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EXECUTIVE SUMMARY

1.  This is an interim evaluation of the 2001-2004 Tourism Growth Programme as technical support for a draw-down claim for programme funding assistance granted from the European Regional Development Fund (ERDF) by the East of Scotland European Partnership in 2001.  As such,  it is intended to test the progress of the programme rather than arrive at a definitive conclusion as to its cost effectiveness and overall impacts.

2.  The methodology 1) reviewed the wider circumstances which have had a significant influence on the performance of the programme and 2) established the programme’s current direction and interim performance and  gained insight into user experience of the programme,  the catalytic influence of SEFV/ERDF assistance, and likely impacts on business performance. Only local impacts were considered, as at 31 July 2003.

3. Having reviewed the original programme objectives, delivery mechanisms, targets and expenditure, the evaluation analysed key factors which have had a material influence on the implementation of the programme:

·  a  severe downturn in the overall tourism market in Scotland in 2001 following the shock of an earlier downturn in 1998, from which the industry has yet to recover.

· a decision by senior management in SEFV in March 2001 that capital works would not be eligible for financial assistance from the programme, which was not reversed until March 2003.

4. The examination of  case files and the sample survey  showed that

· High levels of additionality were achieved by the financial assistance offered. Additionality was 100% for one third of projects.   For others, investment expenditure was brought forward significantly as a result of support. Programme additionality was assessed within the range 55%-65%.
· Business performance impacts were heavily dependent on expectations of future improvement.  The primary concern since 1998 has been to slow the rate of net decline in turnover and profitability and to consolidate  businesses to achieve survival.
· Economic leakage was not an issue.
· Displacement  was assessed  within the range 45%-55%.
· Multiplier impacts were within the normative local value set in SEN Guidelines.
· There was a high degree of participant satisfaction with the delivery of the programme.
5. The report concludes that

· progress in delivering the Tourism Growth Programme has been severely and adversely affected by the downturn in the Scottish tourism market in 2001 which is not expected to recover to its 2000 level until 2005 at the earliest.  This circumstance is entirely beyond the control of  Scottish Enterprise Forth Valley.

· In these circumstances, the progress made in meeting programme core activity pro-rata targets was creditable.

· The programme has met its pro-rata target for the gross number of new FTE jobs created,  thanks to one substantial niche market project and another smaller refurbishment project; within the caveat that these projects have not yet been fully implemented.  

· the number of net additional jobs expected to be derived from the gross jobs created as defined in the original targets for the programme was  unrealistic.  The formulation of realistic targets is essential or programme performance cannot be accurately assessed.

· The exclusion of capital works from eligible expenditure until 2003-04 was  unfortunate.    Such projects as part of wider business development projects by individual businesses have been demonstrated elsewhere to accrue significant economic development benefits in terms of  employment and growth in output.

INTERIM EVALUATION 

OF THE

TOURISM GROWTH PROGRAMME 2001-2004

1.0  PREAMBLE

1.1  Leclerc Associates were invited in June 2003 by Scottish Enterprise Forth Valley (SEFV) to undertake an interim evaluation of the 2001-2004 Tourism Growth Programme as technical support for a draw-down claim for programme funding assistance granted from the European Regional Development Fund (ERDF) by the East of Scotland European Partnership in 2001.  The programme became operational on 1 April 2001 and will be completed on 31 March 2004.  Impacts until 31 December 2004 will be eligible for inclusion as benefits of the programme.  An integral part of the programme was that an interim evaluation would be carried out after two full years of operation, i.e. during the financial year 2003-04.  This is that evaluation and it relates to the position at end July 2003.

2.0  PROGRAMME OBJECTIVES
2.1  The tourism industry is identified by SEFV as strategically significant within Forth Valley both as an existing important employment sector and one offering real growth opportunities. It is especially important as a source of employment in rural parts of Forth Valley.  The Tourism Growth Programme for 2001-2004 evolved from an earlier programme which operated between April 1997 and March 2000 and the objectives and delivery mechanisms of the new programme were defined in the context of recommendations made in the Final Evaluation
 of the earlier one.  It applies primarily to those businesses located in the EU identified Transitional Areas of Forth Valley - principally rural Stirlingshire and Clackmannanshire.

2.2  The current programme targets key tourism businesses with the capacity and capability for high growth. Its purpose is to enable them to become more competitive, accelerate growth and to raise profitability and employment levels. The approach taken is an holistic one which starts with SEFV supported benchmarking of selected businesses to identify their strengths and weaknesses leading to an action and training plan for each business with further business development and financial support from SEFV for projects to implement agreed new development or restructuring of the business.

