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1. 
the study

introduction

1.1 yellow book were commissioned in May 2001 to undertake an evaluation of the Small Company Innovation Support (SCIS) Scheme in Western Scotland, and the related Technology Development (TDP) and Prototype Development Funding (PDF) Programmes delivered for Scottish Enterprise Glasgow (SEG) by Targeting Technology Ltd (TTL)

1.2 The SCIS Programme is the successor to the Regional Innovation Grants Programme developed by the DTI and previously operated by the then Scottish Office Industry Department.  This scheme was renamed SCIS and responsibility for its delivery transferred to the 5 Local Enterprise Companies (LEC) in Western Scotland, with Scottish Enterprise Lanarkshire as the lead partner, in 1996.

1.3 As with Regional Innovation Grants, SCIS aims to create growing businesses by improving the abilities of organisations to create new ideas and products, and to use best practice in design and development.

1.4 There are 4 components to the SCIS model for the promotion of innovation:

· market research specific to the product/process to be developed.

· research/development of the product/process

· proof of concept and implementation of the product/process

· market launch of the product/process

1.5 SCIS provides:

· a grant of up to 50% of eligible costs of up to a ceiling of £100,000, of which;

· up to £12,500 is available for market research

· a minimum of 50% of the total grant up to £25,000 should be expended on product development

· up to £12,500 can be allocated to market launch costs

1.6 However, in the case of Scottish Enterprise Glasgow the innovation process has been reinforced by additional support, through:

· the Technology Development Programme, which provides grants of up to £25,000 to allow SMEs to employ individuals with a specific technological skill

· the Prototype Development Fund, which provides grants for prototype development, but seeks to take royalties from the revenue stream of successful prototypes.

1.7 The five Local Enterprise Companies in Western Scotland obtained ERDF support for SCIS in 1997.  This was a continuation of a previous grant originally approved (to the Scottish Office Industry Department) in 1994.  Similarly, TDP and PDF also received ERDF in both the 1994-96 and 1997-99 Objective 2 Programmes.

1.8 The SCIS project is delivered by the LECs in Lanarkshire, Ayrshire, Dunbartonshire and Renfrewshire.  In Glasgow the project is delivered on behalf of Scottish Enterprise Glasgow by TTL in conjunction with the delivery of the two other projects included in this report (TDP and PDF). 

1.9 The LECs propose to submit applications for ERDF funding in September 2001.  This funding will support the continuing promotion of innovation in SMEs in line with the SE Network strategy, and the Scottish Executive objectives set out in A Smart, Successful Scotland of:

· greater entrepreneurial dynamism and creativity

· increased commercialisation of research and Innovation

· global success in key sectors

methodology

1.10 The yellow book team adopted a work programme which included five main stages:

· a review of policy papers and other documentation: these provide the “official” account of the objectives, targets and performance of the programme 

· structured discussions with project executives responsible for the delivery of each project, and with other stakeholders in the SE Network, Scottish Executive, Strathclyde European Partnership, and others with an interest in the promotion of innovation.

· a LEC by LEC review of management information, to:

· identify companies participating in the programmes and their characteristics, and analyse how they have made use of the available support

· review information from follow-up and monitoring, including evidence of new product or process development or other forms of innovation

· compare the implementation methods in different areas and derive examples of good practice

· primary data derived from three separate surveys of  participating companies to determine the achievements of outputs and impacts and to gauge companies views on each of the programme 

· focus group exercises with a sample of participating companies to provide a qualitative assessment of customer’s views on the three programmes.

1.11 This evaluation provides commentary and analysis on:

· the performance of each project relative to targets set out in the ERDF applications as currently approved

· the economic impact of each project

· a comparison of delivery method, company take up and results in each area.

· a comparison of the ‘single innovation project’ model represented by SCIS, and the more complex model in place in Glasgow

· possible modifications to the design or delivery mechanisms in light of the changing policy and economic context.

1.12 The remainder of this report is set out as follows:

· Section 2 presents some details on the data sources used to conduct the evaluation

· Section 3 presents the returns from the SCIS business survey and presents our estimates of the programme’s economic impact

· Section 4 details the returns from the TDP business survey and presents our estimates of the programme’s economic impact

· Section 5 reports on the returns from the PDF business survey and presents our estimates of the programmes economic impact

· Section 6 presents an analysis of the performance of each of the programmes in respect of the targets set out in the original ERDF applications

· Section 7 reports on the feedback gained through the business focus groups

· Section 8 offers the consultants conclusions

· Section 9 sets out our recommendations

2. data sources

2.1 As outlined in the previous chapter the study intended to make use of two main data sources to conduct the evaluation. 

· a LEC by LEC review of management information, to:

· identify companies participating in the programmes and their characteristics, and analyse how they have made use of the available support

· review information from follow-up and monitoring, including evidence of new product or process development or other forms of innovation

· compare the implementation methods in different areas and derive examples of good practice

· primary data derived from three separate surveys of  participating companies to determine the achievements of outputs and impacts and to gauge companies views on each of the programme 

2.2 Before presenting our findings it is worthwhile to comment on the actual use of each of these sources and the implications that has for interpreting the evaluation findings.   

lec management information

2.3 In the early stages of the study the consultants made a detailed request for management information to each of the named contacts in each LEC participating in the evaluation.   

2.4 In this request the consultant team asked for access to:

· a listing of companies who had received SCIS/TDP/PDF support (along with contact details)

· copies of LEC board approval papers relating to SCIS  

· copies of any monitoring reports on programme uptake

· copies of funding application forms from participating companies

· copies of any evaluation work already commissioned
2.5 Most elements of this request provided some difficulties for the LEC co-ordinators.  In terms of the company listings:

· only SE Lanarkshire, SE Glasgow (through TTL) and SE Dunbartonshire could provide us with electronic details of all companies who had received funding

· SE Ayrshire and SE Renfrewshire maintained paper based records for tracking participants – as a result the consultant team had to manually retrieve contact details 

2.6 Only two of the LECs were able to provide us with details of LEC approval papers for the SCIS programme. Neither of these papers set out clear LEC level activity, output and impact targets.  As a result it was not possible to determine LEC level targets for the SCIS programme. 

2.7 LEC level reporting on programme uptake was inconsistent across the LECs both in terms of availability and format, although some LECs used the ERDF claim procedures as the basis of their programme monitoring. As a result we decided to use the company listings provided by the LECs as the basis for assessing the activity targets related to programme uptake.  

2.8 The consultant team intended to use the application forms submitted by companies as the basis for generating basic data on the characteristics of companies using each of the programmes and to identify company expectations of programme participation.  

2.9 It became clear however that each of the LECs used different application forms for companies, and each captured different information.  In addition to this it appeared some application forms were incomplete, while others were missing altogether.  As a result it proved impossible to construct an accurate picture of the characteristics of programme participants from the management information.   Instead the questionnaires for the business surveys were enlarged to make up for this shortcoming.  

2.10 Only SE Ayrshire had carried out a previous evaluation of SCIS activity. We are grateful to SE Ayrshire for access to this report.    

2.11 Overall our review of the management information proved disappointing.   Monitoring arrangements across the LECs varied and data sources were characterised by gaps and inconsistencies. 

2.12 As a result we have relied more heavily than originally expected on the business survey to generate the primary data to conduct the evaluation.  

2.13 The key source identified from the management information review however was the company listings provided by each of the LEC.  Prior to commencement of the business survey each LEC co-ordinator was asked to confirm that this listing was a full and accurate description of participating companies.  

business surveys

2.14 The business surveys provided the basis for generating most of the data required for the evaluation.  Our original intention was to contact all companies participating in the SCIS, TDP and PDF programmes.   This was based on an assumption, at the time of submitting the proposal that the actual population of companies was as follows:

· SCIS – 64

· TDP – 26

· PDF – 8 

2.15 In the event the population of companies supplied to the consultant team was significantly larger:

· SCIS – 79

· TDP – 39

· PDF – 18

2.16 A standard letter of introduction was prepared and distributed to each LEC for forwarding to participant SMEs via the appropriate contact at each LEC. In the event, some of the Local Enterprise Companies chose to contact participating SMEs by telephone rather than by letter.  The interviews were then carried out, by telephone by the consultant team.  

2.17 The actual final outcomes of the survey process for each of the programmes is shown on table 2.1 below

Table 2.1 - SCIS Survey Participation

	Programme
	Management Info Population
	Completed

Surveys
	Completion %

	
	
	
	

	SCIS
	79
	42
	53.2%

	
	
	
	

	TDP
	18
	8
	44.4%

	
	
	
	

	PDF
	39
	16
	41.0%


2.18 It is particularly important to recognise that while the levels of participation in the surveys for all 3 projects are reasonable as a percentage of the total population, the absolute numbers surveyed, particularly in relation to TDP and PDF are small.  

2.19 The findings are therefore subject to distortion by variations in individual company performance.  These could skew the apparent performance of the whole population.  As a result the data generated for TDP and PDF should be treated with some caution. 

3. SCIS performance

3.1 This chapter sets out the findings from the SCIS business survey.

Business Characteristics

3.2 The business survey asked a number of questions to establish the characteristics of businesses participating in the SCIS programme.  The results are highlighted in the following graphs and tables.  Key messages are given under each of the following tables. 

Figure 3.1: Business Status

	
	No
	%

	PLC
	0
	  0.0 

	Private limited
	36
	 85.7 

	Partnership
	3
	  7.1 

	Sole Trader
	2
	  4.8 

	Independent 
	0
	  0.0 

	Part of a group
	1
	  2.4 

	Total
	42
	100.0


· over 85% of companies surveyed were private limited companies

· three companies were partnerships (7.1%), 2 were sole traders (4.8%) and one was part of a group of companies (2.4%)

Figure 3.2: Businesses by sector 

	
	No
	%

	Oil and gas
	1
	  2.4 

	Engineering
	7
	16.7 

	Biotech
	7
	 16.7 

	General manufacturing
	14
	33.3 

	Food and drink
	0
	  0.0 

	Information Technology
	7
	 16.7

	Other
	6
	 14.3 

	Total
	42
	100.0


· surveyed companies were widely distributed in terms of business sector: one-third described themselves as general manufacturing companies, and one sixth described themselves as engineering firms

· a similar proportion described themselves as biotech or information technology companies 

· the ‘others’ category included business from the following sectors

· agriculture & engineering 

· water services / treatment

· environmental services                      

· graphic design        

· broadcasting          

· management training   

Figure 3.3: Respondents by no of employees
	
	At time of application

	No of employees
	No
	%

	0-4
	16
	38.1

	5-9
	7
	16.7

	10-24
	16
	38.1

	25-49
	3
	7.1

	50+
	0
	0.0

	Total
	42
	100.0

	Average no of employees
	10.0
	-


· the programme is well targeted on its client group – all surveyed businesses employed less than 50 people at the time of application

· just over 50% of companies surveyed employed less than 10 people 

· nearly 40% of surveyed companies employed between 10 and 25 people at the time of application, while only 3 employed between 25 and 49 (7.1%)

· the average number of employees per company was 10

Figure 3.4: Respondents by turnover

	Turnover Band (£)
	No
	%

	0-99,999

	8
	 19.0 

	100-249,999

	7
	16.7 

	250-499,999

	7
	16.7 

	500-999,999

	7
	16.7 

	1,000,000-2,499,999

	11
	26.2 

	2,500,000-4,999,999

	0
	  0.0 

	5,000,000-9,999,999

	1
	  2.4 

	10,000,000+

	0
	  0.0 

	Total 
	42
	100.0


· the data on employee numbers is closely reflected in the data on turnover – over 50% of companies had a turnover of less than £500,000 per annum at the time of application

· a further sixth of all companies surveyed had a turnover of between £500,000 and £1,000,000 per annum, while a quarter had an annual turnover of between 1 and 2.5 million pounds,  

· one company reported a turnover in excess of £5,000,000 at the time of application

Figure 3.5: Respondents by age of firm

	Age of firm
	No
	%

	< 2 years
	2
	5.0

	2 < 5 years
	14
	35.0

	5 < 10 years
	11
	27.5

	10 < 25 years
	8
	20.0

	25 < 50 years
	2
	5.0

	50 years +
	3
	7.5

	Total
	40
	100.0

	Don’t Know
	2
	-


· take up by recently started companies was relatively limited – only two companies (or 5.0%) were aged less than 2 years at the time of application

· over one third (35.0%) were aged between 2 – 5 years , while just over a quarter (27.5%) were aged between 5 and ten years

· SCIS was also used by more established firms – a fifth of companies were aged between 10 and 25 years; two were aged between 25 and 50 years and three were more than 50 years old 

Figure 3.6: Prior to partaking in SCIS had your firm received any other innovation grant support?
	
