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Executive Summary

The Product

LSBAS has been running since June 2005 and originated from the Biotechnology Business Advisory Service (BBAS), which operated from October 2000 to May 2005. Its main objective is to provide advice and support to aid in the formation, development and growth of life sciences companies in Scotland. Support includes provision of expert advice and guidance on commercialisation, technology transfer, company formation and company development and growth. The market failures that LSBAS seeks to combat are: a lack of information about commercialisation, a lack of appropriate skills and financial constraints as a result of under-capitalisation and aversion to risk on the part of both the investors and the life-sciences companies/projects.

There is a suite of funding and advisory support programmes that are available to assist with the growth of the life sciences sector and target specific areas of the life sciences market in Scotland and LSBAS both compliments and adds value to this suite of services.  

The LSBAS Product is funded and administered on two geographies. For the whole of Lowlands Scotland, including contributions from SE, ERDF and companies, total expenditure is anticipated to be £630,000 by end of May 2008, with £470,000 at the point of this evaluation (to the end of September 2007). 

In terms of activities undertaken, there have been 141 instances of support averaging 4.4 days, with the intensive support to the non-Proof of Concept (PoC) projects. In addition, the Grant Thornton advisor has provided 65 instances of support averaging 4.7 days, with more intensive support tending to be required by academic projects.

Geographically, the Glasgow area accounts for 49% of the total advisor days. This perhaps reflects the historical focus of support in Glasgow, as well as the prevalence of life sciences activities within the cities, with Tayside, Grampian and Edinburgh and the Lothians also receiving relatively high levels of support. 

The Quantitative Performance

The LSBAS Product is assessed against both SE and ERDF performance targets. Performance against the SE output targets is good, with the Product on course to assist 150 organisations. Also, the target for £10m investment in companies looks likely to be reached if we assume this lies between the reported £4.9m from the survey and the £17.9m from LSBAS records. Some 70% of the job creation target has been achieved to date, but we note the timing issue here. Again for ERDF, output performance is strong and while it is too early for impacts to have been achieved in full, estimates of future impacts show that the key indicators of job creation, sales and private sector leverage are likely to be achieved.

This evaluation is tasked with assessing impacts of support from June 2005 to September 2007. Many of the projects supported in this period may not yet have reached the stage of maturity at which the true impacts would be observable. However, while it may be too early to measure actual economic impact, we have been able to obtain estimates of expected future impact from the beneficiaries and it is on this basis that we can conclude that the project has been very successful. 

The net additional cost per job to date for LSBAS is estimated to be £11,531. This is reduced to £3,696 when we consider the potential cost per job if the projected future impacts are also achieved. Given that the guidance provided by the West of Scotland Programme Complement suggests that the acceptable cost per net additional job for high technology companies is £12,000, this suggests that LSBAS offers exceptional value for money with regard to public sector spend.

In addition, it is estimated that every £1m of GVA generated has cost the public sector £267,045. This would reduce to £85,481 if the estimated future impacts were achieved.  

The Qualitative Performance

The aims and rationale of LSBAS are clear and well understood by stakeholders and beneficiaries alike. The key market failures described above remain as valid now as they were at the launch of the BBAS pilot in 2000, with the same skills issues and difficult funding environment prevailing.

Awareness of LSBAS is typically generated through referral, primarily through the SE Network and the Account Management System. This ensures the suitability of projects coming forward to LSBAS. This is a suitable mechanism as it is likely to result in only the most appropriate projects being put forward. 

Overall, the profile of LSBAS is positive, although there may be scope to raise its profile through the promotion of success stories, particularly within the academic community and among LEC Account Managers. 

The project management received very positive feedback, particularly concerning the clear operational structures, the networking and ongoing dialogue with other support mechanisms and the appropriate matching of advisors and companies/projects. However, the time of the Project Manager is increasingly pressurised, and it was suggested that a dedicated administration resource would not only ease that pressure but also ensure the most effective use of the Project Managers time.

Overall feedback on the both the LSBAS advisor and Grant Thornton support was extremely positive. The latter resource was seen as just as valuable in many respects as the LSBAS advisors themselves, and was complimentary to the advice and support given. 

The type of support provided by the LSBAS advisors typically involved business planning and financial planning and this was rated very highly by beneficiaries. In particular, the advisors were praised for their business skills and their knowledge of the life sciences sector, highlighting the need to maintain this high level of quality advisors. In the vast majority of cases, a high level of commitment to the project and excellent/good people skills was reported. 

Nonetheless, there was a suggestion by a small number of respondents that the advisor they received was not the most suitable, and one project was particularly unhappy with the “obvious” lack of interest in the project. However, this could be a reflection of both resources and personality issues.  

Other criticisms to be addressed included: lack of clarity over the roles and responsibilities of each person involved (companies/projects, the advisor and the account manager); limited expertise in the medical devices area; and constraints on the time of advisors.

Despite such concerns, when asked to rate the overall quality of the support, all who responded rated this as good or very good. Therefore, it is important that these criticisms are seen in the overall (positive) context.

The key strengths are generally seen as outweighing the weaknesses. These strengths included:

· the quality of the advisors themselves, in particular their business experience, expertise, profile and contacts;

· the availability of Grant Thornton and the financial modelling techniques used;

· the choice of advisors (nine advisors with varied and complimentary skillsets);

· the fact that the support was either free or of very low cost. If this was not the case, many of the projects/companies could not access due to the expense; 

· it supports those projects, and only those projects, that are commercially viable;  and

· the LSBAS Project Manager, particularly with regard to matching the advisor to projects/companies and with keeping in touch regularly with Account Managers and the management of other complementary support.

The key weaknesses reported were:

· the lack of profile raising and selling the success stories;

· the ‘cap’ placed on the support, which is process rather than needs driven;

· lack of specialist advice and expertise on the investment side; 

· lack of advisors with specialist knowledge of medical devices;

· lack of specialist legal advice; and

· lack of clarity of roles and procedures at the outset.

Recommendations

The recommendations resulting from the evaluation are not extensive, largely because the recommendations of the previous BBAS review were implemented. Nonetheless the following recommendations should be taken into account when considering the future of LSBAS:

· Recommendation 1: based on the market failure rationale, the outputs and impacts achieved and the overwhelming positive feedback, it is strongly recommended that the LSBAS Product continues.

· Recommendation 2: for LSBAS to consider using good news stories as a means of marketing the LSBAS Product internally to Account Managers and also to the universities and Research Institutes.

· Recommendation 3: the support from the financial secondee was seen as equally valuable to that of the advisors, therefore, it is recommended that this secondment continues on a full-time basis.

· Recommendation 4: at the outset of projects that the project/company, advisor and Account or Relationship Manager are clear of what is expected of them and their roles and responsibilities.

· Recommendation 5: that the number of advisors remains between 8 and 10. Therefore, it is not recommended to recruit additional advisors but to replace any that leave. It is further suggested (although difficult) to seek a replacement who has expertise in medical devices, and someone from the investment community.

· Recommendation 6: to ensure a more efficient use of the LSBAS Project Manager’s time, it is recommended that a dedicated administration person is recruited to the LSBAS team.

· Recommendation 7: that SE and the LSBAS team discuss the procedure regarding the application for further time beyond the cap placed on projects (18 days) and companies (15 days). It is suggested that this should be more streamlined to improve efficiency and ensure that client needs are met effectively.  

1. Introduction

This report presents the results, conclusions and recommendations of the evaluation of the Life Sciences Business Advisory Service (LSBAS). 
1.1 Background

The LSBAS originated from the Biotechnology Business Advisory Service (BBAS) which operated from October 2000 to May 2005. BBAS was piloted initially in the West of Scotland by a consortium of Local Enterprise Companies (LECs), with funding support from Scottish Enterprise (SE) and the European Regional Development Fund (ERDF).  An initial review of this pilot, by EKOS in October 2001, found that it was providing highly relevant and valued support to beneficiaries, and that it was on target to achieve performance targets.  Following this review, it was expanded to cover Scotland as a whole.

A subsequent interim evaluation by EKOS in 2004 found that beneficiaries positively received the BBAS service and qualitative evidence of positive outcomes and benefits was gathered. It was recommended that BBAS be maintained to continue to address the market-based constraints, such as the lack of appropriate business skills and expertise faced by biotechnology companies and projects with commercial potential.  It was further recommended that it be extended and enhanced to address: 

· the identified weaknesses of service provision; i.e. an over-stretched workload for the three BBAS Advisors; 

· the need to clarify service delivery procedures and processes; and 

· the management of client expectations on the roles and responsibilities of the Advisors, the LEC Account Managers and all other parties involved in the service.

Following the evaluation, the project was expanded to include areas such as medical devices (hence the shift from BBAS to LSBAS) and the size of the team was increased to include a dedicated Project Manager, a pool of nine business advisors and a full-time seconded Grant Thornton employee. 

This report reviews the success of LSBAS to date, with a view to considering the continuation of the Product in future.

Study Aims, Objectives and Method

The overall aim of the study was to evaluate the success, or otherwise, of the LSBAS Product to date. More specifically, the study focused on: 

· a quantitative measurement of the success of the project in terms of what has been delivered since the beginning of LSBAS;

· a qualitative assessment of the Product, including improvements in the service as a result of the changes that have been implemented since the last review;

· an accumulation of the quantitative results since BBAS was first implemented in October 2000; and

· finally, the project receives funding from ERDF for activities undertaken in the West of Scotland. As a result, impacts for eligible companies and projects in the West of Scotland were assessed separately.


The study was conducted in five stages, as follows: Stage 1: Inception; Stage 2: Desk Research; Stage 3: Consultations; Stage 4: Fieldwork; and Stage 5: Analysis and Reporting.  

The study has made use of a range of information sources, such as the ERDF forms and a database of supported companies and projects. Central to the process was a detailed consultation and fieldwork programme.  The former included a mix of face-to-face and telephone discussions with the Project Manager, LEC Account Managers, Chief Executives/Area Directors, the business advisors and commercialisation departments of universities and research institutes (RIs).  The study fieldwork element consisted of face-to-face and telephone interviews with 26 of a possible 126 beneficiary companies and university and research institute projects.  The detailed findings from the consultation and fieldwork programmes are presented in Chapter 4.

1.2 Structure


The rest of this report is structured as follows:

Chapter 2 provides a review of the Product, including both a product and contextual review; 
Chapter 3 reports the performance of LSBAS, detailing activities, financial commitment, targets and performance against these targets; 

Chapter 4 reports the qualitative performance of the Product according to the views of beneficiaries and consultees;

Chapter 5 provides estimates of the economic impacts of LSBAS and examines value for money; and

Chapter 6 presents our conclusions and recommendations for the future.

2. Product & Contextual Reviews

2.1 Product Review

The product review examines all relevant documentation, management reports and information in order to establish the aims and objectives and the market failure rationale. 

2.1.1 The Product

Typically there are three categories of beneficiaries: 1) company support; 2)university/research institute projects; and 3) Proof of Concept (PoC) projects.

Support or a ‘project’ can refer to a wide range of assistance given to a company, university or research institute. It may be concerned with a specific commercialisation opportunity such as a potential spinout, license or product development. It may also take the form of general advice and may not be ‘project’ focused, for example, providing overarching assistance to look at a portfolio of potential commercial opportunities or seeking out general market opportunities.  

The advisory assistance is delivered on a company-by-company or project specific basis in the areas of medical devices, diagnostics, therapeutics and other areas such as environmental life sciences, as appropriate. This assistance relates to business areas including project management, business development, business information, funding, finance and investment, expertise en route to commercialisation, marketing and regulatory environment.

According to the latest ERDF application, specific activities include: 

· linking to unique life sciences requirements such as Good Laboratory Practice (GLP), Good Manufacturing Practice (GMP), Medical Device Regulatory requirements and Good Clinical Practice (GCP), to ensure companies understand and comply with these and other regulatory requirements;

· providing experienced specialist financial support with regards to financial structures, financial ‘health checks’ and corporate governance. Typically a company would be provided with assistance including assessment of financial needs, sourcing of funding from the private sector, the positioning of the company to attract finance and development of structures to fulfil companies requirements;

· providing linked specialist commercialisation support and resource for the PoC Fund; and

· complementary support of activities with the High Growth Start-Up Unit and Investment teams.

2.1.2 Objectives

LSBAS was developed as a Network Product and is offered across Scotland, including eligible Objective 2 Programme areas. 

BBAS had been running for five years and was expanded as LSBAS to continue the provision of expert advice and assistance to pre-start, start-up and early stage life sciences companies. The main objective is to provide advice and support to aid in the formation, development and growth of life sciences companies in Scotland. Support includes provision of expert advice and guidance on:

· routes to commercialisation;

· technology transfer;

· company formation; and

· company development and growth. 

The LSBAS advisors also have access to a full-time seconded Grant Thornton employee to provide Corporate Finance Support. 

2.1.3 Market Failure Rationale

The strategic fit (discussed below) in itself is not enough to justify intervention by public agencies.  It is essential to identify gaps in provision and to understand why these gaps have emerged.  Market failure is the key to setting the strategic rationale for public sector intervention in any local economic development market.  

