Dumfries & Galloway area as a result of SEDG projects.  The displacement was limited to a small number of companies who felt that they had taken between 5% and 15% of sales from local competitors. 

9.3.5
Expected Future Impacts

This group of companies expects to generate a total of around £350,000 in sales over the next 3 years as a result of SEDG intervention. It should be noted that these additional sales come from a relatively small number of companies within this group, and do not reflect an general sales increase across the board. Again, where companies are anticipating future sales, they also said they would not have proceeded with the project without SEDG.  Therefore, SEDG  can attribute a significant proportion of these additional sales to their intervention.

9.3.6
Company Characteristics


“As a result of SEDG support between April 1999 and March 2002, would you say that your firm now displays any of the following characteristics”?

The following table shows how companies responded to this question.

Characteristic

No. of Companies


(Out of 18 respondents)

Promotes innovation and




3

encouragement of new ideas

Better understands customer needs



4

Better understands the value of 



2

training and has implemented training plans

Understands the value of networking and


5

actively engages in networking activities

Better understands e-trading and the implications

6

for the business

Adopted a strategy for growing the business


8

Started or expanded our international trade activities

4

Improved marketing methods




10

Expanded our existing premises



4

or moved into new premises

Stronger financial position




7

The above table is particularly interesting for universal companies. What it shows is, that despite the relatively high levels of deadweight, and outputs coming from a small number of companies, all businesses have experienced positive impacts on their behaviours and the characteristics of their business.

This is an important indicator for SEDG. It shows that, whilst direct economic impacts from universal companies are limited, their intervention is resulting in companies demonstrating positive behaviours. The implication of this is that SEDG are developing a more sustainable business base that will contribute to the competitiveness of the economy in the future.

9.4
Summary
9.4.1
This has been a positive evaluation, demonstrating measurable impacts resulting from SEDG interventions. However, there are some key points that are worth highlighting.

9.4.2
Whilst Account managed companies have delivered significant projects in the region, the impact of SEDG in influencing these projects has been relatively limited. In general, the projects would have proceeded without SEDG, but SEDG were able to make the projects happened quicker or to a higher degree of quality as a result of their contacts and networks. 

9.4.3
However, companies in this bracket also demonstrated changes in their behaviours as a result of SEDG intervention. Many demonstrated increased awareness of the value of training and had improved their premises.

9.4.4
In some cases where financial assistance had been provided, the leverage was so highly geared that it was likely to be deadweight within the project.

9.4.5
Account companies particularly valued SEDGs access to networks and contacts, and their role as facilitators in the local economy.

9.4.6
Account companies have sophisticated requirements in networking. They are looking beyond engaging with other local businesses, and are seeking access to networks at a national and political level.

9.4.7
Client managed companies demonstrated a higher degree of attribution to SEDG interventions. Indeed, there was evidence of absolute additionality in this group. This group also received a wider range of interventions than account managed companies. This could be due to the fact that these companies are more responsive to public sector intervention, in that they have a larger gap in their knowledge than account companies. This gap means that a tailored package of assistance can be developed to address a companies need, and help them on a path of sustainable growth.

9.4.8
Universal companies demonstrated significant impacts in behaviours. This could be a function of their size. In general, these companies are very small, and do not have a sophisticated level of knowledge in business terms. Therefore, they are highly likely to respond positively to any form of knowledge that they receive, whether it is basic advice on a web site, or help with preparing a business plan.

9.4.9
This group also demonstrated, at first sight, a considerable propensity for expansion. However, given the size of these business, expansion is likely to be limited to purchasing new equipment, or recruiting 1 or 2 people. Whilst expansion is positive, the overall impact from this particular group is relatively limited.

9.4.10
However, there are a small number of companies within this group that are of a considerable size, and have skewed the overall impact of this group. The bulk of the sales achieved and anticipated sales come from this group of companies. Once they are removed from the universal sample, the overall impact is limited.

10.0
STRATEGIC REVIEW
10.1
Introduction
10.1.1
In this section of the report TLDSR have, firstly, reviewed the actual achievement of the Food and Drink sector in Dumfries & Galloway relative to the targets set.

10.1.2
The consultants have then reported the results of the survey as they relate to the 17 issues suggested for action within the 1999 review.

10.1.3
Finally, TLDSR have summarised the issues raised during their 2003 survey linked to their recommendations for action and, where appropriate, their relevance to the Food Chain Strategy Proposal 2003 – 2006.

10.2
Achievements Against Targets 1999 – 2002/3
10.2.1
Employment
10.2.1.1
Target:
2000 – 2010 reach 3145 jobs from the 2796, 1999 level.