	No
	%

	Yes
	12
	30.0

	No
	28
	70.0

	Total
	40
	100.0

	Don’t know
	2
	-


· 30% of companies had received some other form of innovation funding prior to applying for SCIS support

The SCIS Project

3.3 Companies were asked whether support was sought to help with the development of a product or a process.  Thirty-eight companies planned to use SCIS for product development, while 4 intended to use SCIS for the development of a process.  

Figure 3.7: Was SCIS finding sought to develop a product or a process?

	
	No
	%

	Product
	38
	90.5

	Process
	4
	9.5

	Total
	42
	100.0


3.4 Companies were asked what reasons influenced them to pursue the project for which SCIS support was sought.  The findings are shown on figure 3.8.   

Figure 3.8: What were the reasons for pursuing the SCIS project?
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· over half of all companies (54.8%) surveyed suggested that they had identified a market gap which they could fill by developing a new product

· just over a quarter (26.2%) stated that their customers had identified the need to develop a new product

· just under a fifth (19.0%) stated that that they pursued the SCIS project to either capitalise on earlier research, or as a response to declining sales in traditional market areas 

· one in six companies stated that SCIS project formed part of the businesses general expansion plans

· the ‘others’ category included ‘a desire to improve staff expertise in a specific area’, ‘responding to new legislation impacting on my company’ and ‘to increase business productivity’

outputs

3.5 The survey also asked a number of questions to establish the outputs achieved by SCIS.  Companies were asked whether the SCIS project had resulted in:

· the development of a new product or process

· the establishment of a methodology for research and development projects

3.6 The results are shown on Figures 3.9 and 3.10 below.  

Figure 3.9: Did the project result in any of the following outputs?

	
	No
	%

	A new product
	32
	80.0

	A new process
	0
	0.0

	A new product and process
	8
	20.0

	Total
	40
	100.0


· 80% of the sample reported that the project resulted in the development of a new product

· 20% of those surveyed stated that the project resulted in the development of a new product and a new process

Figure 3.10: Did the project help you to develop an established methodology for R&D projects ?

	
	No
	%

	Yes
	29
	69.0

	No
	5
	11.9

	Already had one in place
	8
	19.0

	Total
	42
	100.0


· nearly 70% of the sample reported that the project had helped them to develop an established methodology for R&D projects

· just under 12% of those surveyed said the project had not helped them to develop an established methodology for R&D projects

· 8 companies surveyed (19%) already had such a methodology in place

3.7 Companies were also asked whether they had, or whether they intended to take out new patents as a result of the project (Figure 3.11). Amongst the companies surveyed, nineteen patents had been taken out, while eighteen further patents were expected.   

Figure 3.11: Have you / do you intend to take out any patents as a result of the SCIS project?

	
	No

	No of patents taken out 
	19

	Expected future patents
	18



actual outputs

3.8 To calculate the actual outputs from SCIS it is necessary to gross up the returns given in Figures 3.9 – 3.11 to reflect the full population of participating companies.  In total we identified 79 companies who had participated in the programme 

3.9 Of this population we were able to interview 42 companies.  To take account of the population of SCIS companies we have multiplied the returns from the business survey by a factor of 1.9).

 Figure 3.12:  Actual outputs from SCIS
	
	Survey
	Population

	New products
	32
	60

	New processes
	0
	0

	New product and process
	8
	15

	Established methodologies for R&D projects
	29
	55

	Patents to date
	19
	36

	Patents expected
	18
	34


3.10 As a result we estimate that SCIS has resulted in the following outputs:

· 75 new products

· 15 new processes

· 55 newly established methodologies for R&D activity

· 36 new patents (to date)

· 34 new patents (expected)

Other programme benefits
3.11 Companies were also asked about the extent to which they agreed or disagreed with a number of statements about the impact of the programme.  Full details are given on figure 3.13.  

Figure 3.13: As a result of participating in SCIS my company has/is:

	
	Strongly Disagree
	Disagree
	Neither agree nor disagree
	 Agree 
	Strongly

Agree

	· developed a better understanding of its markets
	4.8%
	16.7%
	19.0%
	45.2%
	14.3%

	· developed better knowledge of its competitors
	11.9%
	28.6%
	19.0%
	35.7%
	4.8%

	· diversified its customer base
	19.0%
	14.3%
	11.9%
	31.0%
	23.8%

	· more capable of carrying out R&D activity 
	4.8%
	11.9%
	4.8%
	42.9%
	35.7%

	· more innovative in outlook than before the project
	4.8%
	26.2%
	16.7%
	33.3%
	19.0%

	· more likely to be involved in innovative activity in the future
	4.8%
	9.5%
	7.1%
	52.4%
	26.2%

	· built innovation into the business planning process
	9.6%
	19.0%
	14.3%
	35.7%
	21.4%


· nearly 80% of companies agreed or strongly agreed that they were now more capable of carrying out R&D activity - although around 16% disagreed or strongly disagreed with this statement 

· nearly 80% of those questioned agreed or strongly agreed that they were more likely to be involved in innovative activity in the future - although 14% questioned disagreed with this statement

· nearly 60% of companies stated that they had developed a better understanding of their markets as a result of the SCIS project – although just over 20% disagreed

· 57% agreed or strongly agreed that as a result of the project they had built innovation into the business planning process – although nearly 30% disagreed or disagreed strongly 

· 55% agreed or strongly agreed that they had diversified their customer base – although 33% disagreed or strongly disagreed with this statement

· just over a half (52%) agreed or strongly agreed that they were now more innovative in outlook than they had been before the project - although around 31% disagreed or strongly disagreed with this statement

· just over 40% agreed or strongly agreed that they had developed a better understanding of their competitors, although a similar proportion replied in the negative
Gross IMPACTS

3.12 We also asked a series of questions to determine the extent to which participation in the SCIS project had generated gross impacts in terms of:

· turnover

· operating profit

· employment

3.13 The responses from the survey are given on Figures 3.14 to 3.16 below

Figure 3.14: Additional turnover attributed to participation in the SCIS project
	
	

	To date
	£2,363,500

	Four years from the start of the project
	£73,398,500

	Total
	£75,762,000


Figure 3.15: Additional operating profits attributed to participation to the SCIS project 
	
	

	To date
	£1,307,480

	Four years from the start of the project
	£32,669,480

	Total
	£33,976,960


Figure 3.16: Additional employment attributed to participation to the SCIS project 
	
	

	Jobs created to date
	69

	Jobs safeguarded to date
	65

	Jobs expected
	254

	Total
	388


3.14 To establish the net impact of the programme we asked a number of questions to establish the likely extent of additionality, displacement and multiplier effects for these gross impacts.  

Additionality assumptions

3.15 Additionality is the extent to which the SCIS funding encouraged activity that would not otherwise have happened.  Figure 3.17 presents the findings from the business survey.  

Figure 3.17: Which of the following would have happened if you had not received SCIS support?

	Not undertaken project at all

	 21

	Undertaken less research

	 1

	Undertaken the project at a later date

	 13

	Been less likely to undertake the project

	 0

	Undertaken the same project at the same time

	 7

	Total responses
	42


3.16 Twenty-one companies stated that they would not have carried out the project at all.  We have assumed that these projects are 95% additional.  

3.17 One company stated that they would have carried out less research (i.e. a smaller project).  The company estimated that the likely value of the project would have been about 15% of the actual project implemented.  We have assumed that this project is 85% additional

3.18 13 companies stated that they would have carried out the project at a later date.  On average these companies stated that they would have carried out the project 13.5 months later.  We have assumed that these projects are on average 30% additional.  

3.19 Seven companies stated that they would have carried out the same project at the same time.  We have assumed that these projects are only 5% additional.  

3.20 Given these findings we have estimated that the average level of additionality for SCIS was 57%. 

displacement assumptions
3.21 Displacement is the extent to which outputs generated by the programme (in terms of turnover or employment) come at the expense of other companies.  One might expect displacement to be low in comparison to other business development programmes.  The business survey sought to test this by asking participating companies where their main competitors were based.  Figure 3.18 presents the details

Figure 3.18: If you had not undertaken the project, how much of the additional turnover would have been taken up by competitors based in the following areas?

	
	%

	LEC area
	0.0

	Scotland
	1.6

	Elsewhere
	98.4

	Total
	100.0


3.22 The responses suggest that displacement in the programme is low.  None of the companies questioned believed companies based within their LEC area would have taken up that additional turnover.  Less than 2% of respondents believed companies based within Scotland would have taken up that additional turnover.  

3.23 As a result we estimate that displacement at the LEC level was 5% and displacement at the Scottish level was 10%.  

Multiplier assumptions

3.24 There are two main multiplier effects that are likely to emerge from a project such as SCIS.  Supply multipliers represent the benefits that can accrue to those companies who trade with SCIS supported companies.  Income multipliers reflect the wider benefits derived in the local economy by the increased spend of SCIS supported employees.  The Treasury offers broad guidelines on the application of multipliers to employment outputs shown on Figure 3.19 below. 

Figure 3.19: Treasury Guidelines on multiplier effects

	
	Multiplier
	Multiplier effects

	High
	Strong local supply linkages and induced or income effects
	1.15

	Medium
	Average linkages. The majority of projects will be in this category
	1.1

	Low
	Limited local supply linkages and induced or income effects
	1.05


3.25 Our view is that the multiplier effects of SCIS are likely to be between medium and high. In terms of supplier multipliers the business survey revealed that £7,000,000 of goods and services were purchased by participating companies as a result of participation in SCIS.  Of this amount, around 40% was sourced from companies based in the local LEC area, and a further 20% was sourced elsewhere in Scotland. 

3.26 Similarly the income multipliers generated by the programme are likely to be above average.  SCIS encourages innovation and research and development and anecdotal evidence suggests that those employed by participating companies were relatively well paid.  As a result we have adopted an average multiplier of 1.12.  

calculating Net scis impacts

3.27 The final part of this chapter presents our estimates of the net impacts of the SCIS programme as a whole.  Figure 3.20 summarises the impacts reported in the business survey.  

Figure 3.20: Impacts reported from business survey
	TURNOVER
	

	Year 1 (to date)
	£2,363,500

	Turnover expected
	£73,398,500

	Total
	£75,762,000

	OPERATING PROFITS
	

	Year 1 (to date)
	£1,307,480

	Profits expected
	£32,669,480

	Total
	£33,976,960

	JOBS
	

	Jobs created to date
	69

	Jobs safeguarded to date
	65

	Jobs expected
	254

	Total
	388


3.28 To convert the returns from the business survey to net impacts for the programme as a whole it is necessary to go through a number of steps, namely: 

· scaling up the business survey returns to reflect the population

· applying assumptions for additionality

· applying assumptions for displacement

· applying  income and supplier multiplier assumptions

3.29 The following paragraphs go through each of these steps 

Scaling up survey returns
3.30 As we noted in paragraph 3.9 we interviewed 42 companies out of a possible 79.  To take account of this we have scaled up the returns from the business survey by a factor of 1.9 (see Figure 3.21).   

Figure 3.21: Gross impacts for SCIS population

	Scale
	1.9

	TURNOVER
	

	To date
	£4,445,631

	Four years from the start of the project
	£138,059,083

	Total
	£142,504,714

	OPERATING PROFITS
	

	To date
	£2,459,308

	Four years from the start of the project
	£61,449,736

	Total
	£63,909,044

	JOBS
	0

	Jobs created to date
	130

	Jobs safeguarded to date
	122

	Jobs expected
	478

	Total
	730


applying additionality

3.31 In paragraph 3.20 we stated that the average additionality for the programme was around 57%.  In figure 3.22 we adjust the gross returns for the programme for additionality.  

Figure 3.22: Impacts for SCIS population – adjusted for additionality

	Average additionality
	57%

	TURNOVER
	

	To date
	£2,534,009

	Four years from the start of the project
	£78,693,677

	Total
	£81,227,686

	OPERATING PROFITS
	

	To date
	£1,401,805

	Four years from the start of the project
	£35,026,349

	Total
	£36,428,155

	JOBS
	

	Jobs created to date
	74

	Jobs safeguarded to date
	69

	Jobs expected
	272

	Total
	416


applying displacement 

3.32 In paragraph 3.23 we stated that for the programme displacement at the LEC level was 5% and displacement at the Scottish level was 10%.  Figure 3.23 applies these displacement figures.  

Figure 3.23: Impacts for SCIS population – adjusted for additionality and displacement

	
	LEC
	Scotland

	Displacement
	5%
	10%

	TURNOVER
	
	

	To date
	£2,407,309
	£2,166,578

	Four years from the start of the project
	£74,758,993
	£67,283,094

	Total
	£77,166,302
	£69,449,672

	OPERATING PROFITS
	
	

	To date
	£1,331,715
	£1,198,543

	Four years from the start of the project
	£33,275,032
	£29,947,528

	Total
	£34,606,747
	£31,146,073

	JOBS
	
	

	Jobs created to date
	70
	63

	Jobs safeguarded to date
	66
	59

	Jobs expected
	259
	233

	Total
	395
	356


applying multipliers 

3.33 In paragraph 3.26 we stated that we estimated the combined supplier and income multiplier to be 1.11. In Figure 3.24 we present the net impacts for the SCIS programme, adjusted for additionality, displacement and multipliers.  