3.0  PROGRAMME DELIVERY, TARGETS AND EXPENDITURE

Delivery Activities

3.1  The programme is being delivered through a series of activities:

· Business benchmarking to the formulation established  by the UK Government Department of Trade and Industry (DTI), which codifies a standard set of business performance, employment and management data for the individual businesses, assesses business strengths and weaknesses, and allows comparison with an average standard for the specific industrial sector within the UK.  This leads to the preparation of an action plan for a development programme for the business, agreed with the business proprietors.  Until 2003-04 this benchmarking work was carried out by consultants jointly funded by the business and SEFV, broadly on a 50-50 percentage cost basis. From April 2003,  with the introduction of the SIRUS software package to SEFV, benchmarking exercises have been carried out by internal business development staff.

· follow-up activity to implement elements of the agreed action plan.  Where these are beyond the experience or capacity of the proprietors to implement directly, (typically, the development of a marketing plan and marketing materials) consultants selected from an SEFV approved list are employed with further financial support from SEFV, again broadly on a 50-50 percentage cost basis.  In the case of works to property, historically the scale of support has been variable according to the financial standing of the business and in some cases has taken the form of a repayable grant with a delayed payback start date (de facto interest free loans).

These two components are the core activities of the programme directed at improving the quality and performance of key local tourism businesses. They are focussed primarily but not exclusively on the hotels sector within Forth Valley.

3.2  Other components of the programme are:

· the programme currently operates as a portal to give access to other business support programmes available through SEFV, principally to a Leadership and Management Development Programme to improve the quality of staff skills and attitudes and a Manager for Hire Programme to improve business skills.

· the programme currently operates as a portal to give access to other tourism support programmes organised by the Scottish Enterprise Network
:

· the Tourism Best Practice Seminars Programme at a nominal cost of £20+VAT /person
;

· the Tourism Innovation Workshops Programme at a cost of £95/business (2 attendees);

· the Learning Journeys Programme to international examples of good practice for business owners and senior managers at varying cost, with possible financial support of up to 50% to local participants from SEFV.

3.3  All these programme elements give local support to the drive of the Scottish Tourism Strategy
 to “develop a modern tourist industry in touch with its customers; a skilled and enterprising industry which has embraced the culture of lifelong learning” and to the priorities of the Strategy’s Action Plan
, especially with regard to an enhanced consumer focus for Scottish tourism.

Targets
3.4  The approved ERDF funding application sets out specific quantified targets for the completed programme from April 2001 to December 2004 (45 months)
 as follows:

· Benchmarking and implementation of action plans for 30 businesses

· Management Development Programme participation by 45 companies

· Best Practice Seminar attendance by 300 individuals at 6 seminars

· Innovation Programme participation by 15 companies

· Learning Tour participation by 30 companies

3.5  The target for gross direct new employment derived from the 30 businesses assisted with benchmarking and action plans is 90 FTE gross or 64.5 FTE new net additional jobs in terms of SE appraisal methodology.

3.6  The target for gross direct increase in sales derived from the 30 businesses assisted with benchmarking and action plans is £2.7 millions.

3.7  The evaluation date of end July 2003 is 28 months from the beginning of the programme in April 2001 representing 62.2% of the programme duration.   Notional pro-rata achievement of an equivalent 62.2% of the overall programme targets gives approximate target values at the interim evaluation date in the order of:

· 19 businesses assisted with benchmarking and action plans, creating 56 FTE new jobs gross or 40 FTE new jobs net additional.

· Gross direct increase in sales of  £1.68 millions

· Management Development Programme participation by 28 companies

· Best practice seminar attendance by 190 individuals

· Innovation Programme attendance by 9 companies

· Learning Tour participation by 19 companies

3.8  NB  The targets for the current Tourism Growth Programme were formulated in good faith by SEFV in the light of the final evaluation of the 1997-2000 Tourism High Growth Programme
 at a time when the overall tourism market in Scotland was in a steady state but with expectations of positive rates of growth in future years encouraged and given apparent legitimacy by the formulation of the New Strategy for Scottish Tourism launched by the Scottish Executive in 2000.  In the event, two factors - 

· a dramatic downturn in the market for tourism in Scotland, reflected locally in Forth Valley, brought about by UK and international circumstances which lead to a major net decline in the market size and value in 2001-02 which has not yet been recovered, and

· a decision by SEFV senior management to exclude physical capital projects from eligibility for assistance under the programme from March 2001 until March 2003

are jointly likely to have the effect of making the original targets noted above much less realistic and probably unachievable, certainly on the measure of net additionality.  

