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1 INTRODUCTION

1.1 Background

In August 2005, BiGGAR Economics Ltd was appointed by Scottish Enterprise Borders (SE Borders) to undertake a full evaluation of the Ettrick Riverside Project, ‘the Project’.  The period to be evaluated is from March 2002 to August 2005, the ‘evaluation period’.  

The Project has involved refurbishment of a Grade A-listed building in the Riverside Industrial area of Selkirk in the Scottish Borders.  The site was purchased by SE Borders in 1993 and included the High Mill that is now known as Ettrick Riverside.  It consists of 7,400 sqm of floor space over five floors.  

The first phase of the refurbishment Project was completed in March 2002 and resulted in the conversion of the ground and first floors of the building into high quality office premises that provide hotdesking facilities, lettable space (office and light manufacturing units ranging from 12 sqm to 615 sqm), exhibition space, meeting/ training rooms, and business support services through the Business Gateway.  

As demand for space increased, a second phase involved the conversion of the second floor of the building and this was completed in March 2005.  SE Borders is proposing to carry out a third phase which will see the conversion of the third floor.  This is expected to commence in March 2006 with completion by November of that year.  

To date an estimated 4,450 sqm gross of accommodation has been refurbished comprising of 47 lettable units.  The refurbishment has been undertaken at a cost of £5.8 million and this has been funded by SE Borders (£4.5 million) and ERDF (£1.3 million) 
.  

The property facilities management and marketing was contracted to Ettrick Riverside Management, but since July 2005 the property has been managed by Colliers CRE, Scottish Enterprise National’s (SEN) main property managing agents.  
1.2 Objectives

The overall aim of this research is to prepare a full evaluation of the performance of the Project to date.  The results will be used to understand the impact of Ettrick Riverside on the Borders’ economy, inform the final ERDF claim for the first phase works and inform SE Borders decision-making in planning for future property projects.  The research will therefore:

· assess the success of the Project in meeting its objectives and targets;

· assess whether the original objectives remain valid or require any update;

· review the number, size and range of companies directly involved in the Project (historically and currently);

· measure the quantitative and qualitative impact of the Project (including direct effects attributable to the Project) against ERDF targets.  The impact assessment should include gross- and net-additional jobs created/ sustained, and net additional GDP created at both local and Scottish levels;

· assess additionality, displacement and multiplier effects;

· assess value for money of the overall Project, and comment on the cost-effectiveness of different components;

· assess the success of the Project in achieving desired outcomes for tenant companies and how it will continue to respond to their future needs; 
· assess any catalytic impact from the Project on the Selkirk Riverside area; and

· make recommendations in terms of future strategic direction and operational development in the area of property market failure.

The results of the research are reported in terms of outputs and results recorded in the ERDF Applications, identifying: 

· hectares of land provided;

· business space created (sqm);

· sqm of business space occupied after 18 months (Phase 2 only);

· sqm of business space occupied after 36 months (Phase 2 only); 

· SMEs assisted;

· gross new jobs created;

· gross new jobs created – women;

· gross new jobs created – disabled (Phase 2 only);

· gross jobs safeguarded (Phase 2 only); 

· gross new jobs in areas defined as most in need;

· gross sales generated (£m);

· net additional new jobs created; and

· net additional GDP created (£m).  
1.3 Methodology and Approach

The research was undertaken over the course of August-September 2005.  It involved a mix of desk based research of relevant strategies and policies and all project-level data that was provided by SE Borders.  

Consultations were undertaken with a number of people from organisations with a direct interest in the Project.  A full list of consultees is provided in Appendix A.  The purpose of these meetings was to gather views on the operation and delivery of the Project.  

In order to gather quantitative and qualitative information on the Project, face-to-face interviews were undertaken with tenant businesses about their experience of Ettrick Riverside.  The quantitative information also provided data on performance of these businesses that was used to analyse the economic impact of the Project and its overall value for money.  
1.4 Structure of the Report
The remainder of this report is structured as follows: 
· Chapter 2 provides a brief Context for the evaluation;

· Chapter 3 provides an assessment of the Operational Performance; 

· Chapter 4 reports on the findings of the business surveys in Business Feedback;

· Chapter 5 assesses the Economic Impact from the Project and overall value for money;

· Chapter 6 discusses the wider Qualitative Benefits from the Project; and 

· Chapter 7 makes some overall Conclusions and Recommendations for SE Borders.  
2 Context 

This section of the report provides a description of the Project, its objectives, strategic drivers for its development and the market failures it is responding to.  

2.1 Project Description

Ettrick Riverside was developed as a modern ‘business village’ providing state of the art office space for business start up and growing companies with an innovative recreational area for the building’s community, the tenant businesses.  

The main objective of the Project is to provide businesses with a stepped development approach that encourages them to start-up and develop as established growth-oriented businesses.  Therefore it aims to contribute to the growth and diversification of the regional economy, helping reduce the traditional reliance on declining sectors, and increasing employment in higher value-added activities.

The model provides access to business start-up and support services ‘in situ’ through the Business Gateway.  In doing so, the Project is developing start-up ventures and assisting those existing businesses with growth potential.  SE Borders’ letting policy reflects this and criteria stipulate that:  
· tenants must have an innovative approach to business;

· tenants are growth-oriented companies;

· tenants are working towards diversification;

· tenants should be looking to trade on an international basis; and 
· tenants must prove sound financial standing based on audited accounts/ and detailed business plans.  
Social economy organisations and/ or voluntary sector organisations are eligible for tenancy if they generate a proportion of their income form commercial activities and/ or have more that 50% of employees involved in the delivery of these activities.  

The suitability of prospective tenants is also discussed by the SE Borders Diversification Team
 to ensure that the criteria are adhered to and that the right mix of companies is occupying the lettable space.  It is acknowledged that while ideally tenants are sourced from companies that have growth potential, this is balanced by a need to maintain occupancy levels.  In this sense, some flexibility is required given prevailing market conditions in the region.  
2.2 Strategic Evaluation

The Structure Plan for the Scottish Borders provides a sustainable development strategy for the region.  Overall it promotes a primary hub in the central Borders area which includes Selkirk, and future development will be encouraged within this hub.  Policy E14 identifies the Riverside Site in Selkirk as a ‘strategic site priority’ and a multi-use approach (industrial, commercial, residential and recreational uses) will be encouraged at the 35 ha site.  Ettrick Riverside is located in this area.  

The 2003 Scottish Borders Regional Economic Strategy is built around four integrated strategic themes of people, place, business and communities.  Of relevance here are the ‘business’ and ‘place’ themes.  

Key priorities, inter alia, are noted as:

· attracting new business to the region;

· enabling companies to move into higher value-added activity;

· providing suitable business property; and

· facilitating the roll out and uptake of broadband. 

The themes directly contribute to the Growing Businesses, Global Connections and Skills and Learning themes of the national Smart Successful Scotland (SSS) strategy, the Scottish Enterprise ‘charter’.  Scottish Enterprise’s Operating Plan (2005-2008) reflects the aims and objectives of SSS and SE Borders is responsible for delivering SSS across the region and has a role to play in raising the region’s participation in the Edinburgh and North of England city regions.  