Figure 3.24: Net impacts for SCIS population – (adjusted for additionality, displacement and multipliers) 

	
	LEC
	Scotland

	Multipliers
	1.12
	1.12

	TURNOVER
	
	

	To date
	£2,696,186
	£2,426,567

	Four years from the start of the project
	£83,730,072
	£75,357,065

	Total
	£86,426,258
	£77,783,632

	OPERATING PROFITS
	
	

	To date
	£1,491,521
	£1,342,368

	Four years from the start of the project
	£37,268,036
	£33,541,232

	Total
	£38,759,557
	£34,883,601

	JOBS
	
	

	Jobs created to date
	78
	71

	Jobs safeguarded to date
	74
	67

	Jobs expected
	290
	261

	Total
	442
	398


3.34 As result we estimate the following net impacts for the SCIS programme at the LEC level:

· Turnover generated to date – £2,696,186
· Total turnover generated 4 years from the start of the project - £86,426,258
· Profit generated to date - £1,491,521
· Total profit generated 4 years from the start of the project - £38,759,557
· Jobs created to date - 78

· Jobs safeguarded to date - 74

· Total jobs created 4 years from the start of the project - 442

3.35 We estimate the following net impacts for the SCIS programme at the Scottish level:

· Turnover generated to date - £2,426,567

· Total turnover generated 4 years from the start of the project - £77,783,632

· Profit generated to date - £1,342,368

· Total profit generated 4 years from the start of the project - £34,883,601

· Jobs created to date - 71

· Jobs safeguarded to date – 67

· Total jobs created 4 years from the start of the project – 261

4. TDP Performance

4.1 This chapter sets out the findings from the TDP Business Survey.

Business Characteristics

4.2 The business survey asked a number of questions to establish the characteristics of businesses participating in the TDP programme.  The results are highlighted in the following graphs and tables.  Key messages are given under each of the Figures

Figure 4.1: Business Status

	
	No
	%

	PLC
	1
	6.3

	Private limited
	14
	87.5

	Partnership
	0
	0.0

	Sole Trader
	0
	0.0

	Independent 
	0
	0.0

	Part of a group
	1
	6.3

	Total
	16
	100.0


· nearly 90% of companies surveyed are private limited companies

Figure 4.2: Businesses by sector 

	
	No
	%

	Oil and gas
	1
	6.3

	Engineering
	1
	3.6

	Biotech
	4
	25.0

	General manufacturing
	2
	12.5

	Food and drink
	0
	0.0

	Information Technology
	3
	18.8

	Other
	5
	31.3

	Total
	16
	100.0


· surveyed companies were widely distributed in terms of business sector – although 25% described themselves as biotech companies and 18% described themselves as IT companies 

· the ‘other’ category included two electronics companies, a knowledge management business, a firm engaged in instrument calibration and a waste processing company 

Figure 4.3: Respondents by no of employees
	
	At time of application

	No of employees
	No
	%

	0-4
	6
	37.5

	5-9
	4
	25.0

	10-24
	4
	25.0

	25-49
	2
	12.5

	50+
	0
	0.0

	Total
	16
	100.0

	Average no of employees
	6
	37.5


· the programme is well targeted on its client group – all surveyed businesses employed less than 50 people at the time of application

· over 60% of companies surveyed employed less than 10 people – suggesting that TDP is particularly well used by very small firms

· a quarter of companies employed between 10 and 25 people at the time of application, while only 2 employed between 25 and 49 

Figure 4.4: Respondents by turnover

	Turnover Band (£)
	No
	%

	0-99,999

	4
	25.0

	100-249,999

	3
	18.8

	250-499,999

	4
	25.0

	500-999,999

	0
	0.0

	1,000,000-2,499,999

	2
	22.5

	2,500,000-4,999,999

	3
	38.8

	5,000,000-9,999,999

	0
	0.0

	10,000,000+

	0
	0.0

	Total 
	16
	100.0


· the suggestion that TDP is well targeted on small companies is borne out in the data on turnover for companies surveyed

· nearly 70% of surveyed companies had a turnover of less than £500,000 per annum at the time of application

· 2 companies had a turnover of between £1,000,000 and £2,500,000 and 3 companies had a turnover of between £2,500,000 and £5,000,000

Figure 4.5: Respondents by age of firm

	Age of firm
	No
	%

	< 2 years
	6
	37.5

	3 < 5 years
	3
	18.8

	5 < 10 years
	3
	18.8

	10 < 25 years
	4
	25.0

	25 < 50 years
	0
	0.0

	50 years +
	0
	0.0

	Total
	16
	100.0


· companies surveyed were relatively young – almost 40% were less than 2 years old and a further 18% were aged less than 5 years

· 3 companies surveyed were aged between 5 and 10 years – while 4 companies (a quarter of the sample) were aged between 10 and 25 years

Figure 4.6: Prior to partaking in TDP had your firm received any other innovation grant support?
	
	No
	%

	Yes
	3
	18.8

	No
	13
	81.2

	Total
	16
	100.0


· only 20% of companies applying for TDP had previously received any other form of innovation grant support

The TDP Project

4.3 Companies were asked whether support was sought to help with the development of a product or a process.  Eleven companies used TDP for product development, while 5 intended to use TDP for the development of a process.  

Figure 4.7: Was TDP finding sought to develop a product or a process?

	
	No
	%

	Product
	11
	68.8

	Process
	5
	31.3

	Total
	16
	100.0


4.4 Companies were asked what reasons influenced them to pursue the project for which TDP was sought.  The findings are shown on figure 4.8.   

Figure 4.8: What were the reasons for pursuing the TDP project?
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· over half of all companies (56.3%) surveyed suggested that they had identified a need to apply or develop a new technology within the company

· just under half (43.2%) stated that the need to develop a new product had been identified by their customers

· around one third (31.3%) stated that the development of the new product was part of a wider strategy to expand the business

· less than one in five companies (18.3%) stated that responding to a market gap was a reason for pursuing the TDP project

· a very small proportion of companies (6.3%) stated that they pursued the TDP project to either capitalise on earlier research, or as a response to declining sales in traditional market areas 

outputs

4.5 The survey also asked a number of questions to establish the outputs achieved by TDP.  Companies were asked whether the TDP project had resulted in:

· the development of a new product or process;

· the establishment of a methodology for research and development projects

4.6 The results are shown on Figures 4.9 and 4.10 below.  

Figure 4.9: Did the project result in any of the following outputs?

	
	No
	%

	A new product
	9
	56.3

	A new process
	2
	12.5

	A new product and process
	4
	25.0

	Neither
	1
	6.3

	Total responses
	16
	100.0


· just over half the sample (56.3%) reported that the project resulted in the development of a new product

· two companies reported the development of a new process

· a quarter of those surveyed stated that the project resulted in the development of a new product and a new process

Figure 4.10: Did the project help you to develop an established methodology for R&D projects ?

	
	No
	%

	Yes
	9
	56.3

	No
	4
	25.0

	Already had one in place
	3
	18.8

	Total
	16
	100.0


· just over half the sample reported that the project had helped them to develop an established methodology for R&D projects

· a quarter of those surveyed said the project had not helped them to develop an established methodology for R&D projects

· 3 companies surveyed already had such a methodology in place

4.7 Companies were also asked whether they had, or whether they intended to take out new patents as a result of the project (figure 4.11). Amongst the companies surveyed, two patents had been taken out, while one further patent was expected.   

Figure 4.11: Have you / or do you intend to take out any patents as a result of the TDP project? 

	
	No

	No of patents taken out
	2

	Expected future patents


	1



actual outputs

4.8 To calculate the actual outputs from TDP it is necessary to gross up the returns given in Figures 4.9 – 4.11 to reflect the full population of participating companies.  In total we identified 39 companies who had participated in the programme 

4.9 Of this population we were able to interview 16 companies.  To take account of the population of TDP companies we have multiplied the returns from the business survey by a factor of 2.4 (Figure 4.12).

 Figure 4.12:  Actual outputs from TDP
	
	Survey
	Population

	New products
	9
	22

	New processes
	2
	5

	New product and process
	4
	10

	Established methodologies for R&D projects
	9
	22

	Patents to date
	2
	5

	Patents expected
	1
	2


4.10 As a result we expect that TDP has resulted in the following outputs:

· 32 new products

· 15 new processes

· 22 newly established methodologies for R&D activity

· 5 new patents (to date)

· 2 new patents (expected)

Other programme benefits

4.11 Companies were also asked about the extent to which they agreed or disagreed with a number of statements about the impact of the programme.  Full details are given on figure 4.13.  

Figure 4.13:  As a result of participating in TDP my company has/is:

	
	Strongly Disagree


	Disagree


	Neither agree nor disagree


	Agree


	Strongly

Agree



	· developed a better understanding of its markets
	12.5%
	6.3%
	18.7%
	43.8%
	18.8%

	· developed better knowledge of its competitors
	6.3%
	18.8%
	18.6%
	43.8%
	12.5%

	· diversified its customer base
	6.3%
	12.5%
	18.6%
	43.8%
	18.8%

	· more capable of carrying out R&D activity 
	0.0%
	0.0%
	6.2%
	50.0%
	43.8%

	· more innovative in outlook than before the project
	0.0%
	0.0%
	18.7%
	37.5%
	43.8%

	· more likely to be involved in innovative activity in the future
	0.0%
	12.5%
	12.5%
	62.5%
	12.5%

	· built innovation into the business planning process
	0.0%
	12.5%
	18.7%
	56.3%
	12.5%


· nearly 95% of companies agreed or strongly agreed that they were now more capable of carrying out R&D activity

· just over four fifths (81.3%) agreed or strongly agreed that they were now more innovative in outlook than they had been before the project

· three quarters of those questioned agreed or strongly agreed that they were more likely to be involved in innovative activity in the future, although 12.5% questioned disagreed with this statement

· just under 70% agreed or strongly agreed that as a result of the project they had built innovation into the business planning process

· there was also significant evidence that businesses had diversified their customer bases , and developed better understanding of their markets as a result of the project

· in both cases just over 60% of those questioned agreed or strongly agreed with that statement – although around 20% disagreed, or disagreed strongly

· finally just over 50% agreed or strongly agreed that they had developed a better understanding of their competitors, although a significant minority (25%) replied in the negative

 Gross IMPACTS

4.12 We also asked a series of questions to determine the extent to which participation in the TDP project had generated gross impacts in terms of:

· turnover

· operating profit

· employment

4.13 The responses from the survey are given on Figures 4.14 to 4.16 below

Figure 4.14: Additional turnover attributed to participation in the TDP project
	To date
	£1,943,750

	Four years from the start of the project
	£16,408,750

	Total
	£18,352,500


Figure 4.15: Additional operating profits attributed to participation to the TDP project 
	To date
	£11,336

	Four years from the start of the project
	£460,285

	Total
	£471,621


Figure 4.16: Additional employment attributed to participation to the TDP project 
	Jobs created to date
	49

	Jobs safeguarded to date
	45

	Jobs expected four years from the start of the project
	106

	Total
	200


4.14 To establish the net impact of the programme we asked a number of questions to establish the likely extent of additionality, displacement and multiplier effects for these gross impacts.  

Additionality assumptions

4.15 Additionality is the extent to which the TDP funding encouraged activity that would not otherwise have happened.  Figure 4.17 presents the findings from the business survey.  

Figure 4.17: Which of the following would have happened if you had not received TDP support?

	Not undertaken project at all

	5

	Undertaken less research

	1

	Undertaken the project at a later date

	5

	Been less likely to undertake the project

	2

	Undertaken the same project at the same time

	3

	Total responses
	16


4.16 Five companies stated that they would not have carried out the project at all.  We have assumed that these projects are 95% additional.  

4.17 One company stated that they would have carried out less research (i.e. a smaller project).  The company estimated that the likely value of the project would have been about 25% of the actual project implemented.  We have assumed that this project is 75% additional

4.18 5 companies stated that they would have carried out the project at a later date.  On average these companies stated that they would have carried out the project 15 months later.  We have assumed that these projects are on average 35% additional.  

4.19 Two companies stated that they would have been less likely to carry out the research.  When pressed further they stated that they were about 25% less likely.  We have assumed that these companies are 75% additional 

4.20 Three companies stated that they would have carried out the same project at the same time.  We have assumed that these projects are only 5% additional.  