3.9  The sample survey and examination of casefiles for this interim evaluation confirm the first of these factors, and provide some evidence of the second which is likely to show more fully in the remaining period of operation of the programme.  In these changed circumstances, the priority now lies much more in safeguarding jobs than in achieving net additional growth based on a late 1990’s benchmarks.  The programme’s possible purpose now is to support existing key businesses and provide some tools to adapt to the challenges now presented to the Scottish tourism industry.  This affects our overall judgement of the programme’s effectiveness to date.  We consider these issues further below (Sections 5 and 6).

Expenditure

3.10  Overall SEFV expenditure for the programme to date is as follows:

2001-02 : SEFV initial budget allocation = £120,000, out-turn expenditure = £104,972

2002-03 : SEFV initial budget allocation = £  90,000, out-turn expenditure = £  74,397

2003-04 : SEFV initial budget allocation = £  75,000 

3.11  The reducing budget allocation for the programme reflects the spending difficulties encountered in practice and reflected in the out-turn data.  The issues are considered  in Section 5ff below.

3.12  Total expenditure on the programme shown in the approved ERDF application is £287,484 of which £207,175 is classed as ERDF eligible expenditure. The financial support from ERDF at 40% of eligible expenditure amounts to £82,870 for three years 2001-2003
. On the basis of the known out-turn data and the assumption that the adjusted budget for 2003-04 matches demand and will be fully spent, the out-turn for the 3 year period of the programme will not be greater than £254,369 or 88.5% of the planning total.

4.0  INTERIM EVALUATION METHODOLOGY

4.1  This is an interim not a final evaluation of the programme, and as such is intended to test the progress of the programme rather than arrive at a definitive conclusion as to its cost effectiveness and overall impacts.  Within the constraints of time and cost for this commission, our basic methodology has been in two parts.  First we have reviewed the wider circumstances which have had a significant influence on the performance of the programme. Second, we have carried out primary research to establish the programme’s current direction and interim performance.  To this end, we have examined case files for businesses assisted through the programme, and in some cases the earlier Tourism High Growth Programme, made available to us by SEFV and have conducted a sample survey of 9 respondent businesses (a 69% sample) by telephone to gain insight into user experience of the programme,  the catalytic influence of SEFV/ERDF assistance, and likely impacts on business performance.

4.2  Given the circumstances in which this programme now operates, considered below, it is impossible to come to a definitive interim quantitative assessment of the net additional impact of the public sector financial support offered jointly by SEFV and ERDF.  

· First, in most cases the scale of support is so small that it would be difficult to trace directly its impact through to performance or employment.
· Second, the main type of assistance given is designed to strengthen management quality, which is more likely to be reflected in gradual longer term improvements in performance than, for instance, the typical surge of growth which would follow removal of a direct constraint on the operation of the business.
· Third, given the market conditions in Scotland in the period of the programme so far, safeguarding of existing jobs is a more likely outcome than the creation of new jobs, and any employment and added value impacts are likely to result from a “delayed reaction” response.  Businesses which have received support may find themselves better able to respond in the future to an upturn in demand or have established a local niche market in which they are protected from the general trends in the sector.

4.3  Our research has been directed, therefore, towards establishing on a qualitative rather than quantitative basis the extent to which the components of net additionality have been present in supported businesses and to obtain a qualitative picture of the nature and timing of business performance impacts based on the assessments of business proprietors.  We have utilized a survey method based on a scoring system and under a guarantee of non-disclosure of individual business responses to encourage openness.  This has allowed us to arrive at an overview judgement of the impact of assistance in terms of additionality and displacement and if and when proprietors expect to gain business performance benefits from participation in the programme.  We have considered only local impacts.  The interim scale of the programme is unlikely to have any measurable impacts at Scottish level.  The survey represents the position at the end of July 2003.

5.0  CONTEXT ISSUES

Scottish Tourism Market Conditions And Their Impact

5.1  Since the mid 1990s, UK domestic tourism
 has represented in the order of 90% of total Scottish tourism by volume
 and about 80% by value
, with the main tourism season running from April to September.  1997 was the peak year for Scottish (and wider UK) domestic tourism after a period of steady year on year growth, followed in 1998 by a sudden single year reduction in volume and in value of 10%. Between  1998 and 2000 domestic tourism in Scotland remained static at around the 1998 level of 18.5 million trips and £70 million expenditure.  In 2001, the first year of operation of the current SEFV Tourism Growth Programme, the domestic tourism market again plunged into another single year decline, this time contracting more than 13% in volume and 10% in expenditure, brought about primarily by the UK Foot and Mouth Disease epidemic in farm livestock which started in February 2001 and was not finally declared over until October that year, assisted by uncertainty about the state of the UK economy.  Thus from the peak of 1997 to the trough of 2001, the overall UK domestic Scottish tourism market contracted 17.4% by volume and 18.8% by expenditure.