SE Borders’ long term priorities include ensuring that there is an adequate supply of buildings and development land to meet the requirements of the economy.  It is therefore committed to stimulating the property market, ensuring that the economy continues to diversify into new hi-tech areas, facilitating university linkages and fostering R&D spin-outs.  The operation of Ettrick Riverside also links well with the delivery of other SE Borders business support (discussed below).  
Operational activities will therefore concentrate on delivery of the Business Gateway, High Growth Start Ups, innovation and support to key sectors
, skills and training for work, stimulating exports and developing Scotland as a globally attractive location.  

Ettrick Riverside is fundamental to supporting these strategies.  By providing suitable premises in a central location, with access to appropriate infrastructure, the Project is fostering entrepreneurship, facilitating diversification, attracting new business and appropriate skills to support higher-value added activity to the region.  
2.3 Market Failure

Public sector intervention in response to market failure must generate development that would not otherwise take place.  Sources of market failure typically relate to:

· scenarios where the private sector is averse to risk – it considers an investment to be a risk against the potential return on investment from other alternative investments; 
· externalities – where the full benefit or return from the investment accrues to others as well as the investors;
· information deficiencies – where there is low awareness within the private sector of the full potential of an investment opportunity; and

· high barriers to entry – due to high levels of required investment, access to new markets may be high particularly when set against the uncertainty of any proceeds generated from a successful disposal of a development site.  
As mentioned above, SE Borders will respond to evidence of market failure that exists in the commercial and industrial property market and in relation to business start-up and growth services.  
2.3.1 Property Market

Previous research
 concluded that SE Borders’ intervention in the property market was required to prevent it from constraining the economic development of the region.  There is a shortage of appropriate development sites and traditionally the region has not been able to attract financial institutions and developers to deliver appropriate accommodation.

Ettrick Riverside has not crowded-out private sector investment since there was no such provision in the region and, as discussed later, it may have actually generated a market for private sector developers in the Selkirk Riverside area.  Subject to continuing demand, subsequent phases could result in tenants graduating from smaller units to ‘grow-on’ space either within Ettrick Riverside itself or in the immediate vicinity.  

Compounding the overall property constraint, emerging higher technology or high growth businesses are generally considered to be a high risk sector by private developers.  Many are SMEs with a limited trading history (and, therefore, limited banking covenants).  Developers prefer to focus on more established businesses with better covenants that can pay higher rental levels on longer leases.  There is, therefore, a need for public sector intervention in the property market to remove a constraint on the development of high-growth SMEs and those operating in technology sectors.  
2.3.2 Business Start-up and Growth

One measure of the economic performance of a region is the continued high level of creation of new and small firms in all sectors of the economy.  These businesses have a crucial role to play in sustaining a dynamic and competitive economy, and while most remain small, those that do grow rapidly provide the potential to become important players in the local and national economy.  These potential externalities provide a further justification for public sector intervention in the SME managed workspace market.

Ettrick Riverside with its provision of Business Gateway services onsite is also responding to market failures relating to information deficiencies and externalities.
3 OPERATIONAL PERFORMANCE

This chapter discusses the performance of the Project in relation to its objectives (targets) and outputs.  It also discusses inputs to the Project from public sector expenditure (gross cost) and the expenditure incurred by SE Borders. Prior to this a brief description on how Ettrick Riverside is delivered is provided.  

3.1 Delivery

The Project is managed by SE Borders with business growth services delivered by the Business Gateway (support and information services) and, where appropriate, SE Borders client and account managers.  This structure ensures that the economic development remit of the building is maintained.  

There are good links between the building per se and Skills, IIP and Export advisors based in SE Borders premises in Galashiels who operate out of Selkirk when services are required by tenants.  The presence of the Business Gateway also generates substantial non-tenant footfall from attendees of Business Gateway events. 
Systems are in place to ensure that SE Borders Diversification Team has what could be termed as a ‘first refusal’ on 2-3 units for incubation use.  This enables the Project to be one component in a range of business support measures available to potential High Growth Business Advisers.  Such tenants will be charged a flat rent for 6-12 months before their business advisor recommends progression within Ettrick Riverside or reverting to rent of a hotdesk facility.  

The Diversification Team is currently ‘client’ or ‘account’ managing 12 tenant companies.  We understand that some of these relocations from outwith the region would not have occurred without the quality of premises available at Ettrick Riverside.  

Up until July 2005, the management and marketing of the premises was sub-contracted to a consortium of local businesses that comprised the Ettrick Riverside Management Company.  Since then, Colliers CRE has assumed overall responsibility for the management as part of its central contract with SEn to manage its portfolio of properties.  

While the efficient management of services and facilities remains, the changeover has affected the overall marketing and promotion of Ettrick Riverside.  There are two aspects to this – the first relates to attracting tenants and ensuring occupancy levels are maintained.  Secondly, and given the Project objectives, there is a need to market the location and its integration to  services and economic development support.  We understand that although Colliers CRE is in the process of appointing a marketing post to attract tenants, SE Borders will need to maintain control over the second aspect and improve promotion to potential demand from Diversification Team Clients.

3.2 Outputs

Figure 3.1 below provides an overall summary of the actual physical outputs from the Project during the evaluation period - the number of available units compared to current occupancy levels.  It indicates a current occupancy rate of around 85%.  
Figure 3.1: Supply and Demand of Business Space within Ettrick Riverside
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Source: Ettrick Riverside Management
Table 3.1 below summarises target/ actual occupancy levels and the number of full time equivalent (fte) jobs in the 2004/05 period.  This indicates that in the most recent financial year of the evaluation period, the Project has performed above target.  

Table 3.1: Occupancy/ Job Creation, Targets vs. Performance 2004/2005
	
	04/05 Target
	As at 31st March 2005
	% of Target

	Number of Units Occupied
	21
	30
	142

	Number of Business Tenants
	18
	24
	133

	Number of ftes employed
	49
	123.3
	251


Source: Ettrick Riverside Management
Table 3.2 below summarises the occupancy and job creation statistics for the current financial year to date (1st April-31st July period).  The ‘proportion of target’ is based on the forecast annualised performance.  

The Project is expected to perform above target for 2005/06.

Table 3.2: Occupancy/ Job Creation, Targets vs. Performance 2005/06
	
	05/06 Target
	As at 31st July 2005
	Avg (year-to-date)
	% of Target

	Number of Units Occupied
	31
	37
	32.25
	104

	Number of Business Tenants
	24
	31
	26.5
	110

	Number of ftes employed
	79
	146.2
	140.45
	178


Source: Ettrick Riverside Management
At the time of the analysis, 37 out of 47 units were let, an occupancy level of 78%.  We understand that two new tenancies commenced on 1st October 2005, and a further two are under offer.  Assuming these materialise, occupancy rates would increase to around 85% as per Figure 3.1 above.    
Based on the number of enquiries for space, the Project is also performing well.  Table 3.3 below shows that in the most recent financial year, business enquiries were 29% above target.  Moreover, for the four months in 2005/06 for which data is available, 40% of the target had already been achieved.   Although the number of enquiries have in actuality dropped from 2002/2003, this can be put down to the fact that in that year, the first full year of operation, there was a greater amount of available space to be filled than in years subsequent.  
Table 3.3: Business Accommodation Enquiries
	
	 Target
	Achieved
	% of Target

	Pre April 2002
	-
	5
	-

	2002/2003
	-
	104
	-

	2003/2004
	-
	51
	-

	2004/2005
	49
	63
	129

	2005/2006 
	57
	23* 
	40.4


Source: Ettrick Riverside Management
Note: * denotes to 31st July 2005

Table 3.4 summarised the relative success of converting enquiries into actual leases.  This indicates that of the 63 actual enquiries in 2004/05, there were 12 new businesses, a conversion factor of 19%.  Similarly, 19% of enquiries are resulting in start-ups/ hotdesk use.  