4.21 Given these findings we have estimated that the average level of additionality for TDP was 56%. 
displacement assumptions
4.22 Displacement is the extent to which outputs generated by the programme (in terms of turnover or employment) come at the expense of other companies.  One might expect displacement to be low in comparison to other business development programmes.  The business survey sought to test this by asking participating companies where their main competitors were based.  Figure 4.18 presents the details

Figure 4.18: If you had not undertaken the project, how much of the additional turnover would have been taken up by competitors based in the following areas

	
	%

	LEC area
	2.3

	Scotland
	9.2

	Elsewhere
	88.5

	Total
	100.0


4.23 The responses suggest that displacement in the programme is relatively low.  None of the companies questioned believed companies based within their LEC area would have taken up that additional turnover.  Less than 2% of respondents believed companies based within Scotland would have taken up that additional turnover.  

4.24 As a result we estimate that displacement at the LEC level was 5% and displacement at the Scottish level was 12%.  

Multiplier assumptions

4.25 There are two main multiplier effects that are likely to emerge from a project such as TDP.  Supply multipliers represent the benefits that can accrue to those companies who trade with TDP supported companies. Income multipliers reflect the wider benefits derived in the local economy by the increased spend of TDP supported employees.  The Treasury offers broad guidelines on the application of multipliers to employment outputs shown on Figure 4.19 below. 

Figure 4.19: Treasury Guidelines on multiplier effects

	
	Multiplier
	Multiplier effects

	High
	Strong local supply linkages and induced or income effects
	1.15

	Medium
	Average linkages. The majority of projects will be in this category
	1.1

	Low
	Limited local supply linkages and induced or income effects
	1.05


4.26 Our view is that the multiplier effects of TDP are likely to be between medium and high. In terms of supplier multipliers the business survey revealed that £362,272 of goods and services were purchased by participating companies as a result of participation in TDP.  Of this amount, around 40% was sourced from companies based in the local LEC area, and a further 12.5% was sourced elsewhere in Scotland. 

4.27 Similarly the income multipliers generated by the programme are likely to be above average.  TDP encourages innovation and research and development and anecdotal evidence suggests that those employed by participating companies were relatively well paid.  As a result we have adopted an average multiplier of 1.11 – slightly above the medium figure suggested by the Treasury, but slightly lower than that for SCIS.  

calculating Net TDP impacts

4.28 The final part of this chapter presents our calculations of the net impacts of the TDP programme as a whole.  Figure 4.20 summarises the impacts from the programme as reported in the business survey.  

Figure 4.20: Impacts reported from business survey

	TURNOVER
	

	To date
	£1,943,750

	Four years from the start of the project
	£16,408,750

	Total
	£18,352,500

	OPERATING PROFITS
	

	To date
	£11,336

	Four years from the start of the project
	£460,285

	Total
	£471,621

	JOBS
	

	Jobs created to date
	49

	Jobs safeguarded to date
	45

	Jobs expected four years from the start of the project
	106

	Total
	200


4.29 To convert the returns from the business survey to net impacts for the programme as a whole it is necessary to go through a number of steps, namely: 

· scaling up the business survey returns to reflect the population

· applying assumptions for additionality

· applying assumptions for displacement

· applying  income and supplier multiplier assumptions

4.30 The following paragraphs go through each of these steps 

Scaling up survey returns

4.31 As we noted in paragraph 4.9 we interviewed 16 companies out of a possible 39.  To take account of this we have scaled up the returns from the business survey by a factor of 2.4 (see Figure 4.21).   

Figure 4.21: Gross outputs for TDP population
	TURNOVER
	

	To date
	£4,737,891

	Four years from the start of the project
	£39,996,328

	Total
	£44,734,219

	OPERATING PROFITS
	2.25

	To date
	£27,632

	Four years from the start of the project
	£1,121,945

	Total
	£1,149,576

	JOBS
	

	Jobs created to date
	119

	Jobs safeguarded to date
	110

	Jobs expected four years from the start of the project
	258

	Total
	488


applying additionality

4.32 In paragraph 4.21 we stated that the average additionality for the programme was around 56%.  In Figure 4.22 we adjust the gross returns for the programme for additionality.  

Figure 4.22: Impacts for TDP population – adjusted for additionality
	Average additionality
	56%

	TURNOVER
	

	To date
	£2,653,219

	Four years from the start of the project
	£22,397,944

	Total
	£25,051,163

	OPERATING PROFITS
	

	To date
	£15,473.64

	Four years from the start of the project
	£628,289.03

	Total
	£643,762.67

	JOBS
	

	Jobs created to date
	67

	Jobs safeguarded to date
	61

	Jobs expected four years from the start of the project
	145

	Total
	273


applying displacement 

4.33 In paragraph 4.24 we stated that for the programme displacement at the LEC level was 5% and displacement at the Scottish level was 12%.  Figure 1.23 applies these displacement figures.  

Figure 4.23: Impacts for TDP population – adjusted for additionality and displacement

	
	LEC
	Scotland

	Displacement
	5%
	12%

	TURNOVER
	
	

	To date
	£2,520,558
	£2,334,833

	Four years from the start of the project
	£21,278,047
	£19,710,191

	Total
	£23,798,604
	£22,045,023

	OPERATING PROFITS
	
	

	To date
	£14,699.96
	£13,617

	Four years from the start of the project
	£596,874.57
	£552,894

	Total
	£611,574.53
	£566,511

	JOBS
	
	

	Jobs created to date
	64
	59

	Jobs safeguarded to date
	58
	54

	Jobs expected four years from the start of the project
	137
	127

	Total
	259
	240


applying multipliers 

4.34 In paragraph 4.27 we stated that we estimated the combined supplier and income multiplier to be 1.11. In Figure 4.24 we present the net impacts for the TDP programme, adjusted for additionality, displacement and multipliers.  

Figure 4.24: Net impacts for TDP population – (adjusted for additionality, displacement and multipliers) 

	
	LEC
	Scotland

	Multipliers
	1.11
	1.11

	TURNOVER
	
	

	To date
	£2,797,819
	£2,591,664

	Four years from the start of the project
	£23,618,632
	£21,878,311

	Total
	£26,416,451
	£24,469,976

	OPERATING PROFITS
	
	1.11

	To date
	£16,316.95
	£15,114.65

	Four years from the start of the project
	£662,530.78
	£613,712.72

	Total
	£678,847.73
	£628,827.37

	JOBS
	
	

	Jobs created to date
	71
	65

	Jobs safeguarded to date
	65
	60

	Jobs expected four years from the start of the project
	153
	141

	Total
	288
	267


4.35 As result we estimate the following net impacts for the TDP programme at the LEC level:

· Turnover generated to date – £2,797,819

· Total turnover generated 4 years from the start of the project - £26,416,451

· Profit generated to date - £16,317

· Total profit generated 4 years from the start of the project - £678,847

· Jobs created to date - 71

· Jobs safeguarded to date - 65

· Total jobs created 4 years from the start of the project - 288

4.36 As result we estimate the following net impacts for the TDP programme at the Scottish level:

· Turnover generated to date - £2,591,664

· Total turnover generated 4 years from the start of the project - £24,269,976

· Profit generated to date - £15,145

· Total profit generated 4 years from the start of the project - £628,827

· Jobs created to date - 65

· Jobs safeguarded to date – 60 

· Total jobs created 4 years from the start of the project - 267

5. PDF Performance

5.1 This chapter sets out the findings from the PDF Business Survey.

Business Characteristics

5.2
The business survey asked a number of questions to establish the characteristics of businesses participating in the PDF programme.  The results are highlighted in the following Figures.

Figure 5.1: Business Status

	
	No
	%

	PLC
	0
	0.0

	Private limited
	8
	100.0

	Partnership
	0
	0.0

	Sole Trader
	0
	0.0

	Independent 
	0
	0.0

	Part of a group
	0
	0.0

	Total
	8
	100.0


·  All companies surveyed were private limited companies

Figure 5.2: Businesses by sector 

	
	No
	%

	Oil and gas
	1
	12.5

	Engineering
	2
	25.0

	Biotech
	1
	12.5

	General manufacturing
	0
	0.0

	Food and drink
	0
	0.0

	Information Technology
	1
	12.5

	Other
	3
	37.5

	Total
	8
	100.0


· companies were widely distributed in terms of business sector 

· the ‘others’ category included a management consultancy, an opto-electronics firm and  a systems testing company

Figure 5.3: Respondents by no of employees
	
	At time of application

	No of employees
	No
	%

	0-4
	3
	37.5

	5-9
	4
	50.0

	10-24
	1
	12.5

	Total
	8
	100.0

	Average no of employees
	6.6
	-


· firms using PDF were typically small - all but one of the firms surveyed employed less than 10 employees

· the average number of employees per firm was 6.6

Figure 5.4: Respondents by turnover

	Turnover Band (£)
	No
	%

	0-99,999

	3
	37.5

	100-249,999

	0
	0.0

	250-499,999

	3
	37.5

	500-999,999

	2
	25.0

	Total 
	8
	100.0


· the data on turnover confirms that PDF is used by very small companies – three of the companies interviewed had a turnover of less than £100,000 per annum at the time of application

· a further three companies had an annual turnover of between £250,000 and £500,000, while the other two had a turnover of between £500,000 and £1,000,000

Figure 5.5: Respondents by age of firm

	Age of firm
	No
	%

	< 2 years
	5
	63.5

	2 < 5 years
	2
	25.0

	5 < 10 years
	1
	12.5

	Total
	8
	100.0


· take up of PDF was particularly strong amongst new businesses – 5 out of the eight companies we surveyed were aged less than two years

· two companies were aged between 2 and 5 years  and one between 5 and 10 years

Figure 5.6: Prior to partaking in PDF had your firm received any other innovation grant support?
	
	No
	%

	Yes
	2
	25.0

	No
	6
	75.0

	Total
	8
	100.0


· two out of the eight firms interviewed had received innovation grant support prior to applying for PDF  

The PDF Project

5.3 Companies were asked whether support was sought to help with the development of a product or a process.  All eight companies sought to use PDF to develop a product.  

Figure 5.7: Was PDF finding sought to develop a product or a process?

	
	No
	%

	Product
	8
	100.0

	Process
	0
	0.0

	Total
	8
	100.0


5.4 Companies were asked what reasons influenced them to pursue the project for which PDF support was sought.  The findings are shown on figure 5.8.   

Figure 5.8: What were the reasons for pursuing the PDF project?
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· five out of the eight companies (62.5%) surveyed suggested that they had identified a market gap

· four out of the eight (50%) stated that they aimed to capitalise on earlier research 

· two (25%) stated that the need to develop a new product had been identified by their customers

· the same number also stated that the PDF project was part of a general strategy to expand the company

· the ‘other’ reason given was ‘to develop further experience in this area’

outputs

5.5 The survey also asked a number of questions to establish the outputs achieved by PDF.  Companies were asked whether the PDF project had resulted in:

· the development of a new product or process;

· the establishment of a methodology for research and development projects

5.6 The results are shown on Figures 5.9 and 5.10 below.  

Figure 5.10: Did the project result in any of the following outputs?

	
	No
	%

	A new product
	8
	100.0

	A new process
	0
	0.0

	A new product and process
	0
	0.0

	Total
	8
	100.0


· all companies reported that the project resulted in the development of a new product 

Figure 5.11: Did the project help you to develop an established methodology for R&D projects ?

	
	No
	%

	Yes
	4
	50.0

	No
	0
	0.0

	Already had one in place
	4
	50.0

	Total
	8
	100.0


· half of the companies surveyed stated that the project helped them to develop an established methodology for carrying out R&D activity

· the other half already had such a methodology in place

5.7 Companies were also asked whether they had, or whether they intended to take out new patents as a result of the project (Figure 5.12). Amongst the companies surveyed, two patents had been taken out, while one further patent was expected.

Figure 5.12: Have you / or do you intend to take out any patents as a result of the PDF project?

	
	No

	No of patents taken out 
	5

	Expected future patents
	5


Actual outputs

5.8 To calculate the actual outputs from PDF it is necessary to gross up the returns given in figures 5.9 – 5.11 to reflect the full population of participating companies.  In total we identified 18 companies who had participated in the programme 

5.9 Of this population we were able to interview 8 companies.  To take account of the population of PDF companies we have multiplied the returns from the business survey by a factor of 2.25 (Figure 5.12).

 Figure 5.12:  Actual outputs from PDF
	
	Survey
	Population

	New products
	8
	18

	New processes
	0
	0

	New product and process
	0
	0

	Established methodologies for R&D projects
	4
	9

	Patents to date
	5
	11


5.10 As a result we expect that PDF has resulted in the following outputs:

· 18 new products

· 0 new processes

· 9 newly established methodologies for R&D activity

· 9 new patents (to date)

· 11 new patents (expected)

Other programme benefits
5.11 Companies were also asked about the extent to which they agreed or disagreed with a number of statements about the impact of the programme.  Full details are given on figure 5.13.  