5.2  Meantime, the overseas tourism market had been in a steady year on year decline in the second half of the 1990s.  By1998, overseas tourism accounted for 10% of all Scottish tourism by volume and 21% by value. By 2001, it accounted for about 8% of all tourism by volume and 18% by value. This aggregate change represents a 24% reduction in overseas tourism trips and a 25% reduction in overseas tourism expenditure in Scotland between 1998 and 2001, brought about primarily by the comparative currency strength of sterling.  Subsequently, after the events of 9/11/01 in New York, the threat of terrorism is likely to be having a continuing depressive influence on international travel after the easing of currency differentials, especially in the USA which is the key overseas tourism market for Scotland.

5.3  Overall, the decline in the combined domestic and overseas tourism market between 1998 and 2001 was 13% by volume and 12% by value. This is a very significant fall by any standard, especially in a major sector of the Scottish economy.  The decline was so precipitate in 2001 as to be likely to produce severe business difficulties at the level of the individual company.  It was of a sufficient scale to cause significant adjustment to the targets set in the Scottish Executive’s Tourism Framework for Action 2002-2005.  The first progress report
 has as its primary objective the restoration of visitor numbers and spend levels to those achieved in 2000 by the end of the 2004-05 financial year. In other words, at the earliest,  current national strategy does not now expect a recovery to the general levels of tourism which served as the background context  for setting the targets established for the SEFV Tourism Growth Programme until well after the programme ends.

5.4  The impacts in Forth Valley of this Scottish market collapse are difficult to determine at a systematic quantitative level.  Local tourism statistics are collected by Area Tourist Board territories. Forth Valley is part of the Argyll, Isles, Loch Lomond, Stirling and the Trossachs Tourist Board area and disaggregated data is unavailable.  However a qualitative analysis is possible.  Forth Valley includes part of the Loch Lomond and Trossachs National Park and Stirling but these are principally day trip destinations rather than multi-night stay locations.  The major Scottish centres for tourism are Edinburgh, Glasgow and the Highlands and most tourism in Scotland involves multiple destinations.  For holiday tourism, Forth Valley’s principal role is likely to be as a short-stay / pass-through “gateway” area.  For business tourism it is a potentially significant location for short stay activities, especially the day or overnight conference market if appropriate facilities are available, because of its easy accessibility to the Scottish central belt.  This analysis is broadly supported by a 1998 Scottish Hotels Occupancy Survey
 which showed room occupancy in 22 Forth Valley hotels averaging about 1.8 nights/trip.

5.5  The SEFV Tourism Growth Programme is specifically focused on key tourism businesses represented primarily by the hotels sector.  It is likely that such key business, will have managements (axiomatically in terms of the original targets set) keen to vigorously expand their own market share.  They would rely on an expansion of demand to achieve their objectives and would be especially vulnerable to a sharp downturn in market conditions.  In the context of the then expectations in national Tourism Strategy documents produced for Scotland,  at worst such businesses might have expected a slower than predicted rate of growth after a static period.  What they got in 2001 was another unexpected and sudden net decline in the overall market more severe than that of 1998.  Consequently, investment plans were put on hold and survival became the priority, and this acts strongly against the performance of a programme designed to assist growth.  

5.6  Business vulnerability is demonstrated from the evidence in the case files for individual businesses having contact with SEFV and in our sample survey.  A number
 were obliged to delay expansion or development plans, or requested renegotiated terms for repayment of earlier financial assistance, or were driven to seek assistance from SEFV in order to restructure their businesses to deal with the cumulative loss of income as a result of the market downturn they had experienced directly.  A letter to SEFV from one supported business states “Due to the Foot & Mouth crisis we have adopted a “no spend” policy for the short term. The impact of this crisis is beginning to hurt with a large number of cancellations for March and April”
.  Another letter to SEFV from a market research company notes that from their wide local contact with the tourism industry “all businesses reported 20%-30% down as a result of Foot and Mouth and the effects of 9/11 can only add to this” …[and as a result it was]... “impossible to focus the businesses” …[and]… “impossible for SEFV to establish what support to put in place”
.
Switch Of Emphasis From Capital Works

5.7  Most tourism businesses offer services or facilities which are in some way reliant on physical business infrastructure.  This is of course pre-eminently the case where the facility offered is accommodation, whether for overnight stay or conference, restaurant or other premises based activities.  Accommodation and Eating and Drinking expenditure represents 45% of domestic tourism expenditure and 54% of overseas tourism expenditure in Scotland, with both categories linked integrally to physical facilities. The quality of the physical facilities within which a service is offered is  critical to the performance of many tourism businesses.  A survey of tourism business confidence by Visit Scotland in 2003
 showed that 44% of those surveyed considered lack of capital investment was inhibiting their business performance, second only in importance to perceived over-regulation of the tourism industry (48%).  Unsurprisingly given the market situation, only about 25% of businesses surveyed had made any investment in refurbishment or improvement in the previous year.  