LSBAS (and previously BBAS) is designed to address a number of market-based constraints on the establishment and early operations of life sciences projects and companies to bring about successful market adjustment.  The market failure issues identified in the previous study remain valid today (discussed further in Chapter 4) and include:

· information failures: the lack of business development information and expertise to take the right course of action in order to successfully commercialise products in the life sciences sector;
· lack of appropriate skills and expertise: lack of business exposure, experience and acumen among academic and scientific staff; and
· the high risk and long-term returns leading to financial constraints as a result of:
· under-capitalisation;

· risk aversion on the part of the projects/companies; and

· risk aversion on the part of the investment community.

Guidance from commercially experienced individuals not only helps to fill the gap in business development and commercialisation, but may also relieve the initial cash constraints in employing someone of this level and provide them with the necessary guidance to make them investor ready, thus tackling the risk aversion problem.

Therefore, LSBAS continued from BBAS to bring about successful market adjustment to address these market-based constraints, which limit the establishment and early operation of life sciences companies.

2.2 Contextual Review

This section looks at how LSBAS fits within the wider market, policy, strategy and support contexts. 

2.2.1 The Market

According to SE, Scotland is one of the UK’s key life sciences locations and the sector is underpinned by a strong academic base, including internationally competitive bioscience departments, and recognised capabilities in drug discovery and development, contract research, medical devices, stem cells, genomics, bioinformatics and bioprocessing. SE also state that:

· there are over 590 organisations in Scotland's life sciences community, employing over 29,500 people;

· Scotland is home to 15% of the UK's life sciences companies;

· over 50 academic institutions and 80 companies are engaged in drug discovery; 

· there are more than 100 Scottish-based medical devices companies; and

· Scotland’s life sciences universities and RIs are estimated to receive £410m per annum, which at 13% of the UK’s funding total for the life sciences, is proportionately more than its share of UK population (9%).

In addition, SE strongly believes that Scotland has an enviable reputation for the quality of scientific research within academia. The recent Research Assessment Exercise (RAE) saw a doubling of top-rated "five star" departments and a trebling of staff.

2.2.2 Policy & Strategy

During this period of LSBAS there has been the development at national level of a Scottish Life Sciences Strategy
 (2005). This recognises the strength of the life sciences sector in Scotland, and aims to grow it by 2020 to a “globally focused, sustainable life sciences sector built on a fully connected national strategy that exploits strengths in scientific excellence, financial services and innovative business models and that develops, retains and builds upon Scotland's talents”.

Here:

· ‘globally focused’ means that Scotland’s industry and researchers will address global markets and compete on a global scale whilst concentrating their efforts on specific areas where they have real competitive advantage and know Scotland can compete with the best;

· ‘sustainable’ refers to the need to build financially self-supporting companies with market leading positions in their chosen niches; and 

· ‘a fully connected national strategy’ stresses the integrated, joined-up approach that is essential across all key players, with policy on education, skills, enterprise and international promotion combining to underpin Scotland’s success.

The strategy aims to accelerate growth of the sector by:

· building on scientific strengths;
· working together to engage Scotland’s strong financial services sector more fully, while opening up channels of investment from elsewhere;
· promoting and publicising success stories; and
· responding to a world in which alliances, networks, outsourcing and partnerships play increasing roles alongside large integrated life sciences firms and healthcare providers.
There would appear to be much that LSBAS can do to contribute to the achievement of these objectives, particularly around the opening up of investment channels and partnerships. It is also worth noting that promoting and publicising success stories is something that LSBAS could focus on more strongly (as discussed in Chapter 4).

An update published in 2006 stated that most of the Strategy’s milestones had been achieved. A new Life sciences Alliance was created to bring stakeholders from across Scotland in the industry, university, NHS and financial sectors together on a regular basis. 

In the autumn of 2007, the Industry Advisory Group (IAG) along with members of the Life Sciences Alliance instigated a refresh of the Strategy to update it in line with changing local and international environments. A series of workshops were held during October/November 2007 focusing on the strategies, tactics and actions that will be beneficial to achieve the vision for growth of the sector, in the areas of people, capital, technology, infrastructure and collaboration.

The national economic development strategy, Smart Successful Scotland (SSS) has been in force during the evaluation period review, and LSBAS fits well with, and contributes to, its objectives. In particular, as was true of BBAS, LSBAS addresses:

· greater entrepreneurial dynamism and creativity through the provision of advice and guidance to pre-start, start-up and early stage life sciences companies;

· increased commercialisation of research and innovation by Advisors encouraging companies and projects to collaborate with other universities and research institutions and identify all the different elements of support and funding necessary for life sciences start-up formulation and growth; and

· global success in key sectors where the support and expertise delivered through the LSBAS acts to encourage Scottish life sciences businesses to become more focused internationally and to grow and develop in the global market place.  

It is also important to note that LSBAS also fits with and contributes to the recent Scottish Government Economic Strategy, particularly the strategic priorities of a supportive business environment, and infrastructure development and place. The latter focuses on innovation and the role of priority sectors such as life sciences, where Scotland has a strong academic and commercial base, in developing the necessary infrastructure.

2.2.3 Current Support Mechanisms 

There is a suite of funding and advisory support programmes that are available to assist with the growth of the life sciences sector. These include: 

· Proof of Concept; 

· Enterprise Fellowships;

· Smart Scotland;

· Spur and SpurPLUS;

· SEEKIT;

· SCORE;

· Interface; and 

· the Small Company Innovation Support, as well as Regional Selective Assistance (RSA).  

Support is also available that is tailored specifically to the life sciences sector, e.g. the Health Technology Devices (Department of Health), Medical Research Council, Biotechnology and Biological Science Research Council, SE’s Stem Cell Translational Fund and ITI Life sciences. 

It is important that any future recommendations are given with this support environment in mind, in particular the ongoing review of innovation and general R&D grants. 

2.3 Summary

LSBAS has been running for five years and its main objective is to provide advice and support to aid in the formation, development and growth of life sciences companies in Scotland. Support includes provision of expert advice and guidance on commercialisation, technology transfer, company formation and company development and growth. The market failures that LSBAS seeks to combat are: a lack of information about commercialisation, limited cash flow, an aversion to risk, difficulties in accessing funding and a lack of appropriate skills.

The 2005 Scottish Life Sciences Strategy recognised the strength of the life sciences sector in Scotland and aims to accelerate the growth of the sector in the future.  With the main aims of this strategy now met, the Industry Advisory Group (IAG) is updating the strategy and identifying those actions that will be beneficial to the sector in the future.  LSBAS also fits with A Smart, Successful Scotland, to address the four key strategic themes of greater entrepreneurial dynamism, increased commercialisation of research and innovation and global success in key sectors.

There is a suite of funding and advisory support programmes that are available to assist with the growth of the life sciences sector and to target specific areas of the life sciences market in Scotland.  These include: PoC, Enterprise Fellowships, Smart Scotland, Spur and SpurPLUS, SEEKIT, SCORE, Interface and the Small Company Innovation Support, as well as Regional Selective Assistance (RSA), such as Innovation Grants.  Support is also available that is tailored for the life sciences industry, e.g. the Health Technology Devices (Department of Health), Medical Research Council, Biotechnology and Biological Science Research Council, SE’s Stem Cell Translational Fund and ITI Life sciences.  

It is felt that LSBAS complements these interventions - which primarily assist development of technologies - by offering the specific business advice and support to help bring about commercialisation. By offering such specialist business advice, LSBAS not only helps to ensure that a greater proportion of life sciences companies and projects are in a position to be able to access these various support mechanisms (especially financial awards) but are more likely to be in a position to make best use of that additional support and thus more likely to generate the economic impacts that are the ultimate goal for all of these mechanisms of support.

Product Performance 

This chapter outlines the funding put in place for delivering LSBAS, activities to date and the targets set for LSBAS from June 2005 to June 2008. Targets have been set for both SE and for ERDF and the achievement against these targets is reported in this Chapter.

2.4 Funding and Expenditure

Table 3.1 outlines the original funding intended for LSBAS. The Product expenditure inclusive of ERDF and VAT is expected to be £1,113,054. Almost 89% was intended to fund labour – the advisors and the Grant Thornton secondee. Other expenses including recruitment and evaluation expenditure accounted for the remainder. Companies were expected to contribute £45,000 towards the costs of the support over the three years.
	Table 3.1: Anticipated LSBAS Funding, June 2005-June 2008

	
	2005-06
	2006-07
	2007-08
	Total

	Recruitment
	£20,000
	-
	-
	£20,000

	Advisors Fees
	£243,260
	£243,260
	£243,260
	£729,780

	Expenses
	£30,000
	£40,000
	£30,000
	£100,000

	Financial Secondee
	£37,500
	£37,500
	£37,500
	£112,500

	Evaluation
	-
	-
	£30,000
	£30,000

	Company Contribution
	-£15,000
	-£15,000
	-£15,000
	-£45,000

	Total (ex. VAT)
	£315,760
	£305,760
	£325,760
	£947,280

	Total (inc. VAT)
	£371,018
	£359,268
	£382,768
	£1,113,054


Source: SE Board Paper

The reviewed anticipated LSBAS expenditure is now estimated to be £630,000 excluding VAT (£317,280 short of the original anticipated expenditure). It is estimated that the total spend from June 2005 to September 2007 is £470,000, which is around 75% of the new anticipated expenditure (excluding VAT).

Table 3.2 presents the total anticipated LSBAS expenditure made in respect of ERDF
 and match funding, split by eligible and transitional areas. The total approved project costs to provide LSBAS in eligible and transitional area is £246,063, of which ERDF contributes 41% (£100,247).

	Table 3.2: ERDF Expenditure (Ex Vat)

	
	Eligible
	Transitional
	Total

	ERDF
	£64,591
	£35,656
	£100,247

	Match Funding
	£98,286
	£47,530
	£145,816

	Eligible Funding Total
	£162,877
	£83,186
	£246,063

	% ERDF Contribution to Eligible Cost
	40%
	43%
	41%


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007.

Table 3.3 details the ERDF expenditure to December 2007. So far 77% of the expenditure has been claimed. With 21% (eight months) of the Product time remaining, the claims are slightly behind schedule to meet the full spend.

	Table 3.3: ERDF Expenditure to Date (Ex Vat)

	
	Eligible
	Transitional
	Total

	ERDF
	50,716
	26,176
	76,892

	Match Funding
	76,074
	34,700
	110,774

	Eligible Funding Total
	126,790
	60,876
	187,666

	% Claimed to date
	79%
	73%
	77%


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007.

2.5 Activity Review

As shown in Table 3.4, since LSBAS commenced in June 2005, there have been 141 instances of support from LSBAS advisors
. This does not refer to each university/RI project or company supported, as a company or project may have been supported more than once. In addition, the average length of support across both projects and companies is 4.4 days. However, this is very much an average and the length of support varies significantly across companies/projects. In some cases, support will be for a very short period (a few hours), whilst in other instances the support may be for a much longer period (weeks). As illustrated in Figure 3.1 this is typically longest for non-PoC projects (6.8 days) and shortest for PoC projects (2.9) days, perhaps reflecting the additional assistance received via the PoC scheme. On average, an advisor will work with a company for 3.6 days.

	Table 3.4: LSBAS Advisor Support (June 05-Sep 07)

	
	Periods of Support
	Total Days
	Average Days

	Company
	40
	145.3
	3.6

	Project Non-PoC
	47
	321.5
	6.8

	Project PoC
	54
	157.5
	2.9

	Total
	141
	624.3
	4.4


Source: LSBAS Project Database
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Source: LSBAS Project Database

However, it is important to note that LSBAS also provides specialist financial support to companies and projects through a Grant Thornton secondee. As shown in Table 3.5 and Figure 3.2, there have been 65 instances of support from Grant Thornton advisors. This means that in 47% of instances of support, specialist corporate finance advice has been delivered alongside the advice from LSBAS advisors. 

The average time that the Grant Thornton secondee supports each company or project is around 4.7 days. Projects tend to require longer periods of support (5.5 days) with companies using around 2.5 days. This is likely to be a reflection of the limited financial planning and financial modelling experience of academics.

	Table 3.5: Grant Thornton Financial Support (June 05-Sep 07)

	
	Instances of Support
	Total Days
	Average Days

	Company
	17
	41.7
	2.5

	Projects
	48
	265.5
	5.5

	Total
	65
	307.2
	4.7


Source: LSBAS Database
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Table 3.6 shows the distribution of companies and projects supported by LEC. Support is, by some margin, proportionally higher within the SE Glasgow area, accounting for 44% of the total days of advisor support. This is followed by a cluster of LECs (Tayside, Grampian and Edinburgh & the Lothians) accounting for between 14% and 17% of time. This is unsurprising as life sciences activities tend to cluster around Scottish cities given the presence therein of universities and research institutes. 