Figure 5.13: To what extent would you agree or disagree with the following statements?  As a result of participating in PDF my company has/is:

	
	Strongly Disagree
	Disagree
	Neither agree nor disagree
	 Agree 
	Strongly

Agree

	· developed a better understanding of its markets
	0%
	12.5%
	25%
	37.5%
	25%

	· developed better knowledge of its competitors
	0%
	25%
	12.5%
	37.5%
	25%

	· diversified its customer base
	25%
	12.5%
	12.5%
	37.5%
	12.5%

	· more capable of carrying out R&D activity 
	12.5%
	0%
	25%
	25%
	37.5%

	· more innovative in outlook than before the project
	25%
	25%
	12.5%
	12.5%
	25%

	· more likely to be involved in innovative activity in the future
	0%
	12.5%
	0%
	62.5%
	25%

	· built innovation into the business planning process
	0%
	25%
	0%
	50%
	25%


· seven out of eight companies agreed or strongly agreed that they were more likely to be involved in innovative activity as result of participating in PDF – one disagreed

· six out of the eight agreed or strongly agreed that as a result of PDF they had built innovation into the business planning process – two disagreed

· five out of the eight agreed or strongly agreed that they were more capable of carrying out R&D activity and that they had developed a better understanding of their markets – in both cases one company disagreed

· five out of the eight agreed or strongly agreed that they had developed a better understanding of their competitors – two disagreed

· four of the companies believed they had diversified their customer base as a result of carrying out the project, but two disagreed strongly with this statement 

· three out of the eight companies agreed or strongly agreed that they had become more innovative in outlook as a result of the project – although four disagreed, two of them strongly
Gross IMPACTS

5.12 We also asked a series of questions to determine the extent to which participation in the PDF project had generated gross impacts in terms of:

· turnover

· operating profit

· employment

5.13 The responses from the survey are given on Figures 5.14 to 5.16 below

 Figure 5.14: Additional turnover attributed to participation in the PDF project
	To date
	£580,000

	Four years from the start of the project
	£65,072,000

	Total
	£65,652,000


Figure 5.15: Additional operating profits attributed to participation to the PDF project 
	To date
	-£1,379,400

	Four years from the start of the project
	£16,430,600

	Total
	£15,051,200


Figure 5.16: Additional employment attributed to participation to the PDF project 
	Jobs created to date
	6

	Jobs safeguarded to date
	1

	Jobs expected four years from the start of the project
	97

	Total
	104


5.14 To establish the net impact of the programme we asked a number of questions to establish the likely extent of additionality, displacement and multiplier effects for these gross impacts.  

Additionality assumptions

5.15 Additionality is the extent to which the PDF funding encouraged activity that would not otherwise have happened.  Figure 5.17 presents the findings from the business survey.  

Figure 5.17: Which of the following would have happened if you had not received PDF support?

	Not undertaken project at all

	3

	Undertaken less research

	0

	Undertaken the project at a later date

	1

	Been less likely to undertake the project

	0

	Undertaken the same project at the same time

	4

	Total responses
	8


5.16 Three companies stated that they would not have carried out the project at all.  We have assumed that these projects are 95% additional.  

5.17 One company stated that they would have carried out the project at a later date.  The company stated that they would have carried out the project 12 months later.  We have assumed that these projects are on average 25% additional.  

5.18 Four companies stated that they would have carried out the same project at the same time.  We have assumed that these projects are only 5% additional.  

5.19 Given these findings we have estimated that the average level of additionality for PDF was 41%. 
displacement assumptions
5.20 Displacement is the extent to which outputs generated by the programme (in terms of turnover or employment) come at the expense of other companies.  One might expect displacement to be low in comparison to other business development programmes.  The business survey sought to test this by asking participating companies where their main competitors were based.  Figure 5.18 presents the details

Figure 5.18: If you had not undertaken the project, how much of the additional turnover would have been taken up by competitors based in the following areas

	
	%

	LEC area
	0

	Scotland
	0

	Elsewhere
	100.0

	Total
	100.0


5.21 The responses suggest that displacement in the programme is very low.  None of the companies questioned believed companies based within their LEC area would have taken up that additional turnover.  Less than 2% of respondents believed companies based within Scotland would have taken up that additional turnover.  

5.22 As a result we estimate that displacement at the LEC level was 5% and displacement at the Scottish level was 5%.  

Multiplier assumptions

5.23 There are two main multiplier effects that are likely to emerge from a project such as PDF.  Supply multipliers represent the benefits that can accrue to those companies who trade with PDF supported companies.  Income multipliers reflect the wider benefits derived in the local economy by the increased spend of PDF supported employees.  The Treasury offers broad guidelines ion the application of multipliers to employment outputs shown on Figure 5.19 below. 

Figure 5.19: Treasury Guidelines on multiplier effects

	
	Multiplier
	Multiplier effects

	High
	Strong local supply linkages and induced or income effects
	1.15

	Medium
	Average linkages. The majority of projects will be in this category
	1.1

	Low
	Limited local supply linkages and induced or income effects
	1.05


5.24 Our view is that the multiplier effects of PDF are likely to be between medium and high. In terms of supplier multipliers the business survey estimated that £2,317,143 of goods and services were likely be to be purchased by companies as a result of participation in PDF.  Of this amount, around 30% was sourced from companies based in the local LEC area, and a further 27% was sourced elsewhere in Scotland. 

5.25 Similarly the income multipliers generated by the programme are likely to be above average.  PDF encourages innovation and research and development and anecdotal evidence suggests that those employed by participating companies were relatively well paid.  As a result we have adopted an average multiplier of 1.13.  

calcualting Net PDF impacts

5.26 The final part of this chapter presents our estimates of the net impacts of the PDF programme as a whole.  Figure 5.20 summarises the main outputs from the programme as reported in the business survey.  

Figure 5.20: Gross outputs reported from business survey
	TURNOVER
	

	Year 1 (to date)
	£580,000

	Turnover expected
	£65,072,000

	Total
	£65,652,000

	OPERATING PROFITS
	

	Year 1 (to date)
	-£1,379,400

	Profits expected
	£16,430,600

	Total
	£15,051,200

	JOBS
	

	Jobs created to date
	6

	Jobs safeguarded to date
	1

	Jobs expected
	97

	Total
	104


5.27 To convert the gross returns from the business survey to net impacts for the programme as a whole it is necessary to go through a number of steps, namely: 

· scaling up the business survey returns to reflect the population

· applying assumptions for additionality

· applying assumptions for displacement

· applying  income and supplier multiplier assumptions

5.28 The following paragraphs go through each of these steps 

Scaling up survey returns

5.29 In total we identified 18 companies who had participated in the programme. Of this population we were able to interview 8 companies.  To take account of the population of PDF companies we have multiplied the returns from the business survey by a factor of 2.25 (see Figure 5.22). 

Figure 5.22: Gross outputs for PDF population
	Scale up
	2.25

	TURNOVER
	

	Year 1 (to date)
	£1,305,000

	Turnover expected
	£146,412,000

	Total
	£147,717,000

	OPERATING PROFITS
	

	Year 1 (to date)
	-£3,103,650

	Profits expected
	£36,968,850

	Total
	£33,865,200

	JOBS
	

	Jobs created to date
	14

	Jobs safeguarded to date
	2

	Jobs expected
	218

	Total
	234


applying additionality

5.30 In paragraph 5.19 we stated that the average additionality for the programme was around 56%.  In Figure 5.22 we adjust the gross returns for the programme for additionality.  

Figure 5.22: Outputs for PDF population – adjusted for additionality
	Average additionality
	41%

	TURNOVER
	

	Year 1 (to date)
	£535,050

	Turnover expected
	£60,028,920

	Total
	£60,563,970

	OPERATING PROFITS
	

	Year 1 (to date)
	-£1,272,497

	Profits expected
	£15,157,229

	Total
	£13,884,732

	JOBS
	

	Jobs created to date
	6

	Jobs safeguarded to date
	1

	Jobs expected
	89

	Total
	96


applying displacement 

5.31 In paragraph 5.22 we stated that for the programme displacement at the LEC level was 5% and displacement at the Scottish level was 5%.  Figure 5.23 applies these displacement figures.  

Figure 5.23: Outputs for PDF population – adjusted for additionality and displacement
	
	LEC
	Scotland

	Displacement
	5%
	5%

	TURNOVER
	
	

	Year 1 (to date)
	£508,298
	£508,298

	Turnover expected
	£57,027,474
	£57,027,474

	Total
	£57,535,772
	£57,535,772

	OPERATING PROFITS
	
	

	Year 1 (to date)
	-£1,208,872
	-£1,208,872

	Profits expected
	£14,399,367
	£14,399,367

	Total
	£13,190,495
	£13,190,495

	JOBS
	
	

	Jobs created to date
	5
	5

	Jobs safeguarded to date
	1
	1

	Jobs expected
	85
	85

	Total
	91
	91


Applying multipliers 

5.32 In paragraph 5.25 we stated that we estimated the combined supplier and income multiplier to be 1.11. In Figure 5.24 we present the net impacts for the PDF programme, adjusted for additionality, displacement and multipliers.  

Figure 5.24: Net outputs for PDF population – (adjusted for additionality, displacement and multipliers) 
	
	LEC
	Scotland

	Multipliers
	1.13
	1.13

	TURNOVER
	
	

	Year 1 (to date)
	£574,376
	£574,376

	Turnover expected
	£64,441,046
	£64,441,046

	Total
	£65,015,422
	£65,015,422

	OPERATING PROFITS
	
	

	Year 1 (to date)
	-£1,366,025
	-£1,366,025

	Profits expected
	£16,271,285
	£16,271,285

	Total
	£14,905,260
	£14,905,260

	JOBS
	
	

	Jobs created to date
	6
	6

	Jobs safeguarded to date
	1
	1

	Jobs expected
	96
	96

	Total
	103
	103


5.33 As result we estimate the following net impacts for the PDF programme at the LEC level:

· Turnover generated to date – £574,376

· Total turnover generated 4 years from the start of the project - £65,015,422

· Profit generated to date - -£1,366,025

· Total profit generated 4 years from the start of the project - £14,905,260

· Jobs created to date - 6

· Jobs safeguarded to date - 1

· Total jobs created 4 years from the start of the project - 96

5.34 We estimate the following net impacts for the PDF programme at the Scottish level:

· Turnover generated to date – £574,376

· Total turnover generated 4 years from the start of the project - £65,015,422

· Profit generated to date - -£1,366,025

· Total profit generated 4 years from the start of the project - £14,905,260

· Jobs created to date - 6

· Jobs safeguarded to date - 1

· Total jobs created 4 years from the start of the project - 96

6. Performance AGAINST ERDF APPLICATIONS

6.1 The previous chapters have outlined the key performance data for each of the programmes.  In this section we present an analysis of the performance of each of the programmes against the original ERDF applications. 

Activities, Outcomes and Impacts
6.2 As with all ERDF applications, the targets set out by applicants and agreed by the Programme Management Committee (and Implementing Authority in grant offers) fall into three categories:

· activities are applicants’ predictions of the nature and level of the efforts that they will undertake to implement a given ERDF project.  In this case the most typical would be a target number of businesses assisted

· outcomes are the direct effects of that assistance, such as new products or processes

· impacts are the results of this, typically increases in turnover, profitability, exporting and employment.

6.3 Activity forecasts should be achieved, as these are primarily regarded as a result of organisational effort, and should have been based on some prior appraisal of need and/or demand.

6.4 Outcomes are more of a measure of the efficiency of any given project, illustrating how well this effort is translated into change in the participating SMEs.  If outcomes fall significantly below those forecast, this suggests flaws in the design or implementation of the intervention.

6.5 Impact forecasts should be based on analysis of other previous interventions, and/or other external benchmarks.  From the perspective of the Structural Funds Programmes, it is these impacts that are the primary objective, the ‘economic good’ being bought by ERDF.  However, such impacts are clearly based on a number of assumptions and are the most susceptible to external factors.  As a consequence these are the most speculative of the forecasts in any given application.  In all structural funds applications, impacts are stated as gross of displacement, and multipliers.

6.6 In the following paragraphs we outline how the programme performed in comparison to the activity, outcome and impact measures set out in the original applications.  

erdf targets

6.7 Table 6.1 presents the original activity, output and impact targets set out in ERDF applications for each of the programmes.   