5.8  Prima facie evidence therefore exists of a continuing requirement for investment in capital works in tourism businesses at time when business financial resources are stretched by market conditions and commercial lender confidence in the sector is likely to be low.  Although investment demand for funds will be less, for those still able to pursue development plans, these circumstances suggest that funding gaps caused by risk aversion for otherwise commercially viable projects are likely to exist within the tourism sector.  The Tourism Growth Programme has been directed primarily towards the hotels sector or other businesses where physical facilities are important.  From this standpoint capital works would seem to be a relevant aspect of business development activity eligible for support.

5.9  However, the key importance of support for physical business infrastructure works is that they are generally only carried out when they become a close-to-absolute constraint on the further development of a business and its proprietor perceives a market opportunity of which advantage can be taken only by removing that physical constraint.  The effect of this, shown time and again in relation to PBI support to individual businesses across a range of industrial sectors as part of a wider business development initiative, is to release a surge of growth which has a direct impact both on the safeguarding of existing jobs and on the creation of new jobs, accompanied by significant growth in the value of outputs represented by turnover.  There is evidence of this in those case files we have examined where there had been a capital expenditure element in earlier support to the business under the previous programme  Arguably, given the current contracted state of the tourism market in Scotland, those businesses able to bring forward PBI proposals for which they have been able to attract a high proportion of commercial borrowing support would be self-identifying as “trend-bucking” and in the vanguard of key growth businesses with robust prospects locally, towards which the SEFV programme is intended to be directed.

5.10  The decision by SEFV senior management to exclude capital works for tourism projects, coinciding with the start of the programme in 2001 until  March 2003, in our view was therefore very unfortunate.  It is not clear to us why this decision was taken and it has been an issue for comment from businesses consulted in the course of our survey.  While it is true that market conditions in the period would have depressed investment demand, in our view any programme targeting the hotels sector should have included capital works as eligible expenditure for the reasons reviewed above.  2003-04 is the final financial year of the current programme,  and the one in which some renewed interest in capital investment might be expected, as maybe some small degree of confidence in future prospects begins to return to the sector
.  However, given the embedded  knowledge within the local tourism business community that capital works were ineligible and the time-lag between the formulation of capital projects and their implementation, the 2003-04 reinstatement of capital works will be unlikely to attract many such projects within the remaining life of the programme, given that  they would have to achieve draw-down of funding assistance by the end of February 2004.

6.0  SURVEY FINDINGS AND PROGRESS TOWARDS TARGETS

6.1  The survey was organised in 4 sections:

· 4 questions relating to the respondent’s experience of taking part in the programme, its relevance to his business needs at the time, and the importance of SEFV assistance. The purpose of these questions was to identify how far the programme met expectations and was considered relevant to business needs.

· 7 questions relating to the perceived  impact of the support offered by SEFV in terms of present and future turnover, present and future profitability, present employment, internal business efficiency and long term business viability.   The purpose of these questions was to identify how far the programme was perceived to have had direct or indirect impacts on business performance.

· 5 questions relating to the administrative process of programme delivery. The first  3 questions tested the relationship between the company and SEFV staff and  2 other parallel questions related to the performance of consultants if they had been used.  The purpose of these questions was to probe the level of satisfaction with the administration of programme delivery in terms of SEN consistent customer management goals.

The three sections above were all qualitative scoring questions on a scale 1-5.

· The final section of the survey asked 7 questions to obtain simple factual benchmarking data on the business: trading activity, date of incorporation, location, size of business in terms of present turnover, size of business in terms of present employment, and two questions to give an indication of key variables in relation to additionality,  the proportion of employees living within Forth Valley to allow an insight into economic leakage,  and the location of principal competitors to give an insight into levels of likely product displacement.

6.2  This was as much as could be achieved using a short telephone survey, and we are satisfied that the questions covered the principal components required to make a qualitative assessment of evidence of net additionality. They  also gave a clear perspective of customer satisfaction with the product and the delivery process.  A total sample of 9 companies was interviewed (13 attempted) representing 69% of the total number of businesses assisted  through the core activities of the programme (see 3.1 above).