Table 3.5 summarises performance for 2004/05.  

Table 3.4: Enquiries/ Conversions, Outputs vs. Targets, 2004/2005
	
	04/05 Target
	At 31st March 2005
	% of Target

	Business Accommodation Enquiries
	49
	63
	129

	New businesses
	5
	12
	240

	Of which - Borders relocations
	2
	3
	150

	Start-ups including hot-desks
	10
	12
	120

	Of which - Mobile projects
	2
	2
	100

	Scotland
	-
	1
	-

	Elsewhere
	-
	1
	-


Source: Ettrick Riverside Management
For 2005/06, there have been 8 new leases up to 31st July 2005.  No monitoring information was available on the category of these leases.  

3.3 Income and Expenditure

Table 3.6 below summarises the overall costs of the Project over the course of the evaluation period.  Overall net Project costs for the evaluation period have been estimated at £4.96 million.  This indicates that SE Borders has committed over £3.6 million to the development which has levered in an additional £1.28 million from ERDF sources.
Table 3.6: Ettrick Riverside – Actual Project Costs
	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	Total

	ERDF

	Phase 1 Development 
	36,995
	666,224
	339,780
	9,158
	41,908
	1,025
	-
	1,095,090

	Second Floor conversion 
	-
	-
	-
	-
	12,000
	160,000
	13,000
	185,000

	ERDF Sub Total
	36,995
	666,224
	339,780
	9,158
	53,908
	161,025
	13,000
	1,280,090

	Scottish Enterprise Borders (including ERDF contribution)

	Ettrick Mill WP/PW1047
	237,692
	1,711,604
	561,484
	120,414
	-
	-
	-
	2,631,194

	Ettrick Riverside Project Management WP1360 
	-
	2,504
	7,995
	-
	-
	-
	-
	10.499

	Ettrick Riverside Fitout and Contingency WP/PW1016
	-
	5,250
	341,267
	13,154
	-
	-
	-
	359,671

	Ettrick Mill Fitout General WP1265 
	-
	25,997
	232,795
	-
	-
	-
	-
	93,750

	Ettrick Riverside Unit 7 PW2093 
	-
	-
	-
	6,651
	122,948
	-
	-
	129,599

	Ettrick Riverside Fitouts Stage 2 PW 2095 
	-
	-
	-
	17,908
	23,852
	32,000
	-
	41,760

	Ettrick Riverside Unit 18 (additional funds) PW2062
	-
	-
	-
	22,600
	-
	-
	-
	22,600

	Misc
	-
	-
	-
	5,000
	1,474
	611
	-
	7,085

	Ettrick Riverside FI2 Gap Funding PW2154
	-
	-
	-
	-
	-
	95,469
	-
	95,469

	HI RURAL Ettrick Riverside Floor 2 PW2096
	-
	-
	-
	13,133
	765,035
	242,418
	-
	1,020,586

	Operating Costs
	
	
	
	
	320,000
	32,000
	
	352,000

	Gross Expenditure
	237,692
	1,745,335
	1,143,541
	198,860
	913,309
	338,498
	-
	4,961,255

	Business Gateway Costs
	-
	-
	-
	-
	-
	-
	-
	90,000

	SE Borders Subtotal (minus BG costs)
	-
	-
	-
	-
	-
	-
	-
	4,871,255

	SE Borders Subtotal (minus BG & ERDF funds)
	
	
	
	
	
	
	
	3,591,165

	Section 7 Ettrick Mill WP/PW1047
	-
	-
	-
	-
	-
	-
	-
	1,619,194

	Section 7 ER FI2 Gap Funding PW2154/ HI RURAL ER Floor 2 PW2096
	-
	-
	-
	-
	-
	-
	-
	340,563

	Total Section 7 Spend
	-
	-
	-
	-
	-
	-
	-
	1,959,757

	Total Public Sector Cost( minus section 7 spend)
	-
	-
	-
	-
	-
	-
	-
	3,001,498


Source: KMIS, ERDF Application, SE Borders
4 Business FEEDBACK

This section discusses the main issues emerging from the tenant business surveys.  
4.1 Survey Population and Sample

Ettrick Riverside Management provided contact details for 31 tenants (including two hot-desk tenants).  30 tenants were sent a letter from SE Borders inviting them to participate in the face-to-face interviews.  One tenant was contacted directly by the appropriate SE Borders account manager.  

Each tenant was then contacted to arrange an appointment.  A voicemail message was left with those tenants who were unavailable and if messages were not returned they were contacted a second-time.  

22 surveys were completed.  The remaining nine were contacted twice and either said they were not available to take part, or could not be contacted.  We also attempted to contact the few firms that had been tenants of Ettrick Riverside but had either moved on to other premises or had ceased trading.  This represents a response rate of 71%.  

A copy of the survey is provided in Appendix B.  

4.2 Confidence

The level of confidence that a survey sample accurately represents its wider population depends on three factors:

· the absolute size of the survey sample;

· the percentage response to particular questions – for example in a question with two answers, there will be less margin for error where one answer receives 90% of responses than where it receives 50% of responses; and

· the absolute size of the survey population (a factor in populations of fewer than 1,000).

In this survey, a 71% response rate means that:

· for questions where an answer option received 50%, we can be 95% confident that the actual response among the full tenant population lies between 38% and 52%; and

· for questions where an answer option received 90%, we can be 95% confident that the actual response among the full tenant population lies between 83% and 97%.

In this sense, the responses to the questions reported below are based on those tenants that actually answered the question but from the above, we have not grossed up the results of questions as this could be misleading.  
However, in reporting the economic impact in chapter five, the answers given by respondents are grossed up so that the impact from Ettrick Riverside as a whole is accounted for.   
4.3 Status 

Figure 4.1 below indicates that the surveyed tenants operate within a wide range of industrial sectors.

Figure 4.1: Sectoral Profile of Respondents
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Source: BiGGAR Economics

· 14 (64% of respondents) were Limited Companies; 

· four (18%) were sole traders; 

· two (9%) were charities; 

· one (4.5%) was a partnership; and 

· one (4.5%) a public sector company.   

4.3.1 Entry to Ettrick Riverside 
· 2002 - six (27%);

· 2003 – three (14%);

· 2004 – nine (41%); and

· 2005 – four (18%).  

4.3.2 Turnover & Employment

Figure 4.2 below summarises the turnover of the 16 out of 22 respondents who responded to this question.  

Currently, over 30% of responding tenants have turnover in excess of £800,000.  Most respondents have turnover of up to £50,000.  

Figure 4.3 indicates turnover of the 11 (out of 22) responding companies upon entry to Ettrick Riverside.  

A comparison suggests that there has been an improvement in the proportion of tenants generating sales in excess of £800,000 per annum.  