It should also be noted that the ‘Glasgow bias’ has been improving as this has been reduced in recent years, with an increasing number of companies/projects from Edinburgh, Grampian and Tayside receiving support.

	Table 3.6: Advisor Support by LEC

	
	No. of Periods  of Support
	Days of Support

	
	No.
	%
	No.
	%

	SE Glasgow
	62
	44%
	272.2
	44%

	SE Tayside
	11
	8%
	103.9
	17%

	SE Grampian
	26
	18%
	88.5
	14%

	SEEL
	27
	19%
	85.3
	14%

	SE Fife
	7
	5%
	39.4
	6%

	SE Renfrewshire
	5
	4%
	16.0
	3%

	SE Borders
	2
	1%
	11.8
	2%

	SE Forth Valley
	1
	1%
	7.1
	1%

	Total
	141
	100%
	624.3
	100%*


Source: LSBAS Database
*Note: the days of support add to 101%, due to rounding.
Table 3.7 details the support provided to companies and projects within and out with the Western Scotland Objective 2 Programme Areas (both Eligible and Transitional areas). Some 46% (65 of the 141) of the total instances of support were to companies and projects in the Objective 2 areas.  

	Table 3.7: Advisor Support by Objective 2 Areas (instances of support)

	
	Company
	Project
	Total

	
	No.
	%
	No.
	%
	No.
	%

	Objective 2 Area
	19
	48%
	46
	46%
	65
	46%

	Non-Objective 2 Area
	21
	53%
	55
	54%
	76
	54%

	Total
	40
	100%*
	101
	100%
	141
	100%


Source: LSBAS Database

*Note: this adds to 101%, due to rounding.
2.6 Progress against Targets

2.6.1 SE Targets

The targets set out by SE are provided in the SE Board Paper and these are focused on three key elements: organisations assisted (150), investment in companies (£10m) and number of jobs created (75 net FTEs), as presented in Table 3.8.

	Table 3.8: SE Targets, June 2005-May 2008

	
	June 05–Mar 06
	Apr 06-Mar 07
	Mar 07-Jun 08
	Total

	No. of organisations assisted
	50
	50
	50
	150

	Investment in companies
	£3.3m
	£3.3m
	£3.4m
	£10m

	No of net jobs created and retained (*gross)
	25
	25
	25
	75 (200*)


Source: SE Board Paper

As this evaluation is being undertaken while LSBAS is still ongoing, we have provided pro-rata targets to September 2007, as detailed in Table 3.9. 

	Table 3.9: SE Pro-Rata Targets, June 2005-May 2008

	
	June 05–Mar 06
	Apr 06-Mar 07
	Mar 07-Sep 07
	Total

	No. of organisations assisted
	50
	50
	20
	130

	Investment in companies
	£3.3m
	£3.3m
	£1.6m
	£8.2m

	No of net jobs created and retained (gross)
	25
	25
	10
	60 (160*)


Source: SE Board Paper

EKOS conducted a survey with the beneficiaries of the LSBAS support and information was provided by 26 different projects/companies. These 26 account for a 63% of all LSBAS advisor time to September 2007. The impacts reported by the 26 have been grossed up to take account that we are missing impacts for 37% of the time utilised by advisors (i.e. we spoke to a sample of beneficiaries). A fuller explanation of this is given in the Economic Impact Assessment in Chapter 5, however, Table 3.10 briefly reports the performance against the above targets.  

	Table 3.10: Performance Against SE Targets, Actual (EKOS Survey)

	
	Actual
	Target
	% ach-ieved
	Pro-rata target
	% ach-ieved

	No. of organisations assisted
	126
	150
	84%
	116.7
	108%

	Investment in companies
	£4.9m
	£10m
	49%
	£7.8m
	63%

	No of jobs created and retained (gross)
	40.76
	75 (200*)
	54%
	58.3 (155.6*)
	70%


Source: EKOS Survey

The above results show that LSBAS is performing behind two of its targets, with the pro-rata target number of organisations assisted almost met. 

Regarding the number of organisations assisted, with eight months remaining, the LSBAS has achieved the target. With 126 organisations assisted to date, 108% of the pro-rata target has been reached. Indications from the project management suggest that there is no sign of referrals reducing, therefore, we see no reason why the final target cannot be achieved by the end of the Programme period.

Regarding the investment in companies, the data collected suggested that 63% (£4.9m) of this pro-rata target has already been achieved. This £4.9m is largely due to one project that received a great deal of both BBAS and LSBAS assistance. This project reported that it would not have secured a high level of investment had it not been for the LSBAS advisor. This demonstrates the high risk/high reward element of LSBAS. The benefits may take a long time to accrue but the potential impact can be substantial. 

However, we believe that this £4.9m is not a true reflection of the investment and is likely to underestimate the investment secured as a result of LSBAS support. This is for two main reasons. First, only two companies reported investment impacts, yet 14 reported that jobs were created and/or sustained, as a result of LSBAS. Given that these projects/companies are at such an early stage, to create/sustain employment would necessarily involve investment. Secondly, we believe there is an element of self-presentation, in that respondents stated that investment secured was as a result of their own efforts, despite reporting that the support from LSBAS was invaluable in establishing the company, creating employment and introducing them to investors etc.

In addition, data held by LSBAS suggests that the level of investment that has been secured by supported companies’ totals £17.3m, way above the £10m target (see Table 3.11). However, this does not take into account key economic impact factors such as attribution, additionality and displacement, and is therefore likely to over-report the impacts. Nonetheless, it is likely that the actual investment figure lies somewhere between this £17.3m and the £4.9m reported above.

	Table 3.11: Investment Performance Against SE Targets, Actual (LSBAS Monitoring Data)

	
	Actual
	Target
	% ach-ieved
	Pro-rata target
	% ach-ieved

	Investment in companies
	£17.3m
	£10m
	173%
	£8.2m
	210%


Source: LSBAS Monitoring

Finally, although behind target (70% of pro-rata target), job creation performance is relatively positive, given the well-noted issues regarding timing for impacts to accrue. As presented in the Economic Impact Assessment in Chapter 5, if we account for projected future employment impacts (totalling 170) then the employment impacts could eventually reach more than double the target level. However, it is important to bear in mind that these are estimates and the respondents to the survey may be over-optimistic regarding their future business prospects.

2.6.2 ERDF Targets

LSBAS has also benefited from ERDF
 assistance and therefore targets have been set for those assisted projects and companies that are located within the West of Scotland Objective 2 Programme eligible and transitional areas. The output and result targets are set out in Tables 3.12 and 3.13.
	Table 3.12: ERDF Output Targets, June 2005-May 2008

	
	Eligible
	Trans-itional
	Total

	No. of existing businesses receiving advice
	12
	5
	17

	No. of existing businesses assisted
	9
	7
	16

	No. of instances of assistance to existing businesses
	14
	12
	26

	No. of new businesses receiving advice
	23
	6
	29

	No. of new businesses assisted/created
	23
	6
	29

	No. of instances of assistance to new businesses
	23
	9
	32

	No. of assisted businesses owned or managed by ethnic minorities
	1
	0
	1

	No. of assisted businesses owned or managed by people with a women
	8
	2
	10


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007.

	Table 3.13: ERDF Result Targets, June 2005-May 2008

	
	Eligible
	Trans-itional
	Total

	Total Gross Jobs
	33
	33
	66

	· for members of ethnic minorities
	6
	5
	11

	· for women
	15
	15
	30

	· in areas defined as most in need
	3
	1
	4

	· directly related to environmental activity
	3
	3
	6

	Increase in sales in existing businesses (£k)
	£140
	£32
	£172

	New businesses surviving beyond 18 months
	12
	7
	19

	Private sector leverage (£m)
	£4.36
	£0.83
	£5.19


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007.

Progress against these is reported in Table 3.14 and 3.15. We have also detailed performance against the pro-rata target. For many of the projects it has been too early for impacts to been achieved, however, for those that were not able to give actual impacts, they were asked to estimate future impacts as a result of the LSBAS support to provide a reflection of possible impacts in the future. This is presented in Table 3.16.

In addition, we have also taken account of the fact that many of the supported projects have had, or are currently receiving, support from other sources, such as those outlined in section 2.2.3 above. Therefore, as is usual practice, we have been very strict with the level of attribution and have only attributed a share of outcomes depending on the relative levels of support from LSBAS and other sources, including prior support from BBAS.

Table 3.14 shows that LSBAS is ahead in terms of achieving output targets. With eight months remaining of the current funding period, LSBAS has supported 39 new companies/projects, against a target of 29 (pro-rata target was 21) and has supported 19 existing businesses (the target was 17 and pro-rata target was 13). In addition, the targets set for the instances of support (taken to be a minimum of a half day consultancy) have been greatly exceeded. This includes both LSBAS and Grant Thornton support.

	Table 3.14: Achievement Against ERDF Output Targets

	
	Actual
	Target
	% ach-ieved
	Pro-rata target*
	% ach-ieved

	No. of existing businesses receiving advice
	19
	17
	112%
	12.5
	152%

	No. of new businesses receiving advice
	39
	29
	134%
	21.4
	183%

	No. of existing businesses assisted
	19
	16
	119%
	11.8
	161%

	No. of new businesses assisted/created
	39
	29
	134%
	21.4
	183%

	No. of assisted businesses owned or managed by ethnic minorities
	3
	1
	300%
	0.7
	407%

	No. of assisted businesses owned or managed by people with a women
	2
	10
	20%
	7.4
	27%

	No. of instances of assistance to existing businesses
	32
	26
	123%
	19.2
	167%

	No. of instances of assistance to new businesses**
	87
	32
	272%
	23.6
	369%


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007 and EKOS telephone survey.

*Note: the pro-rata target is calculated on the basis that the ERDF Product Life is 38 months and 28 months of the Product has been completed to date.
**Note: Half a day of consultancy support = instance of assistance 

However, the result targets (excluding private sector leverage) have not been met. Jobs created in West of Scotland Objective 2 areas reached 15.21 FTEs – only 31% of the target. Reflecting this, the horizontal theme targets have also not been met. The Product has achieved 36% of the target for new businesses surviving beyond 18 months and none of the respondents were able to attribute sales increases in existing businesses. However, given the well-documented timing issues (both of the evaluation and the time to market) these findings are unsurprising. 

	Table 3.15: ERDF Result Targets (Actual Only)

	
	Ach-ieved
	Target
	% 
	Pro-rata target*
	% 

	Total Gross Jobs
	15.21
	66
	23%
	48.6
	31%

	· for members of ethnic minorities
	1.29
	11
	12%
	8.1
	16%

	· for women
	7.47
	30
	25%
	22.1
	34%

	· in areas defined as most in need
	0.22
	4
	6%
	2.9
	7%

	· directly related to environmental activity
	0
	6
	0%
	4.4
	0%

	Increase in sales in existing businesses (£k)
	£0
	£172
	0%
	126.7
	0%

	New businesses surviving beyond 18 months
	5
	19
	26%
	14.0
	36%

	Private sector leverage (£m)
	£7.10
	£5.19
	137%
	£3.8
	186%


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007 and EKOS telephone survey.

*Note: the pro-rata target is calculated on the basis that the ERDF Product Life is 38 months and 28 months of the Product has been completed to date.

Of course we can only claim actual targets through ERDF, however, it is useful to note what is likely to be achieved should the forecasted impacts be accrued. This is given in Table 3.16. 

	Table 3.16: ERDF Result Targets (Actual + Forecast)

	
	Achieved
	Target
	% 

	Total Gross Jobs
	103.9
	66
	157%

	· for members of ethnic minorities
	1.4
	11
	13%

	· for women
	36.6
	30
	122%

	· in areas defined as most in need
	0.22
	4
	6%

	· directly related to environmental activity
	0
	6
	0%

	Increase in sales in existing businesses (£k)
	£774
	£172
	450%

	New businesses surviving beyond 18 months
	5
	19
	26%

	Private sector leverage (£m)
	£7.16
	£5.19
	138%


Source: ERDF Claim Forms, Eligible and Transitional Areas, December 2007 and EKOS telephone survey.

If the forecasted impacts are realised, then the ERDF targets are exceeded for gross jobs, gross jobs created for women, increase in sales in existing businesses and private sector leverage. The targets are not met regarding the horizontal themes of gross jobs created for ethnic minorities, areas defined as most in need and related to environmental activity. 

2.7 Summary

The LSBAS Product is funded and administered on two geographies. For the whole of Lowlands Scotland, including contributions from SE, ERDF and companies, total expenditure was anticipated to be £1.113m at the outset. This is now expected to be around £630,000. 

To the end of September 2007, i.e. 28 months into a 36-month project, expenditure is lower than anticipated for the whole SE area (at £470,000, around half of the allocation). The reason for the current underspend may be partly attributable to the concentration of activity in the Glasgow (Objective 2 eligible) area. ERDF project expenditure has been closer to the budget, at 77% in December 2007, with 28% of the ERDF Product lifetime remaining
. 