Achievement:
3142 FTEs, represents 99.9% growth achievement within 33% of allocated time.

10.2.1.2
As part of the survey we asked companies to forecast changes in their levels of employment in the 3 year period 2004 - 2006.


Account managed companies:
5 did not know or declined to answer



6 forecast a collective total of 114 new FT jobs


Client managed companies:
3 did not answer



2 forecast limited growth



3 forecast a collective total of 3 new FT jobs


Universal companies:
49 did not know/answer



6 forecast a collective total of 25 new jobs (mainly 2 companies)

10.2.1.3
The question did not explore forecasts for part-time or seasonal jobs, which was an oversight.  No specific mention, however, was made to growth in these jobs other than the current difficulties faced in recruitment.

10.2.1.4
The conclusion, we believe, is that employment will grow within the SEDG food and drink processing industry probably well beyond current targets for 2010, which might now be more accurately established at 3400 FTEs.


This, of course, is subject to there being no major factory closures in the region of which there is no evidence of likelihood within the 2003 survey.


Growth in employment will not be as dramatic as 1996 – 2003 as companies strive to adopt new technology to keep unit production costs under control.


There is also an underlying concern about poor work attitude in current recruitment activity which suggest that quality rather than quantity will be the key to creating new jobs and protecting existing ones.

10.2.2
Turnover
10.2.2.1
Target:
2000 – 2010, £489.1 million


Achievement:
£329.62 million, represents a 24.6% growth achievement within 33% of timescale.

10.2.2.2
Again, in the survey companies were asked to comment on forecast sales growth from 2004 – 2006.


Account managed companies:
6 did not answer / did not know



5 forecast a collective £22 million per annum  increase by 2006.


Client managed companies:
2 companies did not answer / did not know



2 forecast level/steady growth



4 forecast a collective increase of £3.1 million


Universal companies:
46 companies did not answer / did not know



9 companies forecast growth of:
0




25%




100%




400%




100%




£250K




15%




£50K




£200K



The above came to a collective total of £1.37 million per annum.

10.2.2.3
Conclusion:
There is generally a quite positive attitude to growth in sales amongst SEDG companies.  In terms of proportion it is greatest amongst Client managed companies and some Universal companies.



Given some of the setbacks experienced by the sector prior to 1999 and between 1999 – 2002 TLDSR believe that good growth in sales has been achieved which should compare well with national averages.



The 2010 target of £489.1 million will be demanding to meet when compared to current achievements and forecasts, but is achievable.

10.2.3
Exports
10.2.3.1
Target:
2000 – 2010, £102 million


Achievement:
£26.45 million in 2002/3 down from £33.998 million in 1999.  This represents a decrease of 22% as opposed to an 'on target' achievement level required to be plus 33%.



In volume terms exports for the sector are £18.8 million per annum behind target.

10.2.3.2
The region's exports remain, of course, fairly effected by the closure of Nestlé and the limited access to export markets afforded to British beef.

10.2.3.3
The bright spots are:

· The growth in seafood exports, notwithstanding current difficulties with scallops.
· The initial development of export markets by Brown Brothers.  This might be further encouraged by their participation in SDI's "Global Advantage" programme.

· The emerging interest in exports from some Account, Client and Universal companies
· The growing exports of speciality food sales achieved by Thistle, albeit not with Dumfries & Galloway products.


The disappointments are:

· The lack of activity from the dairy sector to find overseas markets for cheese, in particular.

· The slow progress in re-establishing export markets for beef and, in some cases, lamb.
10.2.3.4
It will be extremely challenging for SEDG to meet its current 2010 export target.  It is possibly the case the target should be reduced to reflect the circumstances in the meat and dairy sectors.


In TLDSR's opinion to double the current export sales level of £26.45 million to say £50 million by 2010 would be a significant achievement.

10.2.3.5
Whatever the targeted level, real movement in Dumfries & Galloway's food and drink exports will be dependent upon:


-
Restored access to European Beef markets and the compliance by Dumfries & Galloway abattoirs to whatever conditions are attached to that restoration.


-
Movement by the dairy sector to find export markets especially for cheese.  This might be encouraged by an appointment of a graduate through SDI's "Global Advantage" programme by Caledonian Cheese, in partnership with smaller producers.


-
Greater collaboration amongst Universal companies to develop niche markets possibly facilitated by enterprises such as Thistle Products and Buccleuch Heritage Foods.


-
Developing new seafood products for existing export markets.


-
Securing raw material supplies for existing seafood exports.