Figure 4.2: Current Turnover of Respondents
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Source: BiGGAR Economics

Figure 4.3: Turnover of Respondents on entry to Ettrick Riverside
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Source: BiGGAR Economics
· 15 (68%) of respondents operate in the Borders market; 

· 2 (9%) also operate in the South Scotland/ North of England market; 

· 13 (59%) also operate in Scottish markets; 

· 11 (50%) also operate in UK market; and 
· 7 (32%) export overseas.  

Figure 4.4 below summarises the size of firms in terms of fte employment currently and upon entry to Ettrick Riverside.  This confirms that businesses employing up to 1.5 ftes were the predominant firm size among our respondents.
Figure 4.4: Firm Size by Number of FTEs 
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Source: BiGGAR Economics

None of the firms employ unskilled employees, indicative of the type of businesses operating from Ettrick Riverside.  

All 22 respondents answered the question on where employees live.  17 of the 22 (77%) respondents reported that all of their employees live within the Scottish Borders.  
Of the remaining five firms, an estimated 69% of employees live in the region.  
4.4 Marketing 

Tenants were asked how they originally heard about Ettrick Riverside.  Responses include: 

· 6 (30%) – local media;

· 4 (20%) – word-of-mouth;

· 4 (20%) – other;

· 3 (15%) – Scottish Enterprise Borders; 

· 2 (10%) – Business Gateway; and

· 1 (5%) – Advertising/ Marketing.

‘Other’ responses included internet, consultants’ recommendation, and a company’s own research.  

Prior to locating in the building, 50% of respondents were relocations from within the Borders.  15% were start-ups.  

Figure 4.5: Location prior to moving to Ettrick Riverside
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Source: BiGGAR Economics
If respondents had relocated, they were asked to state their motivations for leaving their previous premises.  Of the 19 firms who relocated:

· 9 firms (47%) indicated that their previous premises were not fit for purpose;

· 4 (18%) indicated that additional space was required; 

· 3 (16%) reported quality of life/ lifestyle reasons to relocate; and a number of ‘other’ reasons included: 

· opportunity to operate in proximity to other textiles businesses;

· branch location; and 

· need for ‘commercial’ address. 

Tenants were then asked about to specify the attributes of Ettrick Riverside.  The five most common responses were:

· met space requirements – 45%;

· fit for purpose – 55%;

· quality of on-site services facilities – 45%;

· quality of building – 45%; and

· broadband/ ICT – 50%.

Other factors include: 

· quality of units (23%); 

· flexibility of leases (9%); 

· affordability (32%); 

· image/ profile of building (36%); 

· better access to buyers/ suppliers (32%); 

· better access to staff (9%); 

· co-location with other SMEs (14%); and 

· access to Business Gateway (9%).

Other attributes include 24 hour access, hotdesking, training facilities, atmosphere – business environment, and that it is the only suitable premises in South East Scotland.  
86% of responding tenants reported that the Project has delivered against their original expectations, and 77% reported that procedures for signing the lease and entry to the building were ‘very efficient’.  

4.5 Facilities and Management

Figure 4.6 below summarises those facilities used by tenants.  Over 80% of tenants surveyed use the catering facilities.  

Figure 4.6: Facilities Used
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Source: BiGGAR Economics
Tenants were asked to state their perception of the quality of facilities on offer.  10 tenants commented on the conference/ seminar rooms, with all but one rating them ‘very good’.  Four additional comments were received including ‘superb’ and ‘incredible quality’, indicative of the standard of these facilities and the value the tenants place on them.

17 tenants commented on the quality of the training/ meeting rooms with all stating their satisfaction rating them ‘very good’.  Additional comments included ‘first class’.  Based on actual utilisation of meeting rooms in the 2002-2004 period, the facilities are accommodating an average of 92 meeting room uses per month.  
Tenants’ perceptions of the cafeteria facilities were more mixed.  All 22 tenants provided comments as follows:

· 10 (45%) rated them ‘very good’;

· 5 (23%) rated them as ‘reasonable’; and

· 7 (32%) rated them as ‘not good’.

In terms of catering service, seven tenants commented with four regarding it as ‘very good’ and three as ‘reasonable’.
17 tenants commented on the reception and administration services, with 16 describing them as ‘very good’.  

20 of the tenants commented on how any requests/ issues were dealt with.  50% indicated that the response as ‘very good’, with six (30%) indicating it as ‘not good’.  Of these, comments were noted as:

· not clear who to go to for bigger issues;

· requests on the canteen facilities not taken seriously;

· quality of response has suffered since management moved offsite;

· the culture has changed to an ‘us and them relationship’ rather than the previous good relationship; and

· Ettrick Riverside Management was initially very good but the quality deteriorated.  There is a perception that Colliers are not as involved with tenants and their response can be too slow (eg fixing the franking machine).  
16 of the tenants surveyed commented on lease negotiations and renewals.  Six (38%) described the process as ‘very good’, while 7 (44%) considered that it was ‘not good’.  Of these, comments included:  

· credit from previous agents not allowed under new agents;

· quite rigid, e.g. tied into contract until August 2006; 

· insisted on seeing companies’ accounts – not clear why; 

· trying to renew lease, letting agent has not picked up on this; and

· some inflexibility on solving a tenant’s problems, mainly in relation to self-catering/ cafeteria facilities.  
12 tenants responded to questions on how the building is marketed.  Five of these described it as ‘very good’, and five as ‘not very good’.  

16 tenants responded to questions on the extent to which Ettrick Riverside management stimulates cooperation and networking between tenants (as opposed to tenants undertaking networking themselves – see section 4.8).  50% described it as ‘not good’, with only three (19%) describing it as ‘very good’.  Comments were noted as: 

· tried a tenant’s forum but didn’t work;

· more could be done to facilitate links with Lyle & Scott; 

· embargo on canteen does not facilitate informal networking - twice yearly events could work;

· there is now greater likelihood of stimulating, cliques – more difficult to get to know people;

· when only partially developed there was greater networking activity, now that the Project is being fully developed there is none; and

· perception exists that there are now less opportunities for mingling in the canteen.  
4.6 Business Gateway
10 respondents have used the Business Gateway service located in Ettrick Riverside and eight have not.  
Seven respondents had used the Business Gateway service before locating to Ettrick Riverside and 10 respondents have never used Business Gateway services.  All previous users of Gateway services continue to use the service provided at Ettrick Riverside.  
The nature of support received varies:

· business courses;

· grant assistance;

· data from library/ information services;

· infrequent use – most companies using Business Gateway services do so ‘once or twice a year’ although some would like to use it more.  
Nine (90%) of companies that indicated that they are currently using the Business Gateway in Ettrick Riverside confirm that this is because they are located in Ettrick Riverside.  This suggests that there is an association between increased access of Business Gateway and its location in Ettrick Riverside.  

Of the one company that did not associate increased frequency of use to being located in the same premises, the owner manager reported that they would always use Business Gateway support regardless of location.  
Other comments reported by respondents were:
· rate the quality of services rather than the quality of the advice/ advisor;

· have met business advisor 2-3 times and use library and database services frequently; and 
· local market intelligence; 

4.7 Scottish Enterprise Borders

12 tenants reported contact with SE Borders since being located at Ettrick Riverside, with seven reporting no contact.  