In terms of activities undertaken, there have been 141 instances of support averaging 4.4 days, with the intensive support to the non-PoC projects (6.8 days). In addition, the Grant Thornton advisor has provided 65 instances of support averaging 4.7 days, with more intensive support tending to be required by academic projects (average 5.5 days).

Geographically, the Glasgow area accounts for 49% of the total advisor days. Although the proportional support to Glasgow has been decreasing, the high level perhaps reflects the historical focus of support in Glasgow, as well as the prevalence of life sciences activities within the cities, with Tayside, Grampian and Edinburgh and the Lothians also receiving relatively high levels of support. As discussed previously, a relatively high level of support is concentrated in the West of Scotland Objective 2 Area (46%).

The LSBAS Product is assessed against both SE and ERDF performance targets. Performance against the SE output targets is good, with the Product on course to assist 150 organisations. Also, the target for £10m investment in companies looks likely to be reached if we assume this lies between the reported £4.9m from the survey and the £17.9m from LSBAS records. 70% of the job creation target has been achieved to date, but we note the timing issue here and the projected future employment impacts that have been cited in the beneficiary survey (totalling 170 net jobs, far exceeding the target of 75). 

Again for ERDF, output performance is strong and while it is too early for impacts to have been achieved in full, estimates of future impacts show that the key indicators of job creation, sales and private sector leverage are likely to be achieved.

Qualitative Performance

2.8 Introduction

The main objective of LSBAS is to establish and grow sustainable life sciences companies in Scotland by:

· helping university/RI projects and pre-start companies to exploit opportunities and form commercial enterprises; and

· assisting existing SMEs to survive and grow.

To examine the performance of LSBAS, a programme of primary research was undertaken to gather qualitative and quantitative feedback from beneficiaries and key stakeholders (LSBAS management, SE staff, LEC Account Managers, HEIs and RIs and the LSBAS advisors). This Chapter presents the key findings of this exercise, with a focus on the qualitative outcomes. The quantitative economic impacts are reported in Chapter 5.

2.9 Responses

2.9.1 Beneficiary Responses

A total of 17 university or RI projects and nine companies were surveyed to gain feedback on their views of LSBAS and to collect economic impact data (see Table 4.1). 

	Table 4.1: Responses by Company or University/RI Project

	Company
	9
	35%

	University/RI Project
	17
	65%

	Total
	26
	100%


Source: EKOS Survey, 2007

Of the 17 university/RI projects, six were PoC as shown in Table 4.2.

	Table 4.2: Responses by PoC/Non-PoC Project

	PoC
	6
	35%

	Non PoC
	11
	65%

	Total
	17
	100%


Source: EKOS Survey, 2007

We collected data from companies/projects within six of the eight LECs (see Table 4.3) to provide a geographic spread. Some 42% of responses were from the Glasgow LEC area, with 92% from the LECs of Glasgow, Grampian, Edinburgh & the Lothians and Tayside. This is a fairly accurate reflection of the overall intensity of support by geography as these four LECs accounted for 88% of the total LSBAS advisor time (as shown in Table 3.5 in Chapter 3).

	Table 4.3: Responses by LEC

	SE Glasgow
	11
	42%

	SE Grampian
	7
	27%

	SEEL
	4
	15%

	SE Tayside
	2
	8%

	SE Renfrewshire
	1
	4%

	SE Borders
	1
	4%

	Total
	26
	100%


Source: EKOS Survey, 2007

It is important to note that a total of eight of the 26 respondents had also received support prior to June 2005 (i.e. before the period of interest to this evaluation). However, given the length of the commercialisation process typical of the life sciences sector, it was important that we achieved feedback from those most likely to report impacts. We have taken this into account when calculating the impacts in Chapter 5, by attributing benefits as a proportion of advisor time spent prior to and after June 2005.

2.9.2 Consultation Responses

The face-to-face and telephone consultations with key stakeholders were also an important source of qualitative feedback. As shown in Table 4.4, we completed a total of 24 interviews with LSBAS management, SE staff, LEC Account Managers, HEIs and RIs and the LSBAS advisors. 

	Table 4.4: Consultee Breakdown

	
	Face-to-Face
	Telephone
	Total

	LSBAS Management/SE Staff
	5
	0
	5

	LECs
	1
	3
	4

	HEIs and RIS
	4
	4
	8

	Advisors
	4
	3
	7

	Total
	14
	10
	24


Source: EKOS Consultations, 2007

The broad issues covered and reported below are:

· marketing and awareness;

· market rationale;

· fit and cohesion;

· project management and delivery;

· project/company needs;

· support received (including advisor evaluation);

· progress, outcomes and impacts; and

· strengths and weaknesses.

Most of the issues covered by the different stakeholders and the beneficiaries were broadly the same and therefore they are reported together. Of course there are some issues that were only relevant to some. This will be noted, as appropriate.

2.10 Marketing and Awareness

All of the beneficiaries surveyed were asked how they were first introduced to LSBAS in order to assess the marketing communications of the Product.  Twenty of the beneficiaries responded to this question. The results are given in Figure 4.1 below.
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Source: EKOS Survey, 2007.

Thirteen of the twenty became aware of LSBAS (or BBAS) from SE, be that Account Managers, SE more generally or SE’s PoC scheme. Two became aware through a university or RI which engaged with LSBAS, two from word of mouth, one from an LSBAS advisor and two as they have previously worked for SE (captured in the ‘other’ category). 

For companies, the typical route to support is via a LEC Account Manager, although there may be a few exceptions to this (word of mouth, website, and advisor referral). For the universities, there is a Relationship Manager within the LECs who will make the initial contact with LSBAS. There are relatively few PoC projects that now come through LSBAS, perhaps given the introduction of PoC Outcome Managers. Nevertheless, if a PoC project is judged to benefit from LSBAS expertise, the project will be referred. In this instance, the PoC team plays the role of Account/ Relationship Manager. 

The above responses suggest that awareness was generated through these typical routes. None of the respondents became aware through any mass marketing techniques or website promotion, reflecting limited promotion of the Product outside the ‘support loop’. 

However, this is not a criticism or negative finding. It was questioned whether direct awareness-raising should be the key focus, or whether it was more important to focus on intermediaries, who can refer appropriate companies to LSBAS. There was agreement that the latter method currently works well and perhaps the promotion of good news stories (discussed below) can help to raise awareness to those who are currently not in the ‘support loop’, as there is a possibility that LSBAS may be missing some opportunities for appropriate engagement. In addition, mass marketing was not recommended as this is likely to have a negative impact in that too many ineligible projects/companies will come forward.

Stakeholders were also asked to comment on their perception of the profile that LSBAS has established within both the business and academic communities to date. The vast majority believed that LSBAS has a very positive reputation, particularly amongst the business community. However, it was felt that LSBAS had not taken full advantage of the opportunities available to promote itself. There was a general consensus that LSBAS (and BBAS) is a success story and a lot more could be done to get that message across to account managers, LEC staff and to potential beneficiaries (the universities, RIs and companies). This was a view shared by the business advisors and account managers. In particular, it was reported that those that are most reluctant to accept external support are academics and the commercialisation offices within the academic institutions. It is to this audience that examples of success stories need to be presented.

In addition, it was also noted that there are a few well-known life sciences companies who are recognised as they have won awards at the Scottish Life Sciences Awards. However, there are many more successful companies in Scotland, and via LSBAS, there is a real opportunity to promote what Scotland can offer.

Finally, regarding internal promotion of LSBAS to the LECs, it was suggested that it is not promoted enough to Account Managers and more could be done to engage them. There was acknowledgement that there has been some training for Account Managers, but it was felt that this could be improved and built upon.

2.11 Market Rationale

The majority of the beneficiaries and consultees understood that the principal role of LSBAS was to help create, nurture and support life sciences businesses and projects within Scotland. 

The beneficiaries understood the rationale to be to develop ideas, projects and businesses so that they become commercial, and to help them realise their potential by bridging the gap in commercialisation expertise. It was recognised by both the beneficiaries and the consultees that the role of the advisor was not to ‘do’ the work for the projects and companies but to act in an advisory capacity in order to fill a skills gaps. The mentoring role that the advisors played, therefore, featured strongly in the business feedback. In addition, many took the opportunity to mention that the role of the advisor was also to provide networks and contacts within the wider life sciences community, both nationally and internationally.

SE and LEC staff were more focused on the specific market failure rationales when answering this question. They very much believed the role of LSBAS was to address the:

· lack of commercial and financial management skills and capacity of small life sciences companies, especially those emerging from academia; and 

· limited cash flow by bringing in the necessary expertise to increase investor readiness and thus reduce the risk aversion within the investment community.

It was accepted that the rationale for establishing LSBAS remained just as valid today as it did when the pilot was launched in 2000. The commercial, business development and financial skills remain limited within life sciences (particularly among academics). In addition, the funding environment has not changed in any significant way and remains very challenging given the long-term nature of potential returns and the risk involved. Some reported that the funding environment has actually changed to the detriment of life sciences projects in that the product now needs to be closer to market before investors will consider investing. 

Overall, the aim of LSBAS was unambiguous: it was established to support projects with a clear commercial outcome. This was reflected by the advisors in particular who stated that sometimes their role is very much about providing a reality check on the commercial potential. 

2.12 Fit and Cohesion

Added Value

Both SE and LEC staff were asked to assess the extent to which LSBAS adds value to the suite of support to the life sciences sector in Scotland. All of the respondents stated that it definitely added value. The most commonly cited reasons were that:

· it provides a skillset to companies and projects that they simply could not access elsewhere.  This is backed by the findings in the beneficiary survey whereby only two believed that this support was available elsewhere, and this was from the private sector where costs are a key barrier to accessing this for early stage companies;

· the contacts and connections that the advisors bring to the table are invaluable and way beyond that which can be accessed via generic Account Managers or business consultants with no specific life sciences expertise;

· it complements other initiatives, in particular PoC projects. All of the advisors believed that although the remits of PoC Outcome Managers and LSBAS advisors are similar, good communication ensures that there is no overlap and duplication, and as long as this level of communication is sustained, they will continue to complement one another; and

· the advisors have the status, reputation and track record that are respected by the beneficiaries (the companies in particular) and as a consequence, they are more likely to act on their advice. This is again reflected in the beneficiary survey where only three of the 26 respondents said that they had not applied the information and advice of their LSBAS or Grant Thornton advisor.

Overlap/Duplication

Consultees were asked whether they perceived any areas of overlap or duplication with other life sciences support activities in Scotland, such as those described in Section 2.2.3.

The general view was that if LSBAS was not available there would be a clear gap in the market and therefore, there is little or no overlap. It was also reported that LSBAS Management works hard to build and maintain relationships with other support mechanisms, especially other SE National Products, so as to avoid duplication.

However, two key issues emerged when discussing overlap and duplication of effort. The first was in regard to what the support was actually used for and the second was concerned with the High Growth Start-Up Support.

It was raised that if the support was used for general business advice then there has to be a clear rationale for this being sector-specific rather than supported through more generic business development support such as the High Growth Start Up Unit.

On the other hand, throughout the consultations and the survey it was reported than in order to give relevant business development advice this requires contextual knowledge of the life sciences sector. It is of course difficult to give any business development support without putting it into some kind of market context, but when the market is particularly specialist then this need becomes even more acute. The main example cited was the complex regulatory environment that life sciences have to adhere to, and unless the advisor has specialist knowledge of the sector, the advice given is likely to be inaccurate, leading to potentially costly mistakes (in terms of time and money). It is this specialist knowledge that gives LSBAS its strength (discussed further in Section 4.10). It was recognised by a number of consultees that the High Growth Start-up Unit does not have the necessary expertise in life sciences and therefore this overlap is possibly more perceived rather than actual overlap.

It was also suggested that if LSBAS was not available, companies and projects would be most likely to seek Investor-Readiness and High Growth Start-Up Unit support, as they perform similar functions to LSBAS. However, it was further pointed out that as these initiatives started after LSBAS there is perhaps greater onus placed on them to ensure that they do not duplicate what LSBAS is doing.

Overall, it was felt that overlap and duplication would remain negligible should the communication between LSBAS and other initiatives and network products remain strong (as it has been to date). Therefore the role of Account and Relationship Managers is a critical one. 

Gaps

There was general consensus by both the beneficiaries of LSBAS and the consultees that the suite of support services for life sciences in Scotland is in the main very good. Nonetheless there were a number of suggestions given regarding gaps
 including:

· lack of provision of detailed market analysis so as to screen and select from a portfolio of potential projects which ones to pursue;

· need for specialist legal advice (i.e. a legal equivalent to the corporate finance secondee). The advisors acknowledged that this is a key gap in their skillsets, but they can signpost the beneficiaries to those who can help;
· a wider range of specialisms amongst the advisors would be beneficial, notably neuroscience and medical devices. Yet it was also recognised that finding people with skillsets across all areas of life sciences is an impossible task; and

· funding, and more specifically, match funding for public sector assistance such as SMART. One respondent stated that it took him two years to secure match funding due to the risk aversion of the private investors. It was also reported that there was a gap post SMART funding to reach the next key stage of development, however, as noted in Chapter 2, SPUR has been established to bridge that gap and help move SMART projects onto the next stage.