Table 6.1: ERDF Targets

	Indicator
	SCIS

Target
	TDP

Target
	PDF

Target

	Activity targets
	
	
	

	Value of grants
	£2,016,428
	£558,200
	£223,250

	New SMEs started
	n/a
	7
	4

	SMEs Assisted
	108
	26
	8

	Output targets
	
	
	

	New SME/Science linkages
	n/a
	6
	6

	New Products Developed
	74
	16
	6

	New Processes Developed
	17
	8
	3

	Impact targets
	
	
	

	Direct Private Sector Contribution
	£4,397,000
	£1,190,000
	£500,000

	Increase in SME Turnover
	£11,750,000
	£10,710,000
	£700,000

	FTE jobs created
	289
	128
	15


6.8 From table 6.1 we can see

· SCIS was envisaged to be the larger programme, both in financial terms and in terms of the number of companies supported

· The nature of the targets set was very similar for all three programmes, although both TDP and PDF and additional targets of

· Assisting business start-ups and

· Encouraging SME/science linkages

6.9  A series of derived performance measures, (which we have constructed for comparative purposes) is shown on table 6.2)

Table 6.2: Derived ERDF performance measures

	Indicator
	SCIS

Target
	TDP

Target
	PDF

Target

	Activity measures
	
	
	

	Average Grant per SME
	£18,670
	£21,469
	£27,906

	Output measures
	
	
	

	‘Success rate’
	84%
	92%
	112%

	Impact measures
	
	
	

	Direct Private to Public Leverage
	2.1:1
	2.13:1
	2.24:1

	Gearing of t/o increase to Grant
	5.8:1
	19.2:1
	3.13:1

	Average jobs per intervention
	2.7
	4.9
	1.9

	Average public cost per job
	£6,977
	£4,361
	£14,883


6.10 From table 6.2 we can see

· SCIS was forecast to have the lowest grant per SME, at £18,700; the average grant for TDP was expected to be around £21,500 and around £28,000 for PDF

· PDF was expected to have the highest success rate in terms of achieving outputs

· the targets for SCIS and TDP appear to have assumed that some companies would not succeed in developing their new product or process – given that both projects were about developing innovation this seems a sensible assumption

· all three programmes expected to achieve similar levels of leverage from the private sector – for each £1 invested by the public sector it was envisaged that between £2.10 and £2.24 would be invested by participating SMEs 

· there were significant differences in terms of the anticipated impact of grant support on company turnover – in PDF each £1 invested was expected to generate £3.13 of additional turnover, while for SCIS the figure was £5.80.  Each £1 invested through TDP however was expected to generate £19.20 additional turnover

· TDP was also expected to generate the highest number of jobs per company supported (4.9) – the figures for SCIS and PDF were 2.7 and 1.9 respectively

· PDF had the highest forecast cost per job figure of over £14,800 per job.  The figures for SCIS and TDP were around £7,000 and £4,350 respectively

6.11 In comparison to SCIS it appears clear that that impact targets set for the TDP programme are very ambitious.  The proposers of TDP expected to make slightly larger grants, but have a much more significant impact on SMEs in terms of investment behaviour, turnover, and jobs growth in participating companies.

6.12 In terms of the promotion of innovation and product development PDF appears a less efficient model, at least at the design stage.  Apart from the fact that PDF is aiming to achieve more than one successful event per company, its impact targets seem less challenging and poorer value than those of SCIS and TDP.

6.13 The strategic objectives of the programmes, and the mechanism through which they intend to achieve them are not very different.  Nevertheless the forecast impacts vary widely.  

6.14 Our own view is that this is more a function of arbitrary target setting at the outset rather than any significant difference in the way the programmes would be expected to operate.   These discrepancies might have been avoided, or at least mitigated if output and impact targets for each programme were compared in this fashion at the time of application.  

6.15 In spite of these reservations we have retained the original targets set as the basis for measuring achievements against targets.  

SCIS

6.16 Table 6.3 presents the key activity, output and impact measures for the SCIS programme as set out in the ERDF application and the actual results as derived from management information and the business survey

Table 6.3 Actual SCIS performance against targets

	Target
	ERDF Application
	Actual
	Performance  

+ / -  (%)

	Activity target
	
	
	

	Value of grants
	£2,016,428
	£1,854,278
	-8.0%

	SMEs Assisted
	108
	79
	-26.9%

	Output target
	
	
	

	New Products Developed
	74
	75
	1.4%

	New Processes Developed
	17
	15
	-11.8%

	Impact target
	
	
	

	Direct Private Sector Contribution
	£4,397,000
	£2,656,249
	-39.6%

	Increase in SME Turnover
	£11,750,000
	£2,696,186
	-77.1%

	FTE jobs created
	289
	138
	-52.2%


6.17 The table highlights the following key messages:

· SCIS under-performed on both activity targets – value of grants awarded by 8% and on the number of SMEs assisted by 26.9%

· in spite of this SCIS achieved its output target for new products developed, although it fell slightly short of the target for new processes developed

· actual performance to date fell short of target for each of the key impact targets

· direct private sector spend as a result of SCIS was almost 40% below target

· increase in SME turnover was almost 80% below target

· the number of FTE jobs created to date was less than half that originally forecast

Table 6.4 Actual SCIS performance against derived measures
	Measure
	ERDF Application
	Actual
	Performance  

+ / -  (%)

	Activity measure
	
	
	

	Average Grant per SME
	£18,670
	£23,472
	25.7%

	Output measure
	
	
	

	% positive outcomes (product or process)
	84%
	120%
	42.9%

	Impact measure
	
	
	

	Private to Public Leverage
	2.1:1
	1.43:1
	-31.9%

	Gearing of t/o increase to Grant
	5.8:1
	1.45:1
	-75.0%

	Average jobs per intervention
	2.67
	1.75
	-34.6%

	Average public cost per job
	£6,977
	£13,437
	92.6%


6.18 Table 6.4 presents actual performance against the performance measures we derived from the SCIS targets.  The table confirms that:

· the average grant awarded to companies was more than 25% greater than anticipated at almost £23,500

· the proportion of positive outcomes achieved from each company assisted was higher than expected – the original target assumed that less than one new product or process would arise from every assist – while the actual average achieved was 1.2 outcomes per assist

· to date SCIS has failed to meet its derived impact performance measures 

· actual leverage is 1.43:1 as opposed to the expected 2.1:1

· the achieved gearing of turnover increase to grant is only a quarter of that expected

· the average jobs per intervention is around a third less than expected

· as a result the average cost per job to date is almost double what was anticipated at £13,437 per job    

6.19 The survey revealed that the effects of a number of the programme impacts are unlikely to be seen for some time.  Table 6.5outlines the expected performance of the programme at a point in time four years from the start of the project.   

Table 6.5 Expected SCIS performance against impact targets and measures
	Impact targets and measures
	ERDF Application
	Expected
	Performance  + / -  (%)

	Increase in SME Turnover
	£11,750,000
	£77,166,302
	556.7%

	Gearing of t/o increase to Grant
	5.8:1
	41.6:1
	+617.2%

	FTE jobs created
	289
	395
	36.7%

	Average jobs per intervention
	2.67
	3.7
	37.0%

	Average public cost per job
	£6,977
	£6,416
	-8.0%


6.20 The table suggests that:

· SCIS may exceed most its impact targets and derived performance measures 

· turnover increase in participating SMEs is expected to be in excess of £77,000,000, more than five times the target set

· the gearing of turnover increase to grant will be 41.6:1 – more than 6 times that originally envisaged 

· the number of full time jobs created will be 395 – 36.7% above target – and as a result average number of jobs per intervention will be 3.7 – 37% above target

· the average cost per job will be 8% lower than originally envisaged at £6,416 per job     

TDP 

6.21 Table 6.3 presents the key activity, output and impact measures for the TDP programme as set out in the ERDF application and the actual results as derived from management information and the business survey.  

Table 6.6 Actual TDP performance against targets

	Target
	ERDF Application
	Actual
	Performance  + / -  (%)

	Activity targets
	
	
	

	Value of grants
	£558,200
	£885,514
	+ 58.6%

	New SMEs started
	7
	-
	-

	SMEs Assisted
	26
	39
	+ 50.0%

	Output targets
	
	
	

	New SME/Science linkages
	6
	10
	+ 66.7%

	New Products Developed
	16
	32
	+ 100.0%

	New Processes Developed
	8
	15
	+ 87.5%

	Impact targets
	
	
	

	Direct Private Sector Contribution
	£1,190,000
	£760,800
	-36.1%

	Increase in SME Turnover
	£10,710,000
	£2,797,819.00
	-73.9%

	FTE jobs created
	128
	136
	+ 6.3%


6.22 The table highlights the following key messages:

· TDP exceeded two of its activity targets – the value of grants awarded by 58.6% and on the number of SMEs assisted by 50.0%

· the business survey did not test whether TDP had helped to start any new SMEs. It did suggest however that six firms aged less than two years old were assisted by TDP 

· TDP exceeded all of its output targets

· 10 new science/SME linkage were created (66% above target)

· 32 new products were developed (double the original target)

· 15 new processes were developed

· achievement of impact targets to date has been more patchy

· direct private sector spend as a result of TDP was 36% below target at only £760,800

· increase in SME turnover was almost 74% below target

· however the number of FTE jobs created to date was just above that forecast at 136 jobs

Table 6.7 Actual TDP performance against derived measures

	Measure
	ERDF Application
	Actual
	Performance  + / -  (%)

	Activity measures
	
	
	

	Average Grant per SME
	£21,469
	£22,705
	+ 5.8%

	Output measures
	
	
	

	‘Success rate’
	92%
	120%
	+ 31.0%

	Impact measures
	
	
	

	Direct Private to Public Leverage
	2.13:1
	0.86:1
	-59.6%

	Gearing of t/o increase to Grant
	19.2:1
	3.16:1
	-83.5%

	Average jobs per intervention
	4.92
	3.49
	-29.1%

	Average public cost per job
	£4,361
	£6,511
	+ 49.3%


6.23 Table 6.7 presents actual performance against the performance measures we derived from the SCIS targets.  The table confirms that:

· the average grant awarded to companies was 5.8% greater than anticipated at around £22,700

· the proportion of positive outcomes achieved from each company assisted was higher than expected – the original target assumed that less than one new product or process would arise from every assist – while the actual average achieved was 1.2 outcomes per assist

· to date SCIS has failed to meet its derived impact performance measures 

· actual leverage is 0.86:1 as opposed to the expected 2.13:1

· the achieved gearing of turnover increase to grant is less than one fifth of that expected

· the average jobs per intervention is around 30% less than expected

· as a result the average cost per job to date is almost 50% greater at £6,511 per job    

The survey revealed that the effects of a number of the programme impacts are unlikely to be seen for some time.  Table 6.8 outlines the expected performance of the programme at a point in time four years from the start of the project.   

Table 6.8 Expected TDP performance against impact targets and measures
	Impact targets
	ERDF Application
	Expected
	Performance  + / -  (%)

	Increase in SME Turnover
	£10,710,000
	£26,416,451
	+ 246.7%

	Gearing of t/o increase to Grant
	19.2:1
	29.8:1
	+155.2%

	FTE jobs created
	128
	288
	+ 125.0%

	Average jobs per intervention
	4.9
	7.4
	+ 50.1%

	Average public cost per job
	£4,361
	£3,074
	-29.5%


6.24 The table suggests that:

· SCIS may exceed most its impact targets and derived performance measures 

· turnover increase in participating SMEs is expected to be in excess of £26,000,000, almost two and a half times the target set

· the gearing of turnover increase to grant will be 29.8:1; more than one and a half times that originally envisaged 

· the number of full time jobs created will be 288 – 125% above target – 

· and as a result average number of jobs per intervention will be 7.4– 50% above target

· the average cost per job will be 29.5% lower than originally envisaged at £3,074 per job

PDF

6.25 Table 6.9 presents the key activity, output and impact measures for the PDF programme as set out in the ERDF application and the actual results as derived from management information and the business survey.  

Table 6.9 Actual PDF performance against targets

	Target
	ERDF Application
	Expected
	Performance  + / -  (%)

	Activity targets
	
	
	

	Value of grants
	£223,250
	£423,700
	+ 89.8%

	New SMEs started
	4
	0
	- 100.0%

	SMEs Assisted
	8
	18
	+ 125.0%

	Output targets
	
	
	

	New SME/Science linkages
	6
	2
	-66.7%

	New Products Developed
	6
	18
	+ 300.0%

	New Processes Developed
	3
	0
	-100.0%

	Impact targets
	
	
	

	Direct Private Sector Contribution
	£500,000
	£943,469
	+ 88.7%

	Increase in SME Turnover
	£700,000
	£574,376
	-17.9%

	FTE jobs created
	15
	7
	-53.3%


6.26 The table highlights the following key messages:

· PDF exceeded two of its activity targets – the value of grants awarded by 89.8% and on the number of SMEs assisted by 125%

· the business survey did not test whether PDF had helped to start any new SMEs. It did suggest however that five firms aged less than two years old were assisted by TDP 

· PDF exceeded its target for new products developed by a factor of three

· However it achieved only 2 new SME/science linkages (-66.7%) and no new processes were developed

· In terms of impact targets

· direct private sector spend as a result of PDF was almost 90% above target

· increase in SME turnover was 18% below target

· the number of FTE jobs created to date was less than half that originally forecast

Table 6.10 Actual PDF performance against derived measures

	Measure
	ERDF Application
	Actual
	Performance  + / -  (%)

	Activity measures
	
	
	

	Average Grant per SME
	£27,906
	£23,539
	-15.6%

	Output measures
	
	
	

	‘Success rate’
	112%
	100%
	-10.7%

	Impact measures
	
	
	

	Direct Private to Public Leverage
	2.24:1
	2.23:1
	0.0

	Gearing of t/o increase to Grant
	3.13:1
	1.36:1
	-56.5%

	Average jobs per intervention
	1.88
	0.39
	-79.3%

	Average public cost per job
	£14,883
	£23,538
	+58.2%


6.27 Table 6.10 presents actual performance against the performance measures we derived from the PDF targets.  The table confirms that:

· while total grant awarded exceeded targets, the average grant per company was 15.6% less than forecast 

· the proportion of positive outcomes achieved from each company assisted was lower than expected – the original target assumed that an average of 1.2  new products or processes would arise from every assist – while the actual average achieved was one outcome per assist

· in terms of its derived impact performance measures 

· TDP has achieved the expected leverage ratio

· the achieved gearing of turnover increase to grant is less than half of that expected

· the average jobs per intervention is low at only 0.39 per intervention and is 80% below target

· as a result the average cost per job to date is 58.2% more than anticipated at £23,538 per job    

6.28 The survey revealed that the effects of a number of the programme impacts are unlikely to be seen for some time.  Table 6.11 outlines the expected performance of the programme at a point in time four years from the start of the project.   