Nine tenants stated they had contact with SE Borders prior to locating to Ettrick Riverside, while seven said they had never had contact.  All previous users of SE Borders services have retained contact since moving to Ettrick Riverside.  
Tenants were asked to comment on the nature of contact/ support (which in some instance included the sale of services).  

The nature of contact/ support included: 

· grant funding towards a human resources review;

· excellent advice on property/ premises; 

· contractor to SE Borders – health and safety, business services, Skillseekers, Modern Apprenticeships;  

· regular contact from High Growth Adviser;

· advice and support from Cluster Team; 

· advice and support from Client Manager

· information on textiles, presentations, export trips – rated as ‘very good’;
· website access – good information on presentations, export trips, education/ skills; 

· IIP support; 
· advice on company’s development plan, management/ leadership, which will lead to training courses; 

As could be expected, there is less of a correlation between increased contact with SE Borders directly and being located in Ettrick Riverside.  Only three of the 12 companies that have had contact since being in the building indicated that co-location had increased the likelihood of contact.  
4.8 Business to Business Links

Companies were asked about their ability to network with other tenant companies (as distinct from networking facilitated by the building’s management in 4.5 above).  16 tenants (73%) stated they had developed ‘business-to-business’ links with other tenants, and as a direct result of co-locating.  Tenants were asked to estimate the numbers of such links, and on average 4.6 links with other tenants have been made.  

These included: 
· eight companies (36%) indicated that the contact had led to an average of 3.5 sales lead conversions.  These sales leads ranged in value from £500 to £7,500; 

· 10 companies (45%) reported that the contact resulted in new suppliers, with one company reporting a contract worth £1,200 per year; 

· internal marketing opportunities to other tenants; 

· collaboration on health and safety; 

· software programme under development by two tenants; 

· collaboration on a common client, 
· referrals to other businesses; and 

· signposting to the Business Gateway resource.  

4.9 Future Outlook

· 8 firms (36%) stated they have already progressed from a smaller unit to a larger one within the building; 

· 17 firms (77%) stated they expect to increase turnover within the next five years.  

· 2 firms (8%) estimate increased employment over the next five years; and

· 8 firms (36%) expect to have to move into larger premises within the next five years.  

13 firms (59%) stated that if they required larger premises, they would prefer to move to premises within Ettrick Riverside.  Additional information provided included:

· a company operating in the electronics sector would commit to Ettrick Riverside if a decision is made to remain in the Scottish Borders;

· would prefer to remain in Ettrick Riverside if it remains a cost-effective lease;

· would prefer larger premises closer to the café facilities providing easy access for its clients; 

Four firms indicated they could move on to premises elsewhere in the Central Borders (and preferably Selkirk) if they required larger premises in future.  Reasons are noted as:

· may require own frontage to attract passing trade;

· require a better quality of internet connection to maintain and enhance business; 
· cost/ flexibility of space – company has had to take on more office space than it needs as a result of accommodating capital equipment; 

· diversifying business and need new space to deliver services that could not be accommodated at Ettrick Riverside; 

· head office decision to relocate all organisation’s activities to a single location elsewhere in Selkirk Riverside.  
4.10 Wider Benefits

Tenants were asked a series of ‘catch-all’ questions on the Project.  Comments on these wider benefits are summarised below:
· Ettrick Riverside is excellently located in the Central Borders - easily accessible from all main settlements; location particularly important for companies operating in the textiles sector, and proximity to manufacturers, A7 and local graduates;
· its location ensures better access to skilled labour, particularly IT skills;

· Selkirk is an important business location in the Borders - Ettrick/ Selkirk Riverside area should be actively promoted as such; 
· Ettrick Riverside is a catalyst for other business activity in the immediate vicinity.  The area is now offers a real alternative to developers and investors; 

· tenants perceive a benefit from being associated with such a ‘flagship’ project’; 

· pleasant location for staff to work in - businesses note a ‘feel good’ factor from employees working in the building; 

· quality of life important for owner managers and employees – Ettrick Riverside is conducive to enhancing this; 

· as a result of operating from these premises, companies can now attract and recruit young graduates and raise their expectations of working in the Borders; 

· facilities have provided the first opportunity for the whole organisation to come together on a regular basis; 

· social interaction among individual owner managers is vital for growth and development of these micro-businesses – owner managers report a benefit in sharing ideas and experience as well as premises; 

· reliable IT links are crucial to the company being located in Ettrick Riverside; 

· anticipated benefit from the quality of premises offered by Ettrick Riverside coinciding with the implementation of the Borders’ Railway, and the anticipated take-up from inward locators; 
· business visitors coming into the building are impressed and this results in improved perceptions of the client company, credibility being enhanced and contracts being awarded;

· ‘front of house’ staff is highly regarded by tenants and represent an excellent ‘buffer’ between a company and visitors. 
4.11 Gaps in Provision

Overall there is a prevailing view that while Phase 1 of the Project (ground and first floors) has worked well, the development of the second floor and the resulting increase in companies and their employees has changed the ‘feel’ of the place.  

A common area of concern to most tenants relates to the provision of café facilities.  During Phase 1, there were refreshment facilities available to tenants free of charge.  This resulted in a high level of interaction amongst tenants and users of the building.  
The implementation of Phase 2 has seen an outside contractor providing catering/ refreshment services in a café located on the second floor, next to the units occupied by Lyle & Scott.  This meant that the previous provision was withdrawn and tenants could not access facilities on an ad hoc basis.  This has resulted in less contact amongst tenants while the current café is also perceived as a canteen for Lyle & Scott employees.  As a result, tenants report that that they are now less inclined to meet each other or clients in this environment compared to previously.  
Another common concern relates to overall marketing, and in particular signage.  There are two points.  The first relates to adequate signposting to Ettrick Riverside from the Selkirk Riverside ‘Gateway’; and then signage indicating entrance to the building itself, complete with logos/ brands of tenant companies.  

The second is a view that companies cannot actively promote their presence in the building, and that the existing SEN banners are not relevant.  While there may be a concern regarding EU funding and listed-building status, an opportunity to promote the area to passing trade is being missed in the absence of the promotion of some high profile brands that are associated with Ettrick Riverside and Selkirk - for example the BBC and/ or Lyle & Scott.  Some tenants reported that they were led to believe they would be able to introduce their own branded signage.  

Other issues are noted as:

· following on from the café issues above, the dynamic of Ettrick Riverside has changed since Lyle & Scott became tenants.  Prior to this it was perceived that there were greater opportunities for business-to-business networking;

· poor facilities for disabled people – lack of thought in designing toilet facilities and accessing vending machines; 

· one business noted that it relies on the quality of the internet connection and independent access to bandwidth.  This is considered too slow.  It has tried to sort this out with building managers unsuccessfully, and will be relocating to South or East of Scotland; 

· management does not communicate any operational changes to tenants – need a conduit for this;

· potential shortage of car parking in future as subsequent phases are implemented; 

· some insensitivity in relocating competitors to Ettrick Riverside despite assurances to the contrary. 