It is important to note that some of the above are in fact available to the life sciences sector, and that the ‘gaps’ reported actually reflect a lack of knowledge of the support available rather than true gaps. 

When the survey respondents were asked whether there were any gaps in LSBAS support in particular, a number took the opportunity to comment on the limited number of days of support available through LSBAS. Some suggested that more time over a longer period would be extremely beneficial. 

2.13 Project Management & Delivery

Description

The project is centrally co-ordinated by a dedicated Project Manager based at SE Glasgow, who oversees the pool of nine LSBAS advisors. In addition there is a corporate finance executive seconded full time from Grant Thornton, to assist in the detailed financial aspects of business planning, including projections and validation.  The Project Manager is full time SE employee and is responsible for administration within and relating to the project. The costs for the Project Manager have not been included in the eligible costs of the project.

Monitoring takes place at formal monthly updates, whereby each of the advisors provide a timesheet, breaking down each activity by travel time, administration, meetings with projects/companies and meetings with LSBAS and SE management. Each new project or company is logged, as are any start-ups or spin outs that have formed in that month. All of this is received by the project manager alongside the advisors’ written report of each company’s/project’s progress in the previous month. 

The support for each project or company has a finite limit. For university/RI projects this is capped at 18 days and for companies at 15 days. It is recognised that such caps are a useful discipline in ensuring that beneficiaries use the time effectively and efficiently, however, it is important that provisions remain in place to ensure those companies/projects that require additional assistance are able to receive it.

It was reported that the support provided to the university and RI projects that are at the feasibility/pre-commercialisation stage are funded entirely by LSBAS as there is no conflict with State Aid. The companies are divided into categories: 1. those that have had any turnover in the last 12 months or have secured investment or funding greater than £75,000; and 2. those that have no turnover and have secured investment or funding less than £75,000. Those in category 1 are required to make a 50% contribution (the other 50% covered by State Aid blanket exemption of 50% support to cover consultancy to SMEs). Those in category 2 are entirely funded by LSBAS and as of January 2007 the full 100% is covered under the De Minimis regulation. Previous to January, 50% was covered by the blanket exemption and 50% by De Minimus regulation, however, the De Minimus rule can no longer be used to ‘top up’.

 Specific Feedback

Those who work closely with the LSBAS project management commented very positively on the improvements that have been made since a dedicated full-time Project Manager was recruited. In particular, the project management was praised regarding:

· the introduction of clearer and more defined structures, systems and monitoring processes. This has helped create transparency which the beneficiaries feel is particularly important (most notably the RIs and commercialisation department of universities); 

· promotion of LSBAS through networking and maintaining dialogue with other support mechanisms for the life sciences; and

· possession of a firm understanding of the expertise and the personalities of the advisors when matching advisors to projects/companies.

2.14 Project/Company Needs

The stakeholders were asked to describe the typical project/company needs that LSBAS supports. The general consensus was that the ultimate goal is a commercial one, i.e. to get a product to market, establish a company or license technology. To do this ultimately requires investment, and largely long-term investment, and this in turn requires the project or company to be investor-ready. Therefore, the role that LSBAS advisors play is in getting that company investor-ready. In order to make a project or company credible when applying for funding or seeking investment, sound business plans, financial plans and management structures must be in place.  It was emphasised that whilst money is not always the most important issue at hand, without it companies and projects cannot progress.

This is very much reflected in the responses given by the beneficiaries surveyed as shown in Figure 4.2. Business planning support was the most sought after, with 63% of businesses and 53% of projects stating this as the rationale for seeking support (56% of all beneficiaries stated this). Supporting the arguments regarding overlap and duplication presented above, some of the beneficiaries reported that they had business development needs that required specialist industry knowledge. In particular, those providing advice require:

· an appreciation of the timelines in getting products to market and in generating revenues;

· an appreciation of the over-reliance on public sector funding before they are in a position to attract investment; and

· an understanding of the strictly regulated environment in which they operate, and that companies/products need to be of a very high quality from the outset, as even the simplest test is complicated.

As would be expected, accessing both funding and investment were also key reasons for seeking support, with a slightly higher proportion of projects than companies selecting these as the rationale for seeking LSBAS support. It is also worth noting that 28% of all beneficiaries stated that management capacity constraints were the reason for seeking support, with this being a much greater issue for projects than companies. This is unsurprising giving that academics are more likely to have other demands on their time in addition to the LSBAS-supported project. Finally, 36% gave other reasons for seeking support. This was largely that they wanted to make best use of the contacts of the LSBAS advisors. 
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As the data above shows, the needs differ slightly by university/RI project and company, but other than management capacity, the difference is not significant. Therefore, to understand better if there are key differences and what these may be, the advisors were specifically asked how their work with the universities and RIs differs from their work with companies.

It was reported that the universities and RI face barriers that perhaps companies do not. For instance, although this is very much dependent on the level of sophistication of the universities and RIs, a key difference is that a company can generally make decisions quicker whilst universities have a more bureaucratic process to go through and sometimes the opportunity is missed.  

Another difference is that support to companies tends to be given to ‘business people’, but within the universities and RIs it involves working with academics, who by their very nature, are research-focused and not necessarily commercially-focused. Therefore, more time has to be spent in developing commercial skills, whilst the businesses tend to be a bit sharper and have already undergone a degree of rigour. This is also reflected by the fact the university/RI projects, rather than companies require more corporate finance advice (see Table 3.5 in Chapter 3). 
There is also a greater tendency within universities to protect and exploit intellectual property (IP), through licensing rather than creating spin out companies. Some of the advisors suggested this is because universities either do not realise the potential or are reluctant to take on such commitments given the already great demands put on their time. This is very much dependent on the individuals within the university commercialisation offices, but as a general rule, academics are more inclined to seek support for licensing and the protection of IP, than for generating spinouts. 

This has led to a little tension between some of the universities/RIs and the advisors. Some of the universities/RIs reported that the advisors want to push forward at a pace that they simply cannot (due to commitment and bureaucracy, and perhaps different objectives) keep up with. On the other hand, the advisors have reported frustration at the lack of commercial ambition. It is important to note that these are small tensions that have been mentioned and in the cases in question, the advisors and the university/RI have a very good working relationship. Nonetheless, it is worth raising for one reason in particular – that the aims, objectives and commitment of each party are clearly set out and agreed at the outset. It was felt that sometimes there were mixed messages and people were working to different objectives and timeframes. Setting this out at the outset, perhaps in writing, may help avoid such issues. 

2.15 Support Received

The beneficiaries were also asked what support they had actually received, as this may have been different to the support they initially sought. Again, business planning and raising finance were the most common. However, business planning/development was used by 72% of the respondents, compared to 56% who stated that business development was their original rationale for seeking support. 
This fits in with reports from the advisors that what the companies/projects think that they need support with is often not what support they actually need. For instance, one company wanted to use LSBAS advice to help generate sales, when in reality they needed to base any sales strategy on a sound business plan and clear market review. Therefore the LSBAS advisor provided support in answering key questions: what is the market? who are the competition and what are the regulatory hurdles to be overcome? This is a clear example of where the advisor provides a reality check and attempts to put solid foundations in place to minimise risk.

In general, the business development support included:

· project appraisal: e.g. is it commercially viable and possible in the current regulatory environment?;

· steering projects though the stages of commercialisation; and

· making a stronger, more credible business and tackling issues that the beneficiaries could not (or did not) foresee.

It was also mentioned that the presence of an (impartial) advisor brought rationality and calmness. This highlights the mentoring role played by the advisors.
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Source: EKOS Survey, 2007.

36% of the respondents reported that they had received support to raise finance. In particular, one commented that the LSBAS was critical in securing a £5m investment deal over five years. Without the LSBAS advisor input the investors would not have had the confidence to invest. Others reported that they had been introduced to investors and, although investment had not yet been secured, interest was, and crucially this was from more than one investor, providing them with some bargaining power. 

In addition, 24% stated that they were provided with marketing support and this was largely around understanding the markets (nationally and internationally) rather than the marketing and promotion of the company/project. It was also reported that LSBAS advisor involvement brought credibility to the company, which although largely immeasurable, was certainly a valuable outcome of the support. 

Finally, 32% reported other support that was received. Firstly, this referred to the contacts and connections that the LSBAS advisor brought to the table. It was reported that without the advisors, the projects and companies would not have been able to make contact with potential investors and partners, or at least initial contact would have been delayed. 

2.15.1 Advisors

Grant Thornton

There are nine LSBAS advisors plus a full time Grant Thronton investment finance secondee. The feedback from the beneficiary survey was detailed for each of the LSBAS advisors, rating the specific skillsets and value of support. This was not requested for the Grant Thornton secondee. Nonetheless, the overall feedback of this support was very positive. The financial model developed has proved very useful for the beneficiaries. The only issue was that there were problems with securing the advisor’s time. However, this problem only arose during a short period when budgets were constrained and the advisor could no longer be seconded on a full-time basis. Following the loosening of the constraints, the advisor returned to the post full-time and this has rectified the problem. 

It was suggested by the consultees that the financial modelling developed by Grant Thornton for LSBAS has been extremely valuable and can be adapted and used in other sectors. This has happened to a certain degree with PoC using the advisor on occasions and it was positively reported that the LSBAS management were happy to be flexible with ‘their’ resources.

Advisor Contact

All of the respondents were asked how often they made contact with their advisor and if they had experienced any problems with accessing them. Generally, there were no set times for meeting advisors (e.g. once a month), instead it was on an ‘as and when needed’ basis, taking account of the limit of time that was available to them. Only three reported having problems with contacting their advisor and the advisor returning calls and emails. It was recognised that this was a “necessary evil” if LSBAS want a high calibre of individuals to act as advisors, who are of course likely to be very busy on other things. Nonetheless, it was suggested that if the advisor was not in a position to respond within a reasonable time frame then he should not have agreed to take on the project.

Advisor Support

The beneficiaries were asked to rate various elements of the advisor support including:

· business skills;

· technical skills;

· people skills;

· general knowledge of the life sciences sector;

· project management skills; and 

· commitment to the project/company supported.

The results are given in Table 4.5, with Figure 4.4 illustrating the proportion of respondents who rated the various elements as very good or good.

	Table 4.5: Rating of Advisor Support

	
	V. Good
	Good
	Neither
	Poor
	V. Poor
	Total

	Business skills
	15
	60%
	8
	32%
	2
	8%
	0
	0%
	0
	0%
	25

	Technical skills
	11
	46%
	8
	33%
	4
	17%
	1
	4%
	0
	0%
	24

	People skills
	13
	52%
	9
	36%
	2
	8%
	1
	4%
	0
	0%
	25

	Communications skills
	12
	50%
	7
	29%
	5
	21%
	0
	0%
	0
	0%
	24

	General knowledge of sector
	13
	52%
	10
	40%
	2
	8%
	0
	0%
	0
	0%
	25

	Project management
	5
	31%
	7
	44%
	2
	13%
	1
	6%
	1
	6%
	16

	Commitment to company/project
	16
	70%
	3
	13%
	2
	9%
	1
	4%
	1
	4%
	23


Source: EKOS Survey, 2007.
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It is clear from the results reported above that the advisors are thought of very highly by the projects and companies that they have supported. In particular, their business skills and knowledge of the life sciences sector was rated by 92% of the respondents as very good or good. The remaining 8% rated this as neither/nor, with nobody rating these as poor or very poor. 

The advisors’ people skills were rated as very good or good by 88% of the respondents and this was a reflection of how well advisors developed relationships with the beneficiaries (albeit there were a few exceptions) and the importance of matching the right personalities together. 

In addition, 83% of respondents said that the advisors’ commitment to the project was very good or good. However it is worth noting that there were two occasions where the advisors’ commitment was called into question. The advisors’ technical skills were rated as very good or good by 76% of the respondents and although this is still high, it was lower than the other ratings. Some believed that the advisors did not fully understand their underlying technologies well enough, although the majority did caveat this by saying that they cannot be expected to be experts across all the areas of the life sciences. However, some suggested the need to broaden the pool of advisors in order to widen the technical expertise, although this has to be considered carefully (we return to this issue in the Conclusions and Recommendations).

Finally, the project management skills received the lowest proportion of respondents rating as very good or good. However, only 16 answered this as the others believed that project management was not applicable to the advisor as it was not their responsibility to project manage. 

The respondents provided reasons for their ratings, and it should be noted that the comments were generally positive (reflecting the positive ratings). Some of the specific positive comments included: 

· the advisor went beyond the call of duty and put in some of his own time, demonstrating commitment to, and interest in, the project;

· the general enthusiasm of the advisor provided momentum in moving forward;

· the advisor was brought in for a specific purpose and delivered;

· those that used different advisors, noted that the skillsets complemented one another;

· advisors provided a reality check and input from someone less emotionally attached;

· if advisors do not know the answer, they know of someone who can help, highlighting the importance of their personal contacts within the sector;

· advisors would walk away if they felt that they could not contribute and add value to the project (but note contrary findings below);

· advisors are highly qualified individuals, who have the right experience and skillsets, and crucially they have ‘been there and done that’ with regards to establishing their own company;

· advisors are respected and influential across the life sciences sector;

· advisors use ‘skilful diplomacy’ when dealing with university staff;

· advisors pre-empted issues that they would not have foreseen;

· advisors were able to get up to speed very quickly on the aims and objectives of the project and the technologies that were being developed; and

· advisors acted as honest, independent brokers between the academics and the university, and this was critical in moving the project forward.