Table 6.11 Expected PDF performance against impact targets and measures
	Impact targets
	ERDF Application
	Expected
	Performance  + / -  (%)

	Increase in SME Turnover
	£700,000
	£65,015,422
	+9187%

	Gearing of t/o increase to Grant
	3.13:1
	73.4:1
	+2235%

	FTE jobs created
	15
	103
	+586.7%

	Average jobs per intervention
	1.9
	5.7
	+304.4%

	Average public cost per job
	£14,883
	£4,113
	-72.4%


6.29 The table suggests that:

· TDP may exceed most its impact targets and derived performance measures 

· turnover increase in participating SMEs is expected to be in excess of £65,000,000, more than ninety (90) times the target set

· the gearing of turnover increase to grant will be 73.4:1 – more than 22 times that originally envisaged 

· the number of full time jobs created will be 103; more than five times the expected target

· as a result average number of jobs per intervention is expected to be 5.7 ;,more than three times the expected target

· the average cost per job is expected to be £4,113, around a quarter of that originally forecast

Comparison of performance

6.30 Table 6.11 present a comparison of the actual performance of the three programmes against the derived performance measures we constructed.  

Table 6.11 Comparison of actual performance against derived performance measures and measures
	Indicator
	SCIS


	TDP


	PDF



	Activity measures
	
	
	

	Average Grant per SME
	£23,472
	£22,705
	£23,539

	Output measures
	
	
	

	‘Success rate’
	120%
	120%
	100%

	Impact measures
	
	
	

	Direct Private to Public Leverage
	1.43:1
	0.86:1
	2.23:1

	Gearing of t/o increase to Grant
	1.45:1
	3.16:1
	1.36:1

	Average jobs per intervention
	1.75
	3.49
	0.39

	Average public cost per job
	£13,437
	£6,511
	£23,538


6.31 The key messages are:

Average grant per SME

· the three programmes awarded a very similar level of average grant – in the region of £23,472 - £23,539

Success rate
· SCIS and TDP both achieved a ‘successful outcome’ rate of 120% and exceed their targets 

· PDF’s success rate was 100%, but this was below the target set

Leverage
· PDF achieved the best leverage rate – at 2.23:1 – and was the only programme to meet its target  

· SCIS achieved a leverage ratio of 1.43:1

· the leverage rate for TDP was of particular concern at less that 1:1

Gearing
· to date TDP has achieved the best gearing of turnover to increase to grant at 3.16:1, although this is significantly below the target of 19.2:1

· both SCIS and PDF have achieved a more modest gearing ratios of around 1.4:1, both below the more modest targets set for the programmes 

Jobs per intervention

· TDP has achieved the highest number of average jobs per intervention so far; almost 3.5 jobs per company; 

· SCIS has achieved an average of 1.75 jobs per intervention so far (but is still a third short of its target)

· In comparison the performance of PDF has been poor so far – at only 0.39 job per intervention

Cost per job

· TDP has achieved the best cost per job figure so far of  £6,511 per job

· The figure for SCIS is £13,437, while PDF is highest at more than £23,500 

6.32 Table 6.12 presents a comparison of the expected performance of the three programmes against the derived performance measures we constructed.  

Table 6.12 Comparison of expected performance against derived performance measures and measures

	Impact targets
	SCIS


	TDP


	PDF



	Gearing of t/o increase to Grant
	41.6:1
	29.8:1
	73.4:1

	Average jobs per intervention
	3.7
	7.4
	5.7

	Average public cost per job
	£6,416
	£3,074
	£4,113


Gearing
· PDF is expected to achieve the highest gearing ratio, in the region of 73:1, SCIS is expected to achieve a ration of around 41:1, and TDP around 30:1

Jobs per intervention

· TDP is expected to achieve the highest number of jobs per intervention at around 7.4 jobs per company

· PDF is expected to achieve 5.7 jobs per intervention, while SCIS is expected to achieve the lowest at 3.7 jobs per intervention

Cost per job

· the expected levels of cost per job are very good, ranging from £3,074 (TDP) to £6,416 (SCIS)

7. Focus Group Feedback

7.1 The original proposal had envisaged focus groups for companies participating in each of the three Programmes.  Ultimately, levels of participation in TDP and PDF, and the fact that many companies used both services, meant that only one focus group was held for SCIS and a combined focus group was held for TDP/PDF

SCIS Focus Group

7.2 All SCIS participants who were surveyed were also asked if they would be willing to attend a focus group session.  This session was held on Wednesday 12 September, and was attended by representatives from 8 companies who had taken part in the Programme.

7.3 The companies who attended were drawn from the biotech, electronics, and engineering sectors, and were geographically representative of all the local enterprise companies.

7.4 The objective of the focus groups was to test user perceptions of SCIS, determine what impacts it had on their business, and elicit from them any possible suggestions for improvement.

Usefulness

7.5 All of those participating agreed that the SCIS contribution to their project had been important.  For most this went beyond the mere financial impact, and had added value in terms of the quality, scale or timing of the project that had been undertaken.

Processes and procedures

7.6 Participants had a range of differing experiences of how SCIS had been implemented, and these reflected the differences in emphasis that we detected in our interviews with project executives.

7.7 The discussion was wide ranging, but the key themes were:

· a lack of clarity over what could and could not be funded from SCIS - most had used SCIS for product development, and were unaware of its applicability for marketing or market testing.

· participants also felt that there was room for improvement in the integration of SCIS with other forms of support.  For the most part, they did not feel that they had been made aware of other, or additional forms of support in a fashion that allowed them to plan ahead.  One participant suggested that project executives seemed to produce new offers of assistance “like rabbits from a hat”, and seemed to be driven by a desire to allocate funds at particular times rather than working with the business on the implementation of its strategy.

· the need to prove that a project had not in fact started was regarded as obstructive and artificial.  All the participants agreed that this was actually impossible to prove, but the requirement had caused them additional work and delayed their development process.

· the need to prove technical risk was also regarded as an artificial constraint.  Some companies felt that their own assessment of this should be sufficient, and that inviting an external assessment, was time consuming, unproductive, and potentially damaging to their ability to protect intellectual property.

· All the participants agreed that they would have liked a clearer understanding of the SCIS decision-making process, the criteria that would be used to allocate funds, and the likely prospects of success.

· The point was made that innovation is time sensitive, and if SCIS is truly additional, companies cannot afford to wait for support if the current SCIS budget for a given year has already been allocated.  Their view was that if innovation is to be supported in companies, it has to be supported at the time that is right for the company and the innovation, rather than subjected to some other timetable.

· The skills and competency of the executive delivering the Programme, while not felt to be crucial, certainly produced very definite comment.  The view seemed to be that the experience of participation in SCIS was very dependent on the project executive involved, and some participants spoke very highly of the individuals managing their SCIS applications.

· None of the participants felt that technical knowledge was an essential prerequisite in executives managing the delivery of SCIS.  Indeed all agreed that no individual could ever have relevant technical knowledge given the diverse range of participants.  However, it was felt that some business experience and an ability to understand the complexities of managing new product development, in companies of comparable size, was of real benefit.

· Some of the participants expressed the view that turnover of staff managing their application, and SCIS generally, seemed to be high, and that this had resulted in delays and confusion, some of which might have been prevented by a better handover process.

7.8 In the summing up of the discussion, the conclusion of the companies was that a more ‘company as client’ focus rather than a ‘product development event’ focus would be desirable.  This would then allow for earlier planning of the potential input of a progression of stages of public support.

7.9 It was also felt that the £25k threshold was perhaps a little low and was certainly inflexible.  The allocation of larger sums but with specific milestones and break points would better reflect how the companies themselves actually approach the process of product development.

Impact on Innovation

7.10 One of the stated objectives of SCIS is to increase the rate of innovation in SMEs.  We have seen from the company survey and executive interviews, that in fact, the delivery mechanisms, and forecast outputs actually focus on the creation of new products and processes.  While this is a valid outcome for the business and for the public support provided, it is essentially episodic.  The real objective is to transform how companies behave, placing innovation at the core of their values, and embedding innovation in their management processes.

7.11 We therefore explored the impact of SCIS on the innovative practices and behaviour of participating companies as a theme in the focus group discussions.

7.12 Perhaps not surprisingly, all of the participants already regarded themselves as innovative individuals and companies.  They all pointed to the fact that they were interested in devoting resources to new product development (and thus being eligible for SCIS) as evidence of their innovative nature.

7.13 When specifically asked whether participation in SCIS had changed their behaviour in terms of innovation, the general feedback was that it had not.  While the companies had developed new products and acquired new skills, and in some cases had improved their understanding of the product development process, none of them recounted a sense of an ‘innovation paradigm shift’ as a result of participation in the programme.

TDP/PDF

7.14 As with SCIS, TDP and PDF participants who were surveyed were also asked if they would be willing to attend a focus group session.  This session was held on Thursday 13 September.  The level of participation was smaller, 4 companies, but this still represented a reasonable cross section of those who had taken part in the Programmes.

7.15 It should be remembered that these companies did not access PDF and TDP to the exclusion of SCIS.  IN fact at least one company had also accessed SCIS during its development process.

7.16 The companies who attended were drawn from the software, healthcare, and engineering sectors, and as TDP and PDF were only delivered on behalf of Scottish Enterprise Glasgow, the companies were all from within the city.

7.17 The objective of the focus groups was to test user perceptions of TDP and PDF, determine what impacts it had on their business, and elicit from them any possible suggestions for improvement.  We also hoped to contrast user experience of the ‘subcontracted’ approach to delivery of the programmes.

Usefulness

7.18 All of those participating agreed that the contribution made by TDP and or PDF to their project had been important.  For most this went beyond the mere financial impact, and had added value in terms of the quality, scale or timing of the project that had been undertaken.  In one case it had been the key element in the funding package.

Processes and procedures

7.19 Unlike SCIS outwith Glasgow, TDP and PDF participants had essentially a common experience of the implementation process and all expressed satisfaction with how they had been supported.  This is not surprising, given the single agency approach and smaller numbers of personnel involved.

7.20 The discussion was wide ranging, but the key themes were:

· TTL had acted as the ‘funding broker’ in terms of identifying company needs and then facilitating the process of providing public support.  However, as a result, the participants themselves were not always aware of exactly what funding had been accessed and how.

· Slightly in contrast to the SCIS experience outwith Glasgow companies felt that TTL had acted as a broker and mentor, assisting with networking and other support in addition to the delivery of public funding.

· The need to prove technical risk was not expressed as an artificial constraint.  However all participants agreed that the Enterprise network had a limited competence to appraise technical risk internally, and seemed to have difficulty  accessing external technical diligence, compared to, for instance venture capitalists.

7.21 In the summing up of the discussion, the conclusion of the companies was that the client management approach had worked well, and the integration of different sources of public support (SCIS, TDP, and PDF) had, to the end user, appeared almost seamless.

7.22 However, there was agreement with the views expressed by the other focus group, that the allocation of larger sums but with specific milestones and break points would better reflect how the companies themselves actually approach the process of product development.  It was felt that this would simplify delivery and reduce confusion in the market place.

7.23 Perhaps as a consequence of their experience of the TTL delivery mechanism, and reflecting their desire for simplified processes, participants in the TDP/PDF focus group also felt that there was a case for extending the delegated authority for funding in projects such as SCIS TDP and PDF.  They suggested that it should be taken as far as allowing the individual executive delegated authority for funding projects.