4.12 Suggested Improvements

· ‘brew room’ with kettle etc on ground floor; 

· washing areas for cups, fridge and water facilities rather than using toilet facilities; 

· air conditioning, particularly in West-side of building;

· marketing/ PR material needs updating; 

· access to showering facilities; 

· better storage for tenants; 

· location of managing agents ‘onsite’; 

· plasma screen marketing in foyer area;

· flexibility to use signs or ‘branded window blinds’ to promote presence at Ettrick Riverside; 

· greater emphasis on linking tenants such as Lyle & Scott and the BBC to other tenant businesses; Internal website or intranet would benefit; 

· relocate catering facilities to ground floor so they are not adjacent to Lyle & Scott units; 

· more up-to-date telecoms apparel – hands free sets should be standard; and 

· bike shelter.  
5 Economic Impact Analysis 

This chapter provides estimates of the quantitative impact, in employment and turnover terms, derived from tenants’ activities during the evaluation period.

5.1 Assumptions

The economic impact analysis takes account of the following factors:

· additionality – the extent to which the Project would go ahead without public sector intervention.  A fully additional project is one that would not go ahead at all without intervention;

· displacement – it is possible that some of the economic activity associated with the Project could be at the expense of existing economic activity elsewhere in the economy; and
· income and supplier multiplier – the impacts generated by the project will also benefit suppliers to businesses benefiting directly (the supplier or indirect multiplier effect) and the economy will also benefit as a result of employees spending their wages (the income or induced multiplier effect).
The economic impact analysis reports three impacts.  Firstly, gross impacts (gross jobs created within the Ettrick Riverside Building) are calculated.  Net impacts are calculated through taking account of displacement and multipliers;

The economic impact analysis also considers net impacts attributable to the Ettrick Riverside Building.  Additionality, elicited through asking the proportion of turnover attributable to occupancy of Ettrick Riverside, was taken into account 
Table 5.1 below summarises the key assumptions and sources used in calculating the economic impact generated from Ettrick Riverside.
Table 5.1: Economic Impact – Key Assumptions
	Assumption
	Source

	Additionality
	Completed Surveys

	Displacement
	BE Assumption based on Completed Surveys

	Supplier Multiplier
	BE Assumption based on Completed Surveys

	Income Multiplier
	BE Assumption based on Scottish Public Pensions Agency Relocation Study for SE Borders & Scottish Borders Council


Source: BiGGAR Economics

Application of these assumptions to the gross impacts provides estimates of net employment and turnover impacts at the Scottish Borders and Scotland level.  Total SE Borders expenditure (outlined in Chapter 3) is then applied to estimate value for money.

5.2 Gross Impacts

5.2.1 Employment

The average number of fte employees per firm surveyed was 3.1 ftes.  This excluded Lyle & Scott.  Because they employ 50 ftes, including them would distort the overall average.  

A grossed-up figure of 149 ftes was arrived at through multiplying the 3.1 by 31 (i.e. the number of firms excluding Lyle & Scott).  Lyle & Scott’s 50 ftes, two receptionists, one building supervisor and one catering employee were then added.  This figure includes two hot-desks that according to the database were currently being utilised.  The estimated number of employees in the building is summarised in Table 5.2 below.  The gross jobs created therefore are simply the number of people working in the building currently.
The table also indicates the gross jobs created for women.  ERDF criteria include jobs created for disabled people and jobs safeguarded (for Phase 2). To date no jobs have been created for disabled people and an estimated 21 jobs safeguarded.  48 jobs in areas defined as most in need were calculated.  This was figure was arrived through asking where the employees reside, and then summing all those individuals living within these areas.  The areas defined as most in need as far as we’re concerned are Hawick and Selkirk (two of the five within the South of Scotland European Partnership).  
Table 5.2: Gross Impacts - Employment

	Average number of ftes per firm surveyed (exc. Lyle & Scott)
	3.1

	Gross-up factor
	31

	= total ftes within Ettrick Riverside (exc. Lyle & Scott)
	95

	Ftes employed by Lyle & Scott
	50

	2 x receptionist, 1 x building supervisor, 1 x catering employee
	4

	= total ftes within Ettrick Riverside (gross new jobs coming forward)
	149

	Gross new jobs created – women
	74

	Gross new jobs created – disabled 
	-

	Gross jobs safeguarded 
	21

	Gross new jobs in areas defined as most in need
	48


Source: BiGGAR Economics

Table 5.3 below estimates the employment density of Ettrick Riverside.  To date around 4,400 sqm (gross) of space has been refurbished.  Based on our estimates of fte jobs, this equates to a Project employment density of just over 1 fte per 30 sqm, which is similar to guidance provided by English Partnerships
 for small business units (1 fte per 32 sqm).  
ERDF criteria also include ‘sqm of business space occupied after 18 months and 36 months’ (Phase 2 only).  As phase two was only implemented in the current financial year, performance against these indicators cannot be reported at this stage.  
However, based on actual performance to date, we estimate the following sqm occupancy at 18 months and 36 months.  
Table 5.3: Employment Density Estimate, Occupancy Projections
	Current space within Ettrick Riverside (sqm)
	4,400

	= employment density (sqm per fte)
	30.3

	English Partnerships; Employment Densities: A Full Guide  - Small Business Units (sqm per fte)
	32

	Sqm of business space created (net)
	2,852

	Sqm of business space occupied after 18 months (net)
	1,211

	Sqm of business space occupied after 36 months (net)
	1,850


Source: BiGGAR Economics

5.2.2 Turnover

The average turnover of the surveyed tenants excluding Lyle and Scott was estimated to be £376,467.  Given the size of Lyle & Scott in comparison to other tenants, its turnover figure was excluded from the gross-up calculation and simply added on the basis that it would distort the figures.  The turnover figure for all Ettrick Riverside tenants was estimated to be £27,657,087.  
5.2.3 Construction Impact

As Table 3.6 summarises, around £4.6 million (excluding Business Gateway costs) has been spent on refurbishment of the Ettrick Riverside Building.  Given a construction spend of £536,123, this supports 9 ftes.  
5.3 Net Impacts

5.3.1 Employment

The 149 ftes currently within the building is our grossed-up figure.  This is converted into net impacts by taking account of displacement and multipliers.

The level of displacement applied has been estimated by asking firms if they had experienced a turnover increase since occupying the premises and to what extent this would have been taken by competitors if they had not located to the building (ranging from 5% to 100% at the Scottish Borders level and 50% - 100% at the Scotland level).  
The employment impact after taking account of displacement was 100 ftes at the Scottish Borders level and 61 ftes at the Scotland level.
Based on the companies that reported spending a proportion of their turnover on bought in goods and services, and where these were purchased (e.g. Scottish Borders or Scotland) a Project-specific supplier (or indirect) multiplier was calculated for each individual company.  At the Scottish Borders level this was calculated to be 1.06, while at the Scotland level this was calculated to be 1.04.
The income (induced) multiplier used has been based on the multipliers used in a previous study we undertook on the relocation of the Scottish Public Pensions Agency for SE Borders.  Based on staff surveys this equated to 1.55 at the Scottish Borders level and 1.95 at the Scotland level.

After taking account of displacement and multipliers the net impact is:

· 166 ftes in Scottish Borders; and
· 123 ftes in Scotland. 