Despite the above, a criticism was the advisors’ suitability to the project/company (although it should be noted this was in only two cases). It was reported that others would have been more suited and suggested that perhaps they were not put forward as a potential advisor due to limitations on their time. This was used as the basis for arguing for an increase in the pool of advisors, but on the other hand, this may actually add to this problem. There is the possibility that expanding to increase numbers will bring in those with more limited/less relevant experience. In fact, the majority of consultees recognised that around 10 is the optimum number of advisors. However, it was raised that LSBAS need to keep in mind potential advisors to replace existing advisors, who may cease their involvement with LSBAS in the future (albeit this was not reported by any of the advisors that were surveyed). 

Some other specific negative comments included:

· there was a lack of clarity over the roles and responsibilities of the advisor and it was unclear if it was acceptable for the beneficiary to call the advisor when necessary or chase him when awaiting a response;

· advisors have limited expertise in the medical devices area;

· one advisor tends to stick with a standard model of support – to provide names of potential partners and investors and then float the company. This, it was argued, suits a very limited number of cases;

· some advisors were ‘cherry-picking’ for personal gain. But this was recognised as being difficult to manage; on the one hand a high level of interest is required and on the other when does that level of interest become a vested interest?; and

· advisors have constraints on their time that limit their input to the project/company.

Despite such concerns, when asked to rate the overall quality of the support all who responded rated this as good or very good. 

Progress, Outcomes & Impacts 

Project Status

Each of the respondents were asked to detail the status of their project/company prior to the support and the status now. The results are presented in Figure 4.5. 
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Source: EKOS Survey, 2007.

It can be seen that, prior to support, the majority of projects were in the pre-start stage and following support, the majority have seed capital secured.

Not all of the respondents were able to answer the question as set out in the categories above, however, all were asked to indicate in general what progress they believe has been made since the support from LSBAS. This is detailed in Figure 4.6, from which it can be seen that 85% of the respondents believed that they had made good or excellent progress since the beginning of LSBAS support. This is extremely positive giving that some may have been supported for a relatively short period of time.

[image: image9.emf]35%

50%

10%

5%

0%

10%

20%

30%

40%

50%

60%

Excellent Good Neither/nor Very Little

Figure 4.6: Progress Made Since Support (2)


Source: EKOS Survey, 2007.

Qualitative Impacts

Chapter 5 sets out the economic impacts of the LSBAS support, however, there are a number of more qualitative impacts that are equally important to capture. In order to do so we asked the beneficiaries if they applied the advice that they received and what benefits have accrued from the assistance. We also asked the consultees what were their general views of the value and impact of the LSBAS assistance.

Of the 26 interviewed, 23 stated that they have applied/will apply the advice given by the LSBAS advisor. Two stated that they would not apply the advice and another one stated that it was too early to say. In general, this reflects a change in behaviour that has occurred as a result of the support. Of course, not all of these changes will necessarily result in outputs and impacts, but nonetheless a change in behaviour is a critical and necessary step to achieving those impacts. 

A number of other qualitative impacts were reported as detailed in Figure 4.7. 
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Some 63% of the respondents reported that the support had helped to increase their business skills, had given them greater confidence in the growth and survival of their company/project and increased their ability to meet their targets. In addition to this, almost half felt that their knowledge had been improved, with regards to both industry knowledge and where to get funding. Furthermore, 38% reported that LSBAS support had directly led to them raising finance and 29% reported that they now have an improved knowledge of the public sector support network, which is important given the breadth of different options open to them (as reported in Chapter 2).

All of the above contribute to the main objective of forming, developing and growing the life sciences companies in Scotland and therefore highlight the value of LSBAS beyond achieving quantitative impacts. 
The consultees were also asked what difference they believe LSBAS has made so far to the life sciences sector in Scotland. Overall, the response was very positive and all reported that they believed that LSBAS had made a difference, albeit the level of difference varied by consultee. 

It was reported that LSBAS has ensured that the pipeline of potential life sciences projects coming from Scotland are of a higher quality and are based on more robust and rigorous foundations. As a result, there is a strong belief that this has helped provide investors with confidence and without the support from LSBAS many of the projects would not have been considered by investors. Simply having an LSBAS advisor on board reduces the risk averse nature of the investors as many of the investors are aware that the advisors would not support a project that is likely to fail (they have their own reputation to protect). 

2.16 Strengths & Weaknesses

Finally, all of the beneficiaries and the consultees were asked what they believe to be the main strengths and weaknesses of LSBAS. The positive and negative responses regarding the individual advisors (in Section 4.1.8) have not been repeated fully here, but should also be considered in the context of the overall strengths and weaknesses.

Strengths

The strengths reported were generally seen as outweighing the weaknesses. These included:

· the advisors themselves, in particular:

· the high profile and the image that this projects;

· the business acumen they possess, including the experience they have of establishing and growing their own businesses;

· the credibility their involvement gives, particularly when dealing with investors

· their ability to help raise the essential investment;

· the corporate finance advice. All who have used this have commented on the value of the model;

· support was either free or for very low costs. If this was not the case, many of the projects/companies could not access due to the expense; 

· the provision of an independent assessment of life sciences projects and companies;

· the mentoring element helping to develop confidence within the supported projects/companies in moving forward;

· advisors challenge the universities to support projects with potential that may never have pushed forward, whilst providing a reality check to those projects that are not commercially viable;

· the increase in the number of advisors in moving from BBAS to LSBAS has introduced a degree of flexibility regarding the choice of advisors;

· the LSBAS management is generally very good at matching advisor to project;

· formal operational and monitoring procedures that have been introduced by the current project management have ensured greater transparency; and

· it is a unique support mechanism which differentiates Scotland from other regions in the UK, and having such a support mechanism creates a competitive advantage for the Scottish life sciences sector.  It was reported that support agencies outside Scotland value what LSBAS has done and it has been replicated in other areas.

Weaknesses

The key weaknesses reported were:

· the lack of profile raising and promotion of success stories (as detailed in Section 4.3);

· the time limit placed on the support which makes the support very process rather than project/needs driven;

· the lack of advice and expertise on the investment side. Perhaps it would be useful to bring a Venture Capitalist on board to advise the projects and companies what VCs are looking for;

· the lack of specialist legal advice (although given that an Account Manager can support legal costs where appropriate, this may reflect a lack of knowledge of the support provisions); and

· some of the advisors know each other well, but that is not true for them all, and a better relationship between them all would help when identifying who can fill in gaps in their own skillsets.

2.17 Summary

The face-to-face and telephone consultations with 24 stakeholders, and interviews with 26 beneficiaries, provided valuable qualitative feedback on LSBAS.

Awareness of LSBAS is typically generated through referral, primarily through the SE Network. This is a suitable mechanism that is likely to achieve an appropriate client base. However, more active promotion of good news stories may stimulate further engagement from those outwith the ‘support loop’. Overall, the profile of LSBAS is positive, although again, there may be scope to raise its profile, particularly within the academic community and among LEC Account Managers. 

The aims and rationale of LSBAS are clear and well understood by stakeholders and beneficiaries alike. The rationale remains as valid now as it did at the launch of the BBAS pilot in 2000, with the same skills issues and difficult funding environment prevailing.

Furthermore, LSBAS adds value to the suite of public sector support available to the life sciences sector. The advisors bring valued sectoral expertise and credibility and this is reflected in the high number of beneficiaries that acted on advisor advice. It is considered to fill a gap in the public sector support environment, and while there are some similarities with the High Growth Business Start-Up Unit, the sectoral knowledge creates a key point of differentiation. 

The key issue raised regarding gaps in LSBAS support was the time restrictions (the caps) placed on support. This was seen to be process-driven rather than needs-driven. 

The project management received very positive feedback, particularly concerning the clear operational structures, networking and dialogue with other support mechanisms and the appropriate matching of advisors and companies/projects.

There is a slightly different classification of need between the companies and the university/RI projects, although across the board the most commonly sought support is business development and financial advice. Advisors note that university/RI projects have a much lower level of commercial skills and this is also reflected in the higher take-up of corporate finance advice. Universities/RIs are also more likely to protect and exploit IP through licensing rather than creating spin-outs and this has sometimes led to a degree of tension with the advisors. However, on the whole, relationships are good and greater clarity of objectives at the outset may help to avoid these issues.

Most commonly, support extends to business planning and finance, and in general this includes project appraisal, steering through commercialisation, and strengthening the business case. The mentoring role played by the advisors is highly rated, as was the input of the Grant Thornton advisor. A few issues were raised regarding advisor suitability, and greater clarity of roles, models of support and time constraints at the outset would be helpful. However, overall, all the advisors skills and inputs received high satisfaction ratings and feedback.

This is reflected in the perceptions of progress made, with 85% of respondents believing that they have made excellent or good progress. The key qualitative benefits that have been reported include development of business skills, greater confidence in growth/survival/spin out and greater ability to meet any targets set.

Overall it is perceived that LSBAS has ensured a higher quality pipeline of life sciences projects and start-ups in Scotland.

Economic Impact Assessment

2.18 Introduction

A detailed economic impact assessment was conducted to assess the creation/retention of life sciences jobs at the national level.  This was based on an aggregation of impacts reported by the 26 projects/companies that responded to our survey.  

Although there were a total of 126 different projects/companies supported by LSBAS from June 2005 to September 2007, the 26 respondents actually represent 63% of all the time spent by the LSBAS advisors to date. This was a deliberate sample bias in order to achieve measures of impact; the longer the gap between the intervention and the evaluation, the more likely that impacts will have been generated. This is particularly true in life sciences where the time to market is particularly long.

2.18.1 Gross Impacts

Before reporting gross employment, sales and investment impacts, it is important to note that, as is usual practice, we have been strict with attributing gross impacts to LSBAS. First we asked respondents to consider the impacts in light of other support they have received (e.g. PoC) and estimate what proportion of the impacts was as a result of LSBAS and what proportion was a result of this other support. In addition, eight of the 26 respondents received support under BBAS (i.e. prior to June 2005), as well as LSBAS. Therefore, we calculated LSBAS support time as a proportion of total support time (LSBAS + BBAS) and applied this proportion to any reported impacts. 

Furthermore, it is important to note the issue of timing, both of the evaluation itself and the time for impacts to accrue. This evaluation is tasked with assessing impacts of support from June 2005 to September 2007. Many of the projects supported in this period of LSBAS may not yet have reached the stage of maturity where the true impacts are observable. This is to be expected in a sector where the time to market can be lengthy. Therefore we must acknowledge the realities of longer-term economic development interventions such as LSBAS.  As a result, it is important to be realistic about the kinds of impacts that can be identified as having been achieved. However, while it may be too early to measure final economic impact, we have been able to obtain estimates of expected future impact from the beneficiaries.

Therefore, for employment, sales and private investment we not only have figures for impacts that have already been achieved but those likely to be achieved in the future. 

Employment

The gross employment attributed to LSBAS support by the 26 respondents is reported in Table 5.1. To achieve a figure for all beneficiaries of LSBAS support, we have taken the figure reported by the 26 beneficiaries and grossed this up on the basis of time spent by the LSBAS advisor.

	Table 5.1: Gross Employment as Result of Support (FTEs): Scotland

	
	Survey Responses 
	All Beneficiaries

	Actual*

	Projects
	12.20
	18.12

	Companies
	5.84
	11.58

	Total
	18.04
	29.70

	Actual + Forecast**

	Projects
	63.10
	93.72

	Companies
	15.90
	31.53

	Total
	79.00
	125.25


Source: EKOS Survey, 2007.

The 26 respondents report a total of 18.04
 gross FTEs. When this is grossed up to account for the fact that these 26 account for only a proportion of total LSBAS advisor time, the figure reached for total gross jobs is 29.70 FTEs.

This generates a standard error of +/-14%.  When grossing up, this suggests that the total employment created/sustained as result of LSBAS support will lie in the range of 25.5-33.9 FTEs. In light of the size of the standard error caution should be exercised when interpreting the point estimates of grossed-up impacts.

When grossing up, total current plus future
, employment is estimated at 125.25 FTEs. As these are impacts from 24 beneficiaries from a total population of 26, the standard error that should be applied here is +/-14.18%.  When grossing up, this suggests that the total employment created/sustained as result of LSBAS will lie in the range of 107.7-142.8 FTEs.
Sales and Private Investment

Despite four companies/projects reporting that they believe the support has positively impacted on sales, none could put any figures to this. However, one company and one project supported were able to estimate the value of future sales that they believe they will generate as a result of LSBAS support. 