-
Developing new seafood species such as the re-opening of the Solway cockle beds.  This and the preceeding two issues will be relevant to the activities of the seafood sector development element of SEDG's 2003-2006 Food Chain Strategy.

10.3
The 17 Issues From the 1999 Review
10.3.1
Communication Between Development Organisation


The 1999 review suggested inconsistency of communications between SEDG and its client companies.


Observations From 2003 Review

-
Very little reference to this being an issue/problem


-
Particularly amongst Account/Client managed companies SEDG seen as a signpost/link to other organisations


-
From an external perspective this issue appears to have been addressed.

10.3.2
Client Managed Approach

The 1999 review identified some dissatisfaction from Client managed companies with the services provided by their SEDG contact.


Observations from the 2003 Review


-
Account and Client managed companies were very, complimentary about the executives involved and the role they fulfil.


-
In at least 50% of the above companies the word "partnership" was frequently used, as was the inclination to discuss plans at an early stage with SEDG.


-
From this group all historical criticism regarding communication had been resolved.


-
There was more reservation from Universal companies about the relevance of pro-active communications.


-
There is confusion amongst Universal companies about who/what their SEDG contact is.  In many cases Jacqueline Wilson was named as the appropriate contact.  There were several comments about wanting to deal with one individual.


Recommendations

-
TLDSR feel that there are 6-7 potential 'high growth' or 'at risk' Universal companies who would benefit from Client managed status.  We feel that this category could be expanded and the one day a week of executive time currently allocated be doubled to two days.



The potential companies are:



-
Dee Fish



-
Taste of the Sea



-
Ladypark Farms



-
The Galloway Smokehouse



-
AA Kenny



-
Sulwath Brewery


-
The issue of quality of outgoing communication with Universal companies in terms of selectivity and response handling should be reviewed, possibly by effective segmentation of the database.


-
Finally, TLDSR would recommend that the resources available to Jacqueline Wilson to deal with incoming enquiries whether direct or through SBG be reviewed.

10.3.3
Clarification of Development Support

The 1999 review identified confusion amongst companies about available development support.


Observations from the 2003 Review

-
There is little ongoing evidence of the problems of companies being misinformed or projects adversely affected by a lack of clarity on the nature of support available from or through SEDG.


-
There are several comments, exclusively from Universal companies about the need for support for growing their businesses.  The inference, however, is more about a lack of knowledge about what is available, or being referred to different people when contacting SEDG.  This is more a problem of client management / communications than anything else.

10.3.4
Controlling Information Dissemination

The 1999 review recorded complaints about the amount of information sent out by SEDG.


Observations from the 2003Review

-
There is still some comments about the amount and relevance of information sent out by SEDG.  We have already suggested in section 10.3.2 that this be reviewed.

10.3.5
Due Diligence Appraisals

This issue appears to make three points from 1999:


-
A lack of food business specialists within the SEDG team


-
The possibility of support being inappropriately allocated


-
The need for evaluation of that support


Observations from the 2003 review:


-
There is no evidence of a lack of food business understanding from the executives responsible for Account and Client managed companies.


-
There is an issue of effectiveness of communication with Universal companies which has already been referred to.


-
It is not for TLDSR to comment on the frequency or effectiveness of SEDG's support appraisal systems.

10.3.6
Strengthening Development Support

Three points of action were recommended under this heading in the 1999 review.


*
Supplementing the Market Explorer programme


*
Manager for Hire programme


*
Sales Development Programme


Observations from the 2003 review:

-
There is little evidence of the effectiveness of providing £1000 travel bursaries.



In TLDSR's opinion export initiatives need to be collaborative and large scale.


-
There is no evidence of the adoption of  'Manager for Hire' programmes.  There is, however, evidence of a need for such initiatives particularly at the Line Management and Technical levels.


-
There is evidence of sales development success for SEDG intervention in the development of the local market.

10.3.7
Development of The Food Forum

-
There is an acceptance that towards the end of the 1999 – 2002 period the Food Forum was losing support.


-
It now has industry champions in its co-chairmen and access to additional resources through the jointly funded (with the EU) Food and Drink Initiative.


-
The objectives discussed between TLDSR and the co-chairmen and the anticipated outcomes from the Food and Drink Initiative are all relevant to the issues raised during this review.


-
One gap possibly identified is the relevance of the Forum to the region's largest companies.  They appreciate the value of networking but want to do so amongst major 'influencers' e.g. Government Ministers, Senior Industry Figures etc.


-
Another gap is the consideration of how the Forum relates to equivalent primary producer groups, such as Daniel Herd's Planning to Succeed Group.