5.3.2 Turnover

The gross turnover of tenants was estimated to be £27,657,087.  The same displacement and supplier and income multiplier assumptions used in to estimate net employment impact were used in calculating the net turnover impact.  After taking account of displacement, the turnover impact was estimated to be £18,582,105 at the Scottish Borders level and £11,322,120 at the Scotland level.  
After taking account of supplier and income multipliers, the net impact at the Scottish Borders and Scotland level is estimated to be:

· £30,811,797 at the Scottish Borders level; and

· £22,936,818 at the Scotland level.

This represents sales per £1,000 of public sector spend of £8,092 and £6,024 respectively at the regional and Scottish levels.  

SEN’s ‘Measuring Gross Value Added and the Impact of Activities’ notes that between 1998 and 2002 the average ratio across all industries of turnover (sales) to gross value added was 2.8 to 1.  Using this ratio, the turnover figures reported above comprises a GVA impact of: 

· £11,004,213 at the Scottish Borders level; 
· £8,191,721 at the Scotland level. 
5.3.3 Construction Impact
The gross construction impact was calculated to be 9 ftes.  Taking into account leakage and multipliers, the net construction impact is 8 ftes at the Borders level.  
5.4 Additional Impacts Attributable to the Building

Firms were also asked to state if any of their turnover or employment increase was strictly attributable to their occupancy of the Ettrick Riverside building.  These differ from new jobs as they are new but attributable to the building itself.  These are not additional to the new jobs created reported above, they are simply a component of them.  As would be expected the scale of this impact is very small.
Using the same assumptions as previously, two tenants reported that a proportion of their employment increase was attributable to being in the Ettrick Riverside building - the net additional impacts attributable to the building could be as follows:

· 1.6 ftes in Scottish Borders; and

· 1.7 ftes in Scotland.

In terms of turnover, and accounting for additionality, four tenants reported that a proportion of their increase in turnover was attributable to their occupancy of Ettrick Riverside.  This additionality ranged from 10% to 33% and the net additional impacts attributable to the building could be as follows:
· £209,885 in Scottish Borders; and

· £171,588 in Scotland

5.5 Value for Money

As noted in Chapter 3 of this report, the total cost to date to the public sector of Ettrick Riverside (excluding Business Gateway and Section 7 costs) was estimated at £2.9 million.  Using this, Table 5.4 below summarises the cost per gross job given the estimate of current employment and the cost per net job at the Scottish Borders and Scotland level.

Table 5.4: Public Sector Investment at Ettrick Riverside, Cost per Job

	Cost per Gross Job (SE Borders and ERDF) (£)

	Employees within Ettrick Riverside
	19,497

	Cost per Net Job (SE Borders and ERDF) (£)

	Scottish Borders
	17,503

	Scotland
	23,509

	Cost per Gross Job (SE Borders) (£)

	Employees within Ettrick Riverside
	10,925

	Cost per Net Job (SE Borders) (£)

	Scottish Borders
	9,807

	Scotland
	13,173


Source: BiGGAR Economics

Given that a further 941 sqm is due to come on line in the next phase of refurbishment at the Ettrick Riverside building, involving the conversion of the 3rd and 4th floors, provisional estimates of costs to SEB of this refurbishment are circa £1,040,000 (65% of the estimated £1,600,000).  

Using our building specific employment density of 30.3 sqm per 1 fte, this additional 941 sqm could result in a further 31 gross ftes.  Table 5.5 below summarises the potential future value for money from the Project and shows that cost per job would increase marginally.

Table 5.5: Estimated Future Value for Money (including 3rd and 4th Floor Conversion)
	Cost per Gross Job (£)

	Employees within Ettrick Riverside
	25,064

	Cost per Net Job ( (£)

	Scottish Borders
	22,445

	Scotland
	27,342


Source: BiGGAR Economics

In assessing the key performance indicators of incubator space, the European Commission
 suggests a range of cost per gross job indicators of €4,400 to €29,600 (£3,080 to £20,720).  In Scotland, the Hillington Park Innovation Centre may offer a benchmark.  SEN reports, based on a recent evaluation of Hillington Park Innovation Centre, a cpj of around £2,685 (gross) and £7,300 (net).   

However for both sources, a direct comparison with Ettrick Riverside, as an incubator project, may not be appropriate.  

This is probably due to:

· divergence in land values between EU comparator projects and Ettrick Riverside; 

· Ettrick Riverside is likely to have been more expensive to develop (1.3 times above the CSES average), on the basis that it involves refurbishment to a listed building; 

· although Ettrick Riverside has a higher average of tenants, it displays a lower job per tenant company than CSES averages (3.1 vs of 6.2).
6 Qualitative Benefits

This section identifies qualitative benefits that have been generated as a result of Ettrick Riverside.  These are in addition to the non-monetary benefits discussed above in the tenant surveys.

6.1 Growing Business

While it may be too early in the life of the Project to assess the extent to which it is contributing to an increase in business start-up rates, it is obviously providing facilities and services at a central location which would be expected to have a corresponding positive impact on entrepreneurial activity.  Similarly the presence of the Business Gateway would be expected to improve the growth/ survival rates of start-up tenants.  

The presence of Ettrick Riverside also has a positive effect on the image of Selkirk Riverside and the Central Borders as a credible location to do business.  It is acting as a vehicle to promote  products and services under Smart Successful Scotland and is providing an opportunity to promote the Borders to potential inward locators  from the UK and overseas.  
The co-location of the Business Gateway and Scottish Borders Chamber of Commerce should also prove beneficial.  However as the Chamber is a recent tenant it is still too early to report on the extent of networking benefits that could accrue from both organisations operating from the same premises.  

It is interesting to note that successful delivery of SME start-up and business growth support in rural regions of the US is characterised by the sharing of premises by government agencies such as the Small Business Administration (SBA) and local chambers of commerce.  
6.2 Regeneration

An original driver for the Project was the lack of appropriate premises in the Borders that was capable of delivering the quality of managed workspace required.  The Ettrick Mill provided funders with available premises to be refurbished and was located in the heart of the Selkirk Riverside industrial area that had been suffering from a general decline, particularly following the closure of the Viasystems operation.  

Since the refurbishment of Ettrick Riverside a number of wider benefits have come forward.  In terms of the historic and built environment, the Project has resulted in redevelopment of a brownfield, rather than development of new build infrastructure at a greenfield location.

As a grade-A listed building, it is a high profile site in the Selkirk area and its refurbishment has also raised the image of the area.  It is now experiencing increasing private sector investment in sites in the immediate vicinity of Ettrick Riverside as a result of the increasing levels of economic activity from Ettrick Riverside and the improved appearance of the immediate area.  Adjacent sites are being occupied by a range of businesses including two from Ettrick Riverside.  

We also understand that the Boiler House site to the rear of Ettrick Riverside, has attracted seven notes of interest since being placed on the market in August, while recent planning approval has been sought for a mixed use development (residential and office uses) for another site in the vicinity.  
In future there may be an overall conflict between the development of high-quality office development and Selkirk Riverside’s designation in the Local Plan for light industrial use.  It will be important to manage the ongoing development of the area with subsequent phases of Ettrick Riverside and other commercial-related development ensuring there is no perceived conflict between the quality of so called ‘clean’ and other industrial uses.  