6.3  Interviewees were directors/partners/proprietors of companies.  We were given thoughtful answers and explanations of the scoring made throughout, and we have every reason to believe the opinions given were honest and accurate qualitative statements by experienced businessmen and businesswomen.

Sample Aggregate Performance Results

	n= 9

	Programme  relevance
	SEFV delivery
	Consultants delivery

	Did involvement meet

expectations?
	Was programme relevant to business needs?
	Did

support given

address issues?
	Overall, how satisfied with SEFV?
	SEFV  consistent coordinated and focused ?
	Own investment of  time  and effort  with SEFV worthwhile?
	Overall, how satisfied with consultants?
	Quality  and relevance of consultants work?

	4.13
	4.22
	3.90
	4.50
	4.34
	4.35
	3.90
	3.87

	Relevance & Delivery Scores: higher score = better



	Additionality of SEFV support

	How likely you  would have gone ahead  anyway without SEFV assistance?
	Absolute
	Timing
	Scale
	Quality
	None

	2.25
	33.3%
	55.5%
	-
	11.2%
	-

	Additionality Score: lower score = higher additionality



	Business Performance Impacts

	on

Turnover

now
	on

Turnover

future


	on

Profitability

now
	on

Profitability 

future
	on

Employment

now
	on

Employment

future
	on

Business

Efficiency 


	on

Long Term

Strength

	1.80
	2.9
	1.70
	3.2
	1.20
	1.66

(see text)
	2.91
	3.0

	Impact Scores: higher = better

future = within 3 years;  long term = next 3 years and beyond.



6.4  The sample basic benchmarking characteristics were as follows:

· all the businesses had been trading more than 10 years

· 67% of businesses had current turnover of more than £1 million

· 78% of businesses had between 10 and 49 employees

6.5  Relevance and delivery scores are high for this programme.  Respondents found that the programme did meet their expectations and was relevant to their business needs. A rather lower score is recorded for the perception of how well issues were addressed in reality by the support offered but it is nevertheless still a positive score.  The delivery of the programme by SEFV staff was very highly regarded and respondents were satisfied that their own time and effort had been well spent.  The delivery of the programme by consultants was also well regarded, with the aggregate scores reduced by a single  problem case.  From these results we can conclude that the process aspects of the administration of this programme work effectively. A caveat needs to be entered that while confirmation of relevance by participants is important, as noted until March 2003 the programme excluded the needs of businesses with greater growth potential through capital investment.  Wider relevance would have been achieved if capital works had been included as expenditure eligible for assistance.

6.6  The sample shows that high levels of additionality were achieved by the offer of public sector financial assistance. A third of the projects would not have happened at all if no assistance had been available, i.e. additionality was 100%.   For other projects, the key element of additionality related to the timing of the project - investment expenditure was brought forward significantly as a result of support.  A lesser element of additionality was an improvement in the quality of the investment.   These results from the sample are an important demonstration of the catalytic nature of the financial support offered by this programme.  Based on our broader experience of economic appraisal work, we estimate that average additionality for this programme presently falls within the range  55%-65%.  This is a higher rating than we had expected for the nature of the support offered.  As a comparison, the Final Evaluation of the earlier Tourism High Growth Programme
 assessed average additionality for that programme at 50%.

6.7  Business performance impacts are heavily dependent on expectations of future improvement.  All respondents to our survey were very wary about performance expectations. For some, their primary concern since 1998 has been to slow the rate of net decline in turnover and profitability and to consolidate their businesses to achieve survival.  None of the businesses had any expectations of an immediate change of fortune on the key measures of turnover, profitability and employment as a result of participation in the programme. The overall market conditions for Scottish tourism overwhelmed any short term benefits, except for some modest improvement in business efficiency.

6.8  Scores for expectations of moderate future impacts were highly qualified, and heavily dependent on an improvement in wider market conditions - the performance of the UK economy, currency exchange rates, and the international security situation being the key elements quoted.  In the case of future employment, there was a marked bi-polar split between a small number of businesses with a capital investment element to their business plan where increased employment is expected, and the remainder who could not answer the “future employment” question, leading to an artificial aggregate score of 1.66.  For the majority,  the emphasis of development plans is on improvements to efficiency, leading to enhanced profitability.  The most certain response to future impacts was in relation to long term business strength.  All respondents felt that participation in the programme should give their businesses additional robustness to respond to changing circumstances, though these were assumed to be an improvement in market conditions.

Economic Leakage and Displacement

6.9  In our qualitative search for components of net additionality there are two negative values which need to be considered: 

· economic  leakage at local level created by in-commuting to work by employees.