In addition, only two companies could attribute actual investment impacts and none of the companies could attribute future investment to the support. 

The reported impacts attributed to LSBAS support are £1.26m in new sales and £4.94m in additional private investment. 

	Table 5.2: Gross Sales and Private Investment as Result of Support: Scotland

	
	Sales
	Private Investment

	Actual

	Projects
	£0
	£4,939,652

	Companies
	£0
	£3,748

	Total
	£0
	£4,943,401

	Actual + Forecast

	Projects
	£534,698
	£4,939,652

	Companies
	£725,535
	£3,748

	Total
	£1,260,232
	£4,943,401


Source: EKOS Survey, 2007.

As noted in Section 3.3.1, the reported £4.9m of additional investment is not likely to be a true reflection of the investment and is likely to underestimate the investment secured as a result of LSBAS support. This is for two main reasons. First, only two companies reported investment impacts, yet 14 reported that jobs were created and/or sustained, as a result of LSBAS. Given that these projects/companies are at such an early stage, to create/sustain employment would necessarily involve investment. Secondly, we believe there is an element of self-presentation, in that respondents stated that investment secured was as a result of their own efforts, despite reporting that the support from LSBAS was invaluable in establishing the company, creating employment, introducing them to investors etc.

2.18.2 Gross to Net Benefits

To enable the conversion of gross impacts to net, adjustments have to made to account for additionality, displacement, leakage, substitution and multiplier effects at the Scottish level, in accordance with the SE Economic Impact Assessment Guidance Note, 2007.  The general approach is outlined below, with the detailed assumptions given on a project by project basis for the 26 beneficiaries following the information presented to EKOS at interview. 

Additionality

Of the 26 projects reviewed, 21 attributed impacts to LSBAS (be that actual impacts or future projected impacts).  Ten (48%) were assessed to be fully additional, i.e. without LSBAS support the project/business development undertaken would not have gone ahead in any form, at least within Scotland/EU.  For the remaining nine, partial additionality varied but on average was high given that many of the projects would not have gone ahead on the same scale or within the same timescale without LSBAS support. Also, the businesses and projects conceded themselves that the quality of support received through LSBAS was a critical factor in their likely future success. 

Displacement

Displacement arises when assisted beneficiaries inhibit the growth of others, as a consequence of the support provided.  It will vary across different spatial areas, reflecting the different degrees of competition and market opportunity. 

There are well-established assumptions covering the assessment of product and factor market displacement at the local and Scottish levels, for a range of different activities and sectors of the economy.  In practice this involves ascertaining the geographical spread of product markets served by beneficiaries, the nature and location of competitors, and details of where recruitment efforts have been focused.

Product market displacement was found to be minimal given that the majority of the competition for these innovative companies was at a global level and not from others based within Scotland.  With regard to factor market displacement, there was an element of Scottish level competition in securing staff with the relevant life sciences skills and expertise.  However, this was assessed as low. 

Leakage

Leakage was negligible given that the benefits derived from the LSBAS activities were being realised in Scotland, and accruing to Scottish residents.  

Substitution

Substitution refers to a situation where a firm substitutes one activity for a similar one to take advantage of public sector assistance, for example, using LSBAS support to substitute a subsidised employee for an existing unsubsidised worker. In general, substitution effects were negligible for all the 21 projects that provided impacts.  

Multipliers

Multiplier effects, were also taken into consideration, to allow for:

· supplier (indirect) effects: an increase in business activity will require the purchase of more supplies than would have otherwise been the case.  A proportion of this ‘knock-on’ effect will benefit suppliers in the local economy; and

· income (induced) effects: those employed directly or through supplier linkages will enjoy higher incomes than would have otherwise been the case.  A proportion of these increased incomes will be re-spent in the economy, generating business for local companies. 

At the Scottish level, Type II
 employment and output (i.e. sales) multipliers were taken from the latest Input-Output Tables, 2003 (published in December 2006). 

The Type II multiplier has been applied on a project by project/company-by-company basis. The multiplier is either that for medical and precision instruments or pharmaceuticals which are the two from the IO tables that are most closely matched with the activities of respondents.

	Table 5.3: National Multipliers for Life sciences

	
	Output Multiplier
	Employment Multiplier

	76: Medical & precision instruments
	1.4
	1.5

	43: Pharmaceuticals
	1.7
	2.3


Source: Input-Output Tables, 2003

It should be noted that the indirect and induced jobs are not necessarily life sciences jobs, but those that will arise through normal effects.  However, we do not know the detailed composition of such indirect and induced job effects.

2.18.3 Net Employment

Table 5.4 presents the net employment impact to date of the LSBAS service. Based on the sample of 26 the gross reported impacts of 14.81 FTEs equate to 18.71 FTEs when accounting for all of the above factors (additionality, displacement, leakage, substitution and multipliers). Grossing up to account for the fact that the surveyed beneficiary account for only 63% of total advisor time, the total net additional employment for LSBAS is 40.76 FTEs.
	Table 5.4: Summary of Gross and Net Employment Impacts (Actual)

	
	Sample of 26
	All Beneficiaries

	
	Gross
	Net
	Gross
	Net

	Projects
	12.20
	14.83
	18.12
	22.03

	Companies
	5.84
	9.45
	11.58
	18.73

	Total
	18.04
	24.28
	29.70
	40.76


Source: EKOS Survey, 2007.

For timing reasons, as noted above, the actual impacts are likely to be low and therefore respondents were asked to estimate likely future impacts. Accounting for these, the potential future net additional employment impacts (of the advisor support time from June 2005 to September 2005) are estimated to be 170.44 FTEs, (see Table 5.5).  

	Table 5.5: Summary of Gross and Net Employment Impacts (Actual + Forecast)

	
	Sample of 26
	All Beneficiaries

	
	Gross
	Net
	Gross
	Net

	Projects
	63.10
	81.12
	93.72
	120.49

	Companies
	15.90
	25.20
	31.53
	49.96

	Total
	79.00
	106.32
	125.25
	170.44


Source: EKOS Survey, 2007.

2.18.4 Cost Effectiveness and Value for Money

Based on an estimated expenditure to date of £470,000
 and anticipated actual expenditure of £630,000, the gross and net cost per job figures are presented in Tables 5.6 and 5.7.  Based on actual jobs created to date (using £470,000 spent to date):

· the cost per gross FTE = £15,825; and

· the cost per net additional FTE = £11,531.

This is reduced when we consider the potential cost per job if the projected future impacts are also achieved. Based on future plus actual job creation/retention (using £630,000 estimated total expenditure):

· the cost per gross FTE = £5,030; and

· the cost per net additional FTE = £3,696.

The cost per net additional job is estimated at:

· £11,531 currently; and

· £3,696 in the future (next three years).

The guidance provided by the West of Scotland Programme Complement suggests that the acceptable cost per net additional job for high technology companies is £12,000. Regarding actual cost per job, LSBAS has cost the public sector £11,531 in generating each net additional job, and this is reduced to £3,696 if the future impacts are accrued.  This implies that LSBAS has the potential to offer exceptional value for money with regard to public sector spend.  

	Table 5.6: Summary of Gross and Net Employment Impacts (Actual)

	
	Gross
	Net

	Jobs Created/Sustained
	29.70
	40.76

	Cost per job (£)*
	£15,825
	£11,531

	Cumulative GVA (£m)**
	£1.28m
	£1.76m


Source: EKOS Survey, 2007.

*Based on expenditure of £470,000.

** Based on GVA per employee of £43,242

	Table 5.7: Summary of Gross and Net Employment Impacts (Actual + Forecast)

	
	Gross
	Net

	Jobs Created/Sustained
	125.25
	170.44

	Cost per job (£)*
	£5,030
	£3,696

	Cumulative GVA (£m)**
	£5.42m
	£7.37m


Source: EKOS Survey, 2007.

*Based on expenditure of £630,000.

** Based on GVA per employee of £43,242

Such cost per job indicators are useful in making comparisons of the relative cost effectiveness of interventions, but it should be borne in mind that such comparisons are not always wholly valid.  For example, it ignores any variation in the quality of jobs created/sustained.  Thus we have also provided estimates of cost effectiveness in generating gross and net additional Gross Value Added (GVA) for LSBAS supported projects/companies.  

GVA is a simple but effective means of monitoring business performance and is included as one of the acceptable outputs for measuring the impact of business development projects.  To measure GVA we have used the GVA per employee figure for those employed within R&D (latest 2005) as outlined in the Scottish Annual Business Statistics. This is estimated to be £43,242.
Based on the figure for net additional employment, GVA is estimated to be:

· £1.76m net (actual); and 

· £7.37m net (actual + future).

The value for money assessment outlines the total public and private sector funding contributions to the Scheme and the associated leverage ratio.  As noted above, the public sector costs (i.e. cost of LSBAS support) incurred from June 2005 to September 2007 is estimated to be £470,000 and this is expected to rise to £630,000 to June 2008.  Therefore every £1m of GVA generated currently has cost the public sector £267,045. This would reduce to £85,481 if the estimated future impacts were achieved.  

2.19 Economic Impacts of Pilot, BBAS and LSBAS

One of the objectives of the study was to provide an accumulation of the quantitative results since BBAS was first implemented in October 2000. Table 5.8 shows the performance against the targets for the pilot, BBAs and LSBAS to date (September 2007).

Overall, the three programmes have supported 286 projects/companies, created 24 new start-up companies, generated £20.8m in private sector investment and created/sustained 187 FTEs. 

	Table 5.8: Performance of Pilot, BBAS and LSBAS

	
	Pilot 

(Oct 00-

May 02)
	BBAS

(June 02-

May 05)
	LSBAS 

(June 05-

Sep 07)
	Total

(Oct 00-

Sep 07)

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual

	Organisations assisted
	37
	46
	90
	114
	130
	126
	257
	286

	Start-Ups Created
	9
	10
	24
	12
	NA 
	2
	33
	24

	Investment in companies (£k)
	 NA
	0.5
	3.2
	15.4
	8.2
	4.9
	11.4
	20.8

	Net jobs created and retained
	85
	50
	184
	96
	60
	41
	329
	187


Source: EKOS (2001) Review of the West of Scotland Biotechnology Business Advisors Project, EKOS (2004) Interim Evaluation of Biotechnology Business Advisory Service and EKOS Survey, 2007.
As shown in Table 5.9, the targets for both organisations assisted and investment created are exceeded. The number of start-ups created is behind, although not dramatically so with 73% of the target achieved. However, at 57%, the net additional jobs created/sustained is behind target. However, there are a number of points to note:

· the issue of timing, as discussed throughout the report;

· if the anticipated future figure for jobs created/sustained is accounted for, then this target will be exceeded (see Table 5.10); 

· the job creation targets were set with the intended expenditure in mind, which was actually lower than expected for both BBAS and LSBAS; and

· the job creation target for the BBAS programme seems rather high at 184; based on intended project costs of £683,406, this suggests an intention to create/sustain per net additional job at a very low cost of £3,714.

	Table 5.9: Overall Performance on Key Indicators (Actual Only)        (Oct 00-Sep 07)

	
	Target
	Actual
	% achieved

	Organisations assisted
	257
	286
	111%

	Start-Ups Created
	33
	24
	73%

	Investment in companies (£k)
	11.4
	20.8
	182%

	Net jobs created and retained
	329
	187
	57%


Source: EKOS (2001) Review of the West of Scotland Biotechnology Business Advisors Project, EKOS (2004) Interim Evaluation of Biotechnology Business Advisory Service and EKOS Survey, 2007.
	Table 5.10: Job Creation Performance (Actual + LSBAS Forecasts)     (Oct 00-Sep 07)

	
	Target
	Actual + Forecast
	% achieved

	Organisations assisted
	257
	316
	123%


Source: EKOS (2001) Review of the West of Scotland Biotechnology Business Advisors Project, EKOS (2004) Interim Evaluation of Biotechnology Business Advisory Service and EKOS Survey, 2007.
Table 5.11 provides estimates of the average cost per net additional job created/sustained for each of the programmes when accounting for only actual employment created or sustained. It is clear that all offer very good value for money
, particularly if we also account for future anticipated employment impacts reported in this evaluation. On average the actual cost per net job stands at £7,738 and this decreases to £5,085 when accounting for future projected employment impacts.
	Table 5.11: Cost per Net Job (Actual Only) (Oct 00-Sep 07)

	
	Pilot
	BBAS
	LSBAS
	Average

	Job Created/Sustained
	50
	96
	41
	187

	Total Expenditure
	£305,400
	£671,581
	£470,000
	£1,446,981

	Cost per net additional job
	£6,108
	£6,996
	£11,463
	£7,738


Source: EKOS (2001) Review of the West of Scotland Biotechnology Business Advisors Project, EKOS (2004) Interim Evaluation of Biotechnology Business Advisory Service and EKOS Survey, 2007.