Recommendation

-
That some Forum events are specifically designed to achieve larger companies' networking needs.  This might take the form of structured discussions/receptions with the companies and Ministers/Senior SEERAD Officials / Senior SF&D Management / Senior Trade Association executives etc.


-
That attraction to Forum events to large company management is achieved by what they can put 'in' as contributors rather than attendees.


-
That integrated events are held with the PTS groups in order to:



*
explore the creation / enhancement of primary and processing links



*
encourage the creation of farm based food processing businesses by the presentation of case studies such as Cream 'O' Galloway.


-
That close links be established to the West of Scotland Food Forum so that when events such as January 2004's "An Evening with Morrisons" is scheduled larger SEDG companies can be encouraged to attend as a group – through shared transport for example.

10.3.8
Supervisory Training

The issue here was to do with the development of line management skills.


-
this is relevant to the issues raised by companies about the difficulties of recruitment and retention of 'good' employees.


-
Line supervisors can be an important influence in this regard particularly with retention of new recruits.


-
While there is a lot of evidence of effective intervention by SEDG on training, the 2003 review has not identified any intervention aimed directly at supervisors / line managers.

10.3.9
Production Efficiency Initiative

-
The rationale for this recommendation was that between 1996 – 1999 turnover in the region had gone down and employment up suggesting a reduction in productivity.


-
Between 1999 – 2002/3 turnover increased at a greater level than employment.  The forecasts provided by some companies suggest that this will be moreso between 2004 – 2006.


-
Companies are dealing with productivity issues by:


-
*
investment in new technology, in some cases assisted by SEDG.



*
investment in training, again assisted by SEDG.


-
The 2003 review does not suggest that any further action is needed.

10.3.10
Developing Industry PR

-
The 2003 review has not identified any major issues attached to effective Public Relations activities.

10.3.11
UK Market Development Initiative

Three actions were recommended:


*
SEDG to meet with HIE to discuss the effectiveness of four market development initiatives supported by them.


*
Using the Food Forum to develop non-retail UK opportunities


*
Arranging 'Mini Meet The Buyer' events.


-
The 2003 review did not identify any activities relevant to the above.

10.3.12
Shared Distribution Opportunity

-
TLDSR understand that investigations into this issue are ongoing.


-
For some companies the cost of distribution is a major issue, therefore, it remains relevant.


Recommendation

-
That a detailed audit of the problems, areas of synergie and recommended solutions is carried out.

10.3.13
Building a Market Intelligence Network

-
Three actions were recommended:



*
SEDG to host workshops on Market Research techniques and applications



*
Establish access to information via academia



*
Establish a mini directory of information sources


-
In fact through the establishment of SF&Ds Food Facts service and the SF&D information website www.scottishfoodanddrink.com with Information Business Directory and Buyers' guide databases, the above recommended actions are being achieved.


-
There does not appear, however, to be great awareness of these useful facilities amongst SEDG companies, although the specific question about awareness of Cluster Products was not asked.


Recommendation

-
That the Account and Client management team are used to promote those important sources of information.


-
The Food Forum is also used for this purpose, perhaps incorporating a whole event on Market Research – i.e. its value; how it can be tailored to meet needs and affordability.


-
A circular to the Universal database prior to such an event might contribute to not just awareness of what's available but its relevance.

10.3.14
Customer Service Initiative

-
There was no indication of a lack of understanding of customer service understanding identified during the 2003 review.

10.3.15
Food Sector – Dependent Communities

-
There is every indication from the 2003 review that the relationship between the SEDG Account and Client management ream and the region's larger companies is good in all cases and very good in many.

10.3.16
Linking Food With Tourism

-
There is no doubt of the relevance of this objective in terms of establishing an improved local market for Universal companies as well as Client and some Account managed enterprises.


-
Benefits have been derived from the Castle Douglas Food Town and Meet the Producer events.


-
Additional initiatives such as the Lamb Marketing Project and Food Festival Development are very relevant, and would be supported by companies.


Recommendations

-
That the current and proposed initiatives in this regard continue to be planned and delivered as presently, looking always for areas of improved performance.


-
In terms of improved performance follow up to these events with Universal companies might be improved, but this comes back to the issue of communication with these companies and the resources applied to it.


-
The role of enterprises such as Buccleuch Heritage Foods, the four Client managed distribution companies is key and needs to be further developed in terms of this initiative.

10.3.17
The Role of the University of South West Scotland

-
There was no specific reference to this initiative identified during the 2003 review.


-
There is, however, an ongoing need to involve all local or other relevant academic institutions in some of the skills shortages identified in the review.