· the likely displacement impacts at local level.

6.10  Economic leakage is not a significant issue for this sample of companies and for practical purposes can be considered close to zero. We collected data from the sample businesses on the residence of their workforces.  Taking the sample overall,  56% of  companies had 100% of their employees resident in Forth Valley while 89% had more than 75% locally resident. This data does not require extensive analysis. Only very minor leakage is evident in what is otherwise a very open Forth Valley economy.  This is characteristic of the sector where shift working is common and residence close to work is preferred by employers.  In terms of a net additionality calculation, economic leakage created by travel to work patterns would not significantly reduce gross benefits.

6.11  To make an assessment of local displacement, we collected data from companies on the location of principal competitors to get some feel for the likely level of local product displacement generated by the sample.  Service sector companies inevitably have higher local levels of competition than most manufacturing companies:

· 66% of the sample had more than 50% of competitors located within Forth Valley;

· 55% of the sample had more than 75% of competitors located within Forth Valley;

· 33% of the sample had 100% of competitors located within Forth Valley.

6.12  Displacement is therefore an issue. However direct competitive displacement is ameliorated by two factors.  

· None of the businesses expected significant immediate increases in turnover or in employment so that neither product nor factor displacement is likely to be a short-term issue.   

· Future growth is dependent on an expansion of the tourism market in Scotland.  Given the nature of Forth Valley primarily as a “pass through” or “business conference” tourism market (para.5.4), if this happens it will mean that the potential for product displacement problems will be eased by the context of an expanding local market for everyone.

6.13  Under these circumstances, our present assessment is that local displacement will not be aggravated by the programme.  Based on our wider experience of economic appraisal, our judgement is that average displacement will fall within the mid to lower end of the Scottish Enterprise “medium displacement” range, at between, say, 45% and 55%.  However, individual candidate businesses for inclusion in the remainder of the programme should be assessed on a case by case basis.  As a comparison, the Final Evaluation of the earlier Tourism High Growth Programme assessed average displacement at around 37%
.

Multiplier Impacts

6.14  In our view it is highly likely that local multiplier impacts will lie within the normative standards laid down by SE Guidelines.  Given the small size of most of the sample companies, the value of supplies and inter industry linkages are likely to be on a scale that will only change the rate of capacity utilization within the relevant industrial sectors, rather than creating a strong indirect employment multiplier impact.  Further, given the nature of the tourism market in Forth Valley, we do not consider that a substantial scale of “off site” spend will be generated locally by tourists. Again as a comparison, the final evaluation of the earlier Tourism High Growth Programme applied a local  income multiplier of 1.15 to the increased turnover which was “strictly attributable” to that programme and used the then existing current ratio of unit FTE to turnover within businesses to derive an employment impact (1FTE : £39,000 turnover)
. 

Progress Towards Programme Targets

6.15  The overall range of targets set out in the ERDF programme documentation are shown in 3.4 above.  The notional pro-rata progress position for this stage of the programme’s life is given in 3.7 above,  summarised  below:

· 19 businesses assisted with benchmarking and action plans, creating 56 FTE new jobs gross or 40 FTE new jobs net additional.

· Gross direct increase in sales of  £1.68 millions

· Management Development Programme participation by 28 companies

· Best practice seminar attendance by 190 individuals

· Innovation Programme attendance by 9 companies

· Learning Tour participation by 19 companies

6.16  The out-turn position at 31 July 2003 in relation to these targets was:

· 13 businesses had been assisted with benchmarking. 

8 action plans had been completed

4 of the 8 action plans had been implemented fully

4 of the 8 action plans were still in progress 

58 FTE new jobs gross are identified in proposals from 2 businesses not yet implemented

We have not attempted to formally calculate net additional jobs for an interim evaluation but we estimate the number is more likely to be around 20 FTE.

· We are unable to assess or estimate gross direct increase in sales in this interim evaluation. Market conditions make an aggregate increase in sales very unlikely.

· Management Development Programme participation by 11 companies

· Best Practice Seminar attendance by 420 individuals at 7 seminars

· Innovation Programme attendance by 2 companies 

· Learning Tour participation by 7 companies

We make observations on these interim outcomes in section 7.0 below.

7.0  CONCLUSIONS

7.1  Our overall conclusion is that progress in delivering the Tourism Growth Programme has been severely and adversely affected by the downturn in the Scottish tourism market in 2001 which is not expected to recover to its 2000 level until 2005 at the earliest.  This circumstance is entirely beyond the control of  Scottish Enterprise Forth Valley.  The programme was designed to encourage growth and assumed a growing market.  In the event it has operated in a period which started with a major net decline in demand which will not be recovered in the life of the programme. A fundamental issue therefore arises (which cannot be addressed here) as to whether programmes designed to encourage growth can offer appropriate tools to assist with survival.  