	Table 5.12: Cost per Net Job (Actual + LSBAS Forecasts) (Oct 00-Sep 07)

	
	Pilot
	BBAS
	LSBAS 
	Average

	Job Created/Sustained
	50
	96
	170
	316

	Total Expenditure
	£305,400
	£671,581
	£630,000
	£1,606,981

	Cost per net additional job
	£6,108
	£6,996
	£3,696
	£5,085


Source: EKOS (2001) Review of the West of Scotland Biotechnology Business Advisors Project, EKOS (2004) Interim Evaluation of Biotechnology Business Advisory Service and EKOS Survey, 2007.
Conclusions and Recommendations

2.20 Introduction

This chapter presents the main study conclusions and recommendations, organised around the study’s objectives – the provision of an assessment of the quantitative benefits and qualitative benefits of LSBAS.

2.21 Conclusions 

2.21.1 Quantitative Benefits

The LSBAS Product is assessed against both SE and ERDF performance targets. LSBAS has performed well against both sets of targets and, although behind target on some measures, this is largely a result of the timing, both of the evaluation itself and the time for impacts to accrue. This evaluation is tasked with assessing impacts of support from June 2005 to September 2007. Many of the projects supported in this period may not yet have reached the stage of maturity at which the true impacts would be observable. However, while it may be too early to measure actual economic impact, we have been able to obtain estimates of expected future impact from the beneficiaries and it is on this basis that we can conclude that the project has been very successful. 

SE Performance

Performance against the SE output targets is good, and with 126 supported to date, LSBAS is on course to assist 150 organisations. This equates to reaching 84% of the target in 28 of the 36 months (76%) completed. 

The target for net jobs created to date is 60 and with 40.76 jobs reported, 70% of the job creation target has been achieved. However, we note the timing issue here and therefore it is no surprise that this falls below the target. Furthermore, if we take account of the projected future impacts, the target for the lifetime of LSBAS of 75 FTEs will be exceeded by some margin (a total of 170 FTEs are reported to be in three years). 

It is difficult to state with any certainty the performance of the Product in terms of achieving additional private sector investment. On the basis of the company interviews, it has been estimated that £4.9m has been secured against a target for £10m. However, on the basis of data provided by LSBAS, this figure is estimated to be £17.3m. The former is likely to under-report the impacts for two main reasons. First, this figure has not been grossed up to reflect that we only spoke to a sample of beneficiaries
 and secondly, we believe there are some issues with self-presentation). However, the £17.9m over-reports the impacts as it does not take into account levels of attribution and additionality. Nonetheless, it is likely that the actual investment figure lies somewhere between this £17.3m and the £4.9m.

ERDF Performance

Again for ERDF, output performance is strong and while it is too early for impacts to have been achieved in full, estimates of future impacts show that the key indicators of job creation, sales and private sector leverage are likely to be achieved.

Gross and Net Economic Activity 

In reporting both gross and net employment impacts, it is important to note that, as is usual practice, in line with accepted good practice, we have been strict in the attribution of gross impacts to LSBAS. First we asked respondents to consider the impacts in light of the other support they have received (e.g. PoC) and to estimate the proportion of the impacts that could be attributed to LSBAS support and the proportion attributable to support. In addition, as eight of the 26 respondents received support under BBAS (i.e. prior to June 2005), as well as LSBAS, we calculated LSBAS support time as a proportion of total support time and applied this proportion to any reported impacts. 

On this basis, it is estimated that the actual jobs created by LSBAS are:

· 29.7 gross FTEs; and

· 40.76 net FTEs.

However, accounting for future anticipated impacts, this increases to:

· 125.25 gross FTEs; and

· 170.44 net FTEs.

It is notable that the net figures are higher than the gross figures. This is due to high levels of additionality, low levels of displacement and high multipliers.

Cost Effectiveness and Value for Money

Based on an estimated expenditure to date of £470,000
 and anticipated total project expenditure of £630,000, the gross and net cost per job figures are presented below.  Based on actual jobs created to date:

· the cost per gross FTE = £15,824; and

· the cost per net additional FTE = £11,531.

This is reduced when we consider the potential cost per job if the projected future impacts are also achieved. Based on future plus actual job creation/retention and total project expenditure of £630,000:

· the cost per gross FTE = £5,030; and

· the cost per net additional FTE = £3,696.

The guidance provided by the West of Scotland Programme Complement suggests that the acceptable cost per net additional job for high technology companies is £12,000. Regarding actual cost per job, LSBAS has cost the public sector £11,531 in generating each net additional job. However, as this would reduce to £3,696 if the expected future impacts are achieved, this would suggest that LSBAS has the potential to offer exceptional value for money with regard to public sector spend.

Although cost per job indicators are useful in making comparison of the relative cost effectiveness of interventions, it should be borne in mind that such comparisons are not always wholly valid.  For example, they ignore any variation in the quality of jobs created/sustained. Thus we have also provided estimates of cost effectiveness in generating gross and net additional Gross Value Added (GVA) for LSBAS supported projects/companies.  

GVA is a simple but effective means of monitoring business performance and is included as one of the acceptable outputs for measuring the impact of business development projects.  To measure GVA we have used the GVA per employee figure for those employed within R&D (latest 2005) as outlined in the Scottish Annual Business Statistics (£43,242).
Based on the figure for net additional employment, GVA is estimated to be:

· £1.76m net (actual); and 

· £7.37m net (actual + future).

The value for money assessment outlines the total public and private sector funding contributions to the Scheme and the associated leverage ratio.  

Therefore every £1m of GVA generated currently has cost the public sector £267,045. This would reduce to £85,481 if the estimated future impacts were achieved.  

Qualitative Feedback

Market Rationale

The aims and rationale of LSBAS are clear and well understood by stakeholders and beneficiaries alike. The key market failures that LSBAS is set up to address include:

· information failures: the lack of business development information and expertise to take the right course of action in order to successfully commercialise products in the life sciences sector;
· lack of appropriate skills and expertise: lack of business exposure, experience and acumen among academic and scientific staff; and
· the high risk and long-term returns leading to financial constraints as a result of:
· under-capitalisation;

· risk aversion on the part of the projects/companies; and

· risk aversion on the part of the investment community.

Both the consultations and the company/project survey reveal that the rationale remains as valid now as it did at the launch of the BBAS pilot in 2000, with the same skills issues and difficult funding environment prevailing.

Marketing and Awareness

Awareness of LSBAS is typically generated through referral, primarily through the SE Network and the Account Management System. This ensures the suitability of projects coming forward to LSBAS. This is a suitable mechanism as it is likely to result in only the most appropriate projects being put forward. 

Overall, the profile of LSBAS is positive, although there may be scope to raise its profile, particularly within the academic community and among LEC Account Managers. It was felt that LSBAS had not taken full advantage of the opportunities available to promote itself. There was a general consensus that LSBAS (and BBAS) is a success story and a lot more could be done to get that message across to LEC Account Managers and potential beneficiaries (the universities, RIs and companies). In particular, it was reported that this would help in securing further participation from the academics, who may be the most reluctant to accept external support. 

There was some who believed that LSBAS was not promoted to or fully understood by the LEC Account Managers. However, LSBAS do undertake training and information sessions with the Account Managers so perhaps this is more a reflection of staff turnover and/or the Account Managers having a large list of network Products to bear in mind when assisting companies. 

Fit, Cohesion and Added Value

LSBAS was seen to add value to the suite of public sector support available to the life sciences sector. The advisors bring valued sectoral expertise and credibility and this is reflected in the high level of action on advisor advice. It is considered to fill a gap in the public sector support environment, and while there are some similarities with the High Growth Business Start-Up Unit, the additional sectoral knowledge is a point of differentiation. 

Only a few gaps in LSBAS support were raised. These related to the need for specialist legal advice, the need for wider advisor specialisms (medical devices), and there was also a call to remove the cap on advisor support. Nonetheless, it was recognised that a cap on time ensures that the companies and projects use the advisor time effectively and efficiently.

Project Management

The project management received very positive feedback, particularly concerning the clear structure, networking and dialogue with other support mechanism and the appropriate matching of advisors and companies/projects. However, the time of the Project Manager is increasingly pressurised, and it was suggested that a dedicated administration resource would not only ease that pressure but also ensure the most effective use of the Project Managers time.

Grant Thornton

Overall feedback on the Grant Thornton support was extremely positive and the resource was seen as just as valuable in many respects as the LSBAS advisors themselves, and was complimentary to the advice and support given. The advisors time was in high demand, reflected by the fact that some companies were disappointed when they could not access the advice during the period when they were constrained and the financial secondee was not employed by LSBAS on a full-time basis. 

LSBAS Advisors

Most commonly, support extended to business planning and finance, and in general this includes project appraisal, steering through commercialisation, and strengthening the business case. The mentoring role played by the advisors is highly rated. 

Overall the support from the LSBAS was rated extremely highly. In particular, the advisors were praised for their business skills and their knowledge of the life sciences sector was seen as second to none, highlighting the need to maintain this high level of quality advisors. In the vast majority of cases, a high level of commitment to the project and excellent/good people skills was reported. 

Nonetheless, there was a suggestion by a small number of respondents that the advisor they received was not the most suitable, and one project was particularly unhappy with the “obvious” lack of interest in the project. However, this could be a reflection of resources and/or personality issues.  

Other criticisms to be addressed included: lack of clarity over the roles and responsibilities of each person involved (companies/projects, the advisor and the account manager); limited expertise in the medical devices area; and constraints on the time of advisors.

Despite such concerns, when asked to rate the overall quality of the support all who responded rated this as very good/good. Therefore, it is important that these criticisms are seen in the overall (positive) context.

Strengths & Weaknesses

The key strengths are generally seen as outweighing the weaknesses. These strengths included:

· the quality of the advisors themselves, in particular their business experience, expertise, profile and contacts;

· the availability of Grant Thornton and the financial modelling techniques used;

· the choice of advisors (nine advisors with different and complimentary skillsets);

· the fact that the support was either free or for very low costs. If this was not the case, many of the projects/companies could not access due to the expense; 

· it supports those projects, and only those projects, that are commercially viable;  and

· the LSBAS Project Manager, particularly with regard to matching advisor to projects/companies and with keeping in touch regularly with Account Managers and the management of other complementary support.

The key weaknesses reported were:

· the lack of profile raising and selling the success stories;

· the ‘cap’ placed on the support, which is process rather than needs driven;

· lack of specialist advice and expertise on the investment side; 

· lack of advisors with specialist knowledge of medical devices;

· lack of specialist legal advice; and

· lack of clarity of roles and procedures at the outset.

2.22 Recommendations

Based on the above conclusions and the views gathered in conducting the study, we have seven key recommendations for LSBAS. It is important to note that these are not major or extensive recommendations, largely because the recommendations of the previous BBAS review were implemented. Nonetheless there are some recommendations for consideration:

· Recommendation 1: based on the market failure rationale, the outputs and impacts achieved and the overwhelming positive feedback, it is strongly recommended that the LSBAS Product continues.

· Recommendation 2: LSBAS consider using good news stories as a means of marketing the LSBAS Product internally to Account Managers and also to the Universities and Research Institutes.

· Recommendation 3: the support from the financial secondee was seen as equally valuable to that of the advisors, therefore, it is recommended that this secondment continues on a full-time basis.

· Recommendation 4: at the outset of projects that the project/company, advisor and Account or Relationship Manager are clear of what is expected of them and their roles and responsibilities.

· Recommendation 5: that the number of advisors remains between 8 and 10. Therefore, it is not recommended to recruit additional advisors but to replace any that leave. It is further suggested (although difficult) to seek a replacement who has expertise in medical devices, and someone from the investment community.

· Recommendation 6: to ensure a more efficient use of the LSBAS Project Manager’s time, it is recommended that a dedicated administration person is recruited to the LSBAS team.

· Recommendation 7: that SE and the LSBAS team discuss the procedure regarding the application for further time beyond the cap placed on projects (18 days) and companies (15 days). It is suggested that this should be more streamlined to improve efficiency and ensure that client needs are met effectively.  

� Scottish Life Science Strategy: Achieving Critical Mass for Sustainable Growth, Scottish Executive 2005


� West of Scotland Objective 2, 2000-2006 Programme.


� Note that this is to September 2007.


� West of Scotland Objective 2, 2000-2006 Programme.


� Note: the ERDF Product life is 38 months rather than 36 motnhs.


� It is important to note that these are not gaps in LSBAS support, but gaps in the support network more generally.


� The FTEs are not round numbers because of the attribution applied to the reported jobs. The attribution has been calculated on a company-by-company/project-by-project basis and is based on other support received, be that other public support or under the previous BBAS programme.


� This is over the next three years.


� Type II employment multipliers measure the direct, indirect and induced employment impacts.


� June 2005-September 2007


� On the basis of the guidance provided by the West of Scotland Programme Complement, which suggests that the acceptable cost per net additional job for high technology companies is £12,000. 


� As only two beneficiaries reported impacts, this did not provide a reliable basis for grossing up.


� June 2005-September 2007





�The use of “development” twice is confusing.  Are the 72% talking about planning or development?
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