Impact on Innovation

7.24 As with SCIS one of the stated objectives of TDP and PDF is to increase the rate of innovation in SMEs.  Even more so than with SCIS the delivery mechanisms, and forecast outputs actually focus on the creation of new products and processes.  While this is a valid outcome for the business and for the public support provided, it is essentially episodic.  The real objective is to transform how companies behave, placing innovation at the core of their values, and embedding innovation in their management processes.

7.25 We therefore also explored the impact of TDP and PDF on the innovative practices and behaviour of participating companies as a theme in the focus group discussions.

7.26 Just as with SCIS, all of the participants already regarded themselves as innovative individuals and companies.  They all pointed to the fact that they were interested in devoting resources to new product development (and thus being eligible for SCIS) as evidence of their innovative nature.

7.27 However, all agreed that the fact of this product and process development, and the additional effort made possible by public funding, made them appear more innovative thus more attractive to their customers.

7.28 To quote one participant: “cultural change costs a lot of money, and takes a strong pro active thrust”, the sense being that the nature and scale of the involvement from SCIS, TDP and PDF was not focussed on cultural change, was relatively short run, and of a modest scale.

7.29 All the participants felt that there was insufficient effort being devoted to the promotion of innovation per se, and that there was room for more, either specifically, or as a component of other forms of support.  It was suggested that:

· promotion of innovation should be ‘themed’ and promoted in less formal mechanisms (business breakfasts were suggested)

· new types of measurement needed to be developed to justify public support for the promotion of innovation as distinct from product and process development, where outcomes could be more readily quantified

8. COnclusions

project Performance 

8.1 The following paragraphs present a summary of programme performance.  

SCIS

· allocated less ERDF than forecast

· assisted fewer SMEs than expected

· but was more effective than expected in turning these interventions into product and process outcomes.

· however, the leverage, turnover, and job impacts were lower than expected, and at a higher cost than expected.

· the average cost per job figure at this time of over £13k is particularly noticeable as double that expected in the original application.

8.2 All of the above are based on reported results at this time, with the projects now all virtually completed.  However, actual impacts on companies may yet take some time to materialise, and if these all come to fruition, SCIS will exceed its original targets, but not within the timescale envisaged in the ERDF application.  It should be noted that for this to happen there would have to be a dramatic acceleration of the rate of conversion of the products and processes into sales, profits and jobs.

TDP

· Allocated more grant than originally envisaged, at a higher average allocation per participating company

· Worked with more companies

· Achieved a greater number of the desired linkages

· Was more effective than expected in turning these into product and process outcomes

· However, the leverage, turnover, and jobs impacts were lower than expected, and at a higher cost than expected

8.3 As with SCIS, the participating companies final forecast impact of the public support would show TDP to be successful in real terms and relative to the ERDF targets.  As with SCIS, these forecasts must be treated with caution.

PDF

· allocated a greater level of public support than envisaged, at a lower cost per SME

· worked with more SMEs than originally forecast

· and created a larger number of positive outcomes, but crucially fewer linkages with the science and research base

· as with SCIS and TDP, the other impacts were lower than forecast, and cost per job at £23k was high, but PDF had originally forecast that cost per job would be much higher than in the other projects.

8.4 The comments on the effect and reliability of SMEs predicted final impacts for SCIS and TDP also apply to PDF.  If SMEs own forecasts are ultimately achieved, then the impact of PDF will be better than the forecast in the ERDF application, but this may be an optimistic assumption.

Delivery Mechanisms

8.5 Over the several years’ duration of the projects across the region, delivery mechanisms have varied.  These can broadly be characterised by 3 different approaches:

· project management, where a member of LEC staff was responsible for the delivery of the SCIS initiative, and sought SME participants

· client management, where a member of staff was responsible for support of a particular SME and assisted that SME in accessing appropriate support at a given point

· arms length, where the delivery of support services for innovation and product development where sub contracted by the LEC to an arms length organisation (TTL - Targeting Technology Limited) .  This method was used in Glasgow for delivery of all SCIS TDP and PDF, and for a time in Ayrshire for the delivery of SCIS.

8.6 Each of these methods had certain attributes, but as there was no reliable record of which method had been used for any particular SME project, there is no survey analysis for the effectiveness of each.

8.7 Anecdotal feedback from the focus groups suggests that the client management approach (whether delivered directly or by an arms length organisation), is the preferred option.  There is also some evidence that the arms-length dedicated organisation provided other benefits in terms of its experience in this area of business development and the provision of networking and informal support.


Management information

8.8 Of the participating organisations, 3 held comprehensive management information in a readily accessible electronic format.  While this was based on other documentation, it made collection of the data a far simpler exercise, and also provides a useful tool for the management and reporting of the programmes to the various stakeholders involved.  The others held paper records of the various transactions with companies and of the progress at different stages of the project.

8.9 There was no common methodology for recording original decisions to support particular projects, and no common framework for reporting progress either in terms of timing or content.

8.10 There was at least one instance of SMEs feeling that there was no clear information about the level of funds actually available for disbursement at a given point in the year, and also some criticism of a lack of transparency in the decision making process.  Both might be at least partially addressed by better systems.

8.11 Importantly from the point of view of EU funding and the ERDF claims process, it was not always apparent how these information sources related to ERDF claims that had actually been submitted.

Comparison with Objectives

8.12 The stated objective of these projects in terms of their original ERDF applications was to:

· increase the rate of product and process innovation in SMEs

· encourage the adoption of new technologies in SMEs, and

· facilitate the development of ideas into marketable products

8.13 The survey results show that in these terms all 3 have been efficient and effective, achieving high levels of conversion for almost exactly the same unit cost per SME.  All 3 have managed a high level of positive results in terms of the actual development of new products and processes.  In fact in this area all exceeded their original targets, and TDP and PDF significantly so (albeit from a very small population).

8.14 While the evidence suggests that the SMEs had the idea or the drive to develop new products and processes, both the survey and focus group evidence shows that the application of public funds was a significant factor in actually making it happen.

8.15 Amongst participating companies, of those who responded to the survey, the number of companies who agreed that they had adopted new products or processes as a result of the assistance has been high 

8.16 There is also evidence that all 3 projects have had a positive impact on the quality of the SMEs product and process development techniques and processes.

8.17 The public impact on the level of registration of new intellectual property has also been significant.

8.18 However, the results of the survey and feedback from the focus groups clearly show that while SCIS could have been used for marketing and market research in addition to product and process development, its actual application was heavily weighted towards product and process development.  Discussion with LEC project executives and participating companies suggested that in some cases they were unaware of the potential to use SCIS for these wider purposes.

Innovation

8.19 The survey results and the focus group feedback suggest that the projects have not had a profound impact on the innovative nature of SMEs.  Most participants felt that participation in the programmes had not of itself improved or changed their perspective on innovation or their innovative capacity.

8.20 The explanation for this may lie in the fact that by definition, SMEs seeking support in this area already regard themselves as and indeed may in fact be, innovative.  In this event, they are more likely to ascribe such a desirable personal and corporate attribute to their own intrinsic qualities than to the impact of a public support.

8.21 The discussion with SMEs suggested that this was in fact the case; they were innovative people seeking public support for a product or process development need, rather than companies who had identified a need to be more innovative.

8.22 Part of the explanation for this may in fact be rooted in the ERDF applications themselves.  While the applications refer to innovation as a desirable quality, essential for company survival and growth, the quantifiable outcomes for the projects were phrased in terms of product and process development events, and research linkages, plus the time honoured, leverage, turnover, profits and jobs.

8.23 As a result the implementation of the projects specifically selected companies with these objectives, as opposed to those simply seeking to be innovative in a less tangible fashion.

8.24 In terms of the agenda set by Smart Successful Scotland it would appear that the TDP and PDF mechanisms in particular hold promise for the achievement of increased commercialisation of research and innovation (SSS p11).  TDP in particular exceeded its targets in this area.  Unfortunately, even for a project based on the West of Scotland Science Park, the number of participating SMEs remains small.

9. Recommendations

9.1 This final chapter outlines a number of recommendations under three main headings:

· project management

· delivery mechanisms, and 

· future strategy.

Project Management

9.2 As the conclusions show, there is scope for a revision of the project record keeping and analysis systems.  Ideally there should be a common process for the recording of decisions and reporting of progress, and this should be held in an electronic format. This would allow for the production of better quality management information, and would aid the production of ERDF grant claims.

9.3 There is also a need for better information on what is eligible for support and the criteria and process used to make that selection.  All participating SMEs said that they appreciated the support, but some felt that the process by which it arrived was less then transparent.

9.4 All 3 projects resulted in a strong buy in from participating SMEs.  Virtually all the SMEs in the focus groups expressed a desire to be made aware of other forms of public support that might be available.  There is a clear opportunity to build a more integrated service around the attractiveness of the funding represented by SCIS, TDP, and PDF.

9.5 There is a clear indication that the focus, innovation expertise and networking opportunities provided by TTL’s service were regarded as adding value. While not necessarily advocating the subcontracting of the service, attempts should be made to replicate these features in the future delivery of SCIS outwith Glasgow.

9.6 The outcomes have been positive, but the other impacts have been lower than forecast.  The temptation should be resisted to assume that SMEs will ultimately achieve their forecast aspirations and that this will result in a stronger performance for the projects themselves.  Levels of investment, leverage, turnover, profitability and jobs, are not likely to meet the forecasts in the application.

9.7 These forecasts may well have been over optimistic. The methodology for determining these should be revisited, and once this has been done, there is a clear choice to be made about the extent to which contributions to these targets (rather than just product and process development) should be taken into account in the funding decision making process.

9.8 This will be particularly important in the ERDF funding context, where all projects will now be expected to show how they will contribute to achieving the targets for each measure and contribute towards the horizontal themes in the Objective 2 Programme.  Clear realistic targets and strategies for achieving them will have to be embedded in the future management of all projects.

Delivery Mechanisms

9.9 While the numbers of participating companies was small, especially so with TDP and PDF, it would appear that different types of intervention were better suited to companies of a certain size and age, or with a particular need.  PDF was taken up by smaller, newer, companies, with both TDP and SCIS appearing to suit the circumstances of, larger, older, SMEs.

9.10 However, given the fact that the participating companies did not necessarily distinguish between the three mechanisms, (several used more than one) and the cost of intervention per SME is virtually identical for all 3, one might argue that the distinction between the three is artificial.  This is especially true if the objective, endorsed by the companies is to have as simple and transparent a funding process as possible.

9.11 All of the companies participating in the focus groups felt that a greater level of autonomy for executives with more flexibility to respond to a company’s business plan would be a desirable improvement.  They also felt that while the @£25k level of funding was about right for a given particular event, the ability to provisionally agree further funding for other stages in the process subject to specific milestones being achieved was attractive.

9.12 All 3 mechanisms (grant aid for project development, employment of a technologist, and specific prototype development funding) have all been endorsed as effective in different situations.  Consideration might therefore be given to incorporating all 3 mechanisms into a single project, with the selection of the most appropriate a matter for agreement between the LEC and SME.

9.13 This would have the added attraction of a reduced number of ERDF applications and claims, thus freeing more time for executives to actually work with companies.  It would also simplify the gathering of, and improve the comparability of, management information.  This is a virtue in itself, and would also be of great assistance to any future evaluation process.

9.14 There are also clear signals that the need for some proof of ‘technical risk’ (a requirement admitted to be a legacy of Regional Innovation Grants), was an artificial device, constrained the flexibility of LECs to respond to company needs, and introduces risks of compromising intellectual property rights.  It was also felt that in the modern economy, where knowledge is a key to competitiveness, and speed to market is crucial, this stage introduced delays in the process but added little or no value to any of the participants.

9.15 It is also clear that participating SMEs are less concerned by the technical skills that LEC staff bring to the relationship, than by their ability to understand a particular SMEs business development (and within that, product development) process.  Many of those consulted made very positive remarks about the quality of support received, especially where the LEC executive had been involved in a medium to long-term relationship to assist the achievement of business objectives.

9.16 What negative feedback was received concerned instances where staff turnover at the LEC had been high, support had been fragmented, and as a result had centred on the delivery of the SCIS/TDP/PDF product, rather than on the achievement of business objectives.

Future Strategy

9.17 If the objective is product and process development, then all 3 mechanisms can be used to achieve this.  All 3 have shown themselves to be effective in different situations.  Product, process and patent additionality is high, innovation additionality is low.

9.18 However, if the objective is to increase the rate of innovation in SMEs, there are a number of possible suggestions:

9.19 Based on their own opinions, and the additionality in the survey, the companies that are already committed to product and process development, are not those in greatest need of innovation advice and support.  One inference from this evaluation is that there is room for a quite different type of activity, one seeking to encourage awareness of the importance of innovation, and seeking to promote innovative techniques in start-ups and small companies.

9.20 Despite the companies’ feedback, within any successor projects there is a case for including exposure to training in the best possible techniques for the development and embedding of innovative behaviours and practices.  Without this there is less guarantee that participating companies will go on to become agile, ‘serial innovators’.
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