7.2  In these circumstances, the progress made in meeting programme core activity pro-rata targets is creditable. It is not within the power of SEFV to insist that businesses follow through initial benchmarking exercises with the preparation and implementation of action plans. The fact that 13 businesses completed the initial benchmarking exercise and 8 went on to prepare action plans which have been either implemented or are in progress is a positive indication that the programme does provide support considered relevant by some local tourism businesses even in a time of acute trading difficulty.  The fact that businesses have participated in the programme in difficult market conditions is also an indication that the programme does reach the most robust “key” businesses within the sector in Forth Valley.

7.3  The catalytic influence of the support offered is demonstrated from the sample survey.  The additionality of the support offered was significantly higher than our expectation.

7.4  The programme has met its pro-rata target for the gross number of new FTE jobs created,  thanks to one substantial niche market project and another smaller refurbishment project.  We enter a caveat that these projects have not yet been fully implemented.  Further, the number of net additional jobs expected to be derived from the gross jobs created as defined in the original targets for the programme is in our view unrealistic.  The formulation of realistic targets is essential. Otherwise failure to achieve them is not necessarily a reflection of programme failure, rather it is reflection of the over-statement of the target. This is a service sector programme in an industry where levels of displacement are inevitably relatively high and this will always restrict the scale of net additionality to be derived from gross jobs created. Product displacement will be increased in a declining market and lessened in a growing one.

7.5  In relation to other aspects of programme activities:

· Participation in short duration low cost best practice seminars has proved to be exceptionally popular and must be an indication of the recognition by the sector locally of the importance of improving the quality of service offered.

· Participation in other activities requiring a more significant commitment of resources (time and money) have been much less popular.  From our survey discussions we attribute this primarily to the market conditions faced by businesses where survival rather than growth or development is the primary objective.  As noted in 7.1, it may be that the tools offered by participation were not considered relevant to the situation to be dealt with.

7.6  The exclusion of capital works from eligible expenditure for programme support by SEFV management until 2003-04 was unfortunate in our view.    Such projects as part of wider business development projects by individual businesses have been demonstrated elsewhere to accrue significant economic development benefits.

7.7  While SEFV did not compile a specialist pool of tourism consultants as considered in the approved ERDF application, it has included tourism consultancy companies in its wider approved list of business development consultancies and has used them on a tender basis in the implementation of projects within the programme.  We are satisfied that the delivery of the programme by consultants is effective,  based on our sample survey findings.

7.8  We are satisfied that administrative aspects regarding the management and operation of the programme have been effective.

7.9  This has been an interim evaluation to review progress.  A final evaluation after the end of 2004 would be a better basis on which to establish the overall impacts of this programme. 

� “Evaluation of the Tourism High Growth Programme” Segal Quince Wicksteed Ltd. May 2000


� see “Scottish Enterprise’s Role in Tourism Development” and the Scottish Enterprise “Directory of Tourism Skills Support” for the policy context and full details of the range of programmes.  These programme elements were organised directly by SEFVin 2001  but were absorbed into an SE national programme for tourism support for 2002 on.


� costs for 2003-04 programmes


� “A New Strategy for Scottish Tourism”: Scottish Executive, 2000


� “Tourism Framework for Action 2002-2005”: Scottish Executive, March 2002


� see para 1.1-impacts until the end of the 2004 calendar year will be eligible for inclusion as programme outcomes under EU rules.


� opt.cit.  footnote 1


� based on calendar year accounting  (i.e. January - December, not the UK April to March basis)


� i.e. tourism in Scotland by UK residents, about 45% of whom are resident in Scotland.


� number of trips by individuals - this and other data are derived from Statistics for Tourism Research website (www.staruk.org.uk) & the combined Visit Scotland/SE/HIE  Scottish tourism industry website (www.scotexchange.net).


� based on expenditure by tourists during trips


� “Scottish Tourism: A Progress Report for 2003/04”, first progress report on the Tourism Framework for Action,  Scottish Executive,  March 2003


� Scottish Hotels Occupancy Survey 1998, System 3 for Scottish Tourist Board, July 1998


� undertakings given not to identify individual businesses


� 14 March 2001: undertakings given not to identify individual businesses


� Strategem Consultants Ltd. to SEFV, September 2001


� “Business Confidence Monitor” Visit Scotland, quarterly


�  opt.cit. footnote 17


� opt.cit. footnote 1


� opt.cit. footnote 1


� idem
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