Recommendations

-
That a detailed audit of current and forecast skills shortages be carried out by postal/phone questionnaire, linked to normal communication channels.


-
That the issue be examined at the following levels:



*
Operator



*
Supervisor



*
Technical (Engineers, Technologists etc.)


-
That a strategy involving local or other accessible training providers be developed.

10.4
Issues Raised During the 2003 Review
10.4.1
During the survey companies were asked to identify from a range of options, or by their own thoughts, the issues most likely to affect their businesses between 2003-2006.

10.4.2
The following chart represents the frequency of mention for each of the issues amongst the 10 Account companies, 8 Client companies and 37 Universal companies who took part.
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10.4.3
The following chart segments responses by industry sector:
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10.4.4
Most Frequently Mentioned Issues
10.4.4.1
The most frequently mentioned issues had to do with skills in terms of management and technical personnel, through to concerns about the 'attitude' of people applying for jobs and, in one instance, some concern about the lack of applications for a location in the Newton Stewart area.


One Account managed company has a problem in Annan with the seasonal employment of 500+ seasonal employees during October – December.

10.4.4.2
Skilled Personnel

In some cases the skills referred to were general – e.g. engineers, line supervisors, in others more food and drink industry specific – e.g. food technologists.


It may be worth SEDG assessing whether there are engineering/supervisory skill shortages in other sectors.  If appropriate, cross-sectoral initiatives might be developed.


Scottish Food & Drink's (SF&D) 'Graduates into Food Business' and 'Leading and Succeeding' programmes might be relevant in some instances.


Given the effectiveness of SEDG's intervention in companies' behaviour regarding training, it may be interesting to consider how this might start to focus on management / technical skills.

10.4.4.3
Lack of Job Applicants

This does not appear to be an issue across Dumfries & Galloway but rather more specific town/district based.  Possibly SF&D's 'Create Interest' local schools initiative could be targeted at areas where level of recruitment is a problem.


The "RHET", 'Food and Drink Initiative' and 'Food Pesticide Development', are all promotional events in the 2003-2006 Strategy which will promote the food industry to local people.

10.4.4.4
Quality of Job Applicants

Again SF&D's "Create Interest" initiative might be relevant in areas affected.  The 'Skills and Management' Network product referred to in the 2003-2006 Strategy will also be relevant.

10.4.4.5
Seasonal Recruitment

Although not widespread this is an issue at present and may become moreso.


SEDG might look into work being done on seasonal / foreign labour by SF&D at present looking at this issue for agriculture as well as food processing.


SEDG might also consider a review of seasonal employment in tourism, agriculture and food processing to see where synergies exist.


This might result in the promotion of a Basic Food Hygiene Certificate "Passport"" facilitating someone's employment from fieldwork > catering > food processing.


The establishment of a local agency providing people with full-time employment rights across the three sectors might also be considered.


This activity might be a relevant application of the 'Food/Tourism' initiative from the 2003-2006 Strategy.

10.4.4.6
Distribution

This is an issue, particularly for chilled food manufacturers both in terms of cost and logistics.


Specialist companies with products such as pâté or yoghurt are more affected than mass volume producers of products such as cheddar cheese.

TLDSR is aware that SEDG is considering how to address this issue.

10.4.4.7
Lack of Finance

This is most frequently mentioned by Universal companies, some Client managed companies but not at all by Account managed companies.


In the case of Universal companies it may be appropriate for SEDG to suggest that Small Business Gateway circulate the Food and Drink sector Universal companies with the support services they can offer in regard to finance.

10.4.4.8
Property

This is very much a company specific issue and can only be realistically supported on a case by case basis.

10.4.4.9
Increased Competition / Marketing Skills

In some instances these market related issues were very company specific.  For example, in one Account managed company there was recognition that their lack of marketing skills had to be addressed by recruitment or external contract.


Where the comments were more general then SF&D's "Food Product Development Programme" and "Market Advantage" initiatives might be appropriate.


SEDG might want to consider a local variation of the "Food Product Development Programme" where it might be delivered 'on site' with a group of cross-functional executives from one specific company.  Brown Brothers and Rowan Glen might be examples of appropriate participants.  The benefits would be that examining their NPD practices would identify the weaknesses in their marketing skills.


There was very little mention during the review of SF&D's Foodfacts service.  It might be appropriate to have a Food Forum session on Foodfacts and the role of secondary research techniques on strategic development.


There are very relevant local market development projects included in the 2003-2006 Food Chain Strategy.  These include "Lamb Marketing Project", "Castle Douglas Food Town", "Meet the Producer Events", "Food and Drink Initiative" amongst others.
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