6.3 Community

In addition to economic benefits from increased company activity and increased confidence and benefits from physical regeneration, there is also evidence of wider community benefits.  The exhibition space provided in the building has been utilised by local schools and this has allowed young people to visit the building and see for themselves the quality of business premises and potentially raise aspirations as they gain a better understanding of the start-up process.  The ability of the Project to foster education-business links is important.  Types of exhibitions have included:
· Shell Livewire competition;

· VisitScotland (Scottish Borders Tourist Board Awards);

· SE Borders Food Tourism Awards; 

· Heriot Watt University School of Textiles – Clothing Studies graduate shows;

· Furniture/ Sculpture; 

· Jerwood Textiles Prize Exhibition;

· Artbiz; and 

· local crafts and photography.  

Similarly the building has been accessible on a number of open days and this increased footfall acts as a potential showcase for start-up and business growth activity in the region.  Efforts to integrate the building into the wider community should be continued with.  
As well as these opportunities, further links with the resident and local business community have been created by the available facilities at Ettrick Riverside.  

Meeting/ Training facilities are, on average, utilised around 92 times per month.  A review of SE Borders monitoring material available suggests an average of 6.36 attendees per meeting.  At this level of performance Ettrick Riverside is accommodating 585 attendees at meetings per month, and in doing so reaching out to a range of non-tenant users.
7 CONCLUSIONS AND RECOMMENDATIONS

7.1 Project Description

Ettrick Riverside operates as a modern ‘business village’, providing state of the art office space for start-up and growth businesses.  It is meeting its objective of providing a stepped approach to nurturing businesses through start-up and development phases.  The presence of the Business Gateway is fundamental to this approach.

Letting criteria support this overall aim of the Project, and while there has been some flexibility in leases, the emphasis remains on providing property and business support to start-up and growth SMEs.  

7.2 Strategic Evaluation

The Project is fundamental component of SE Borders’ delivery of Smart Successful Scotland in the region.  It also supports wider Scottish Executive and SEN objectives to connect regions to city hubs.  At the regional level it fully supports the development blue print for the area in the Structure Plan, and is directly contributing to New Ways Economic Development Objectives.  By providing suitable property in a central location it is attracting the right mix of companies, which in turn encourages diversification into higher value activities.  Indirectly, it also contributes to priorities of attracting appropriate skills to support higher value added activity and developing entrepreneurship.  
7.3 Rationale

The Ettrick Riverside Project can be seen as a property market and business services intervention that meets wider economic development objectives for the Borders’ region.  Development in the area has been constrained because of lack of suitable property provision and linked support mechanisms.  

On two fronts therefore there is a legitimate role for the public sector to intervene.  In the property market, SE Borders’ support has removed market failures in relation to risk and externalities.  The development of the Project continues to have a positive effect on the Selkirk Riverside area and the town and in this sense the private sector would not secure the full benefit of the investment.  

Secondly, with the involvement of the Business Gateway and Diversification Teams, the business start-up and growth process has become more efficient as any market failures in relation to information deficiencies are removed.  
7.4 Operational Evaluation

The Project is managed by SE Borders.  There are good links between it and the delivery of wider start-up and business support services both from the Business Gateway and client and account managers.  Ettrick Riverside is seen as an important component of the business offer that is available.  

Since the change in the property management function, inevitably there has been an adverse effect on how the building is marketed within the region during a transition period.  Under the new system, SE Borders will need to retain control of this particularly in relation to maintaining the model of incubation/ managed workspace units and onsite business support.  

For the 2004/05 and 2005/06 (anticipated) periods, the Project is performing above target in the following indicators:
· occupancy (units); 

· business tenants; 

· fte jobs;

For the current year, there may be a concern in relation to the anticipated level of void units.  At the beginning of the research there was an estimated ten voids but already occupancy levels have increased to levels of 85%.  
While a property development project should be aiming at 100% occupancy this Project is not solely a property project, but about facilitating business creation/ growth.  Under such a model it is helpful to have 2-3 available units to respond to speculative demand for incubator space, and in this sense the Project should not be judged solely on occupancy levels.  
In terms of enquiries, the Project has performed to target.  However, for 2005/06 and given the change in the management of Ettrick Riverside and the corresponding effect on how the building is being marketed, it will be interesting to see whether there has been an adverse impact on the level of enquiries.  

Currently the Project is converting nearly 20% of all enquiries into actual tenancies.  

7.5 Project Costs

The overall Project costs (capital and revenue) for the evaluation period and beyond have been estimated at £4.96 million.  This is comprised of 74% funding from SE Borders and 26% from ERDF.  

When Business Gateway costs and SE Borders’ Section 7 spend is excluded, the total cost to the public sector is £2.91 million.  

7.6 Tenant Feedback

As would be expected, businesses employing up to 1.5 ftes account for the greatest proportion of firms surveyed.  Amongst these respondents, only these firms have experienced an increase in fte employment since entering the building.  
The biggest motivation for entering Ettrick Riverside was that existing premises were not fit for purpose, and the Project is delivering against tenant’s original expectations.  

There is general satisfaction with the quality of facilities provided by the Project.  Dissatisfaction levels were higher in relation to catering although this may originate in the removal of FOC café facilities and subsequent lack of ‘self catering’ facilities; and the association of the current café with Lyle & Scott.  

While responding firms do report a greater incidence of contact with the Business Gateway from being in the same building, the actual volume of contact suggests that greater interaction with tenants may still be necessary.  

There is less of a correlation between increased contact with SE Borders directly and being located in Ettrick Riverside.  Only three of the 12 companies that have had contact since being in the building indicated that co-location had increased the likelihood of contact.  

There is good evidence that the Project is encouraging greater business-to-business links with an average of 4.6 contacts reported.  In some cases these have been converted into actual buyer/ supplier contracts.  

Companies have a positive outlook over the course of the next five years.  If this translates into a need for larger premises, then in general companies would prefer to remain in Ettrick Riverside.  

The Project has successfully raised the profile of tenant companies and is having a positive effect on owner-managers and employees.  The quality of the premises on offer should not be underestimated.  

A key area of concern relates to the café provision and how being located in proximity to the largest tenant has had an adverse effect on the ambience of the incubation/ managed workspace.  

A second key issue is the lack of flexibility in relation to marketing and signage.  An opportunity to further promote the asset of Ettrick Riverside is being missed.  

Suggested improvements to the Project were in response to these concerns.  Those worth further consideration could include:

· plasma screen marketing in foyer area;

· flexibility to use signs or ‘branded window blinds’ to promote presence at Ettrick Riverside and attract passing trade; 

· greater emphasis on linking tenants such as Lyle & Scott and the BBC to other tenant businesses - internal website or intranet would be beneficial; 

· relocate catering facilities to ground floor so they are not adjacent to Lyle & Scott units;

7.7 Economic Impact

Table 7.1 below summarises the economic impacts and reports the results in a manner consistent with the original ERDF outputs.  The outputs reported are those that have occurred to date.  When reading this table, the following should be noted:
* – Phase 2 commenced in April 2005, but it performs well in employment terms as a result of the occupancy by Lyle & Scott;

1 – ERDF targets for Phase 1 are to 2008; 2 – actual outputs indicate numbers of tenants; 3 – includes 2 receptionists, 1 building supervisor, 1 catering employee, plus estimated gross construction jobs; 4 – includes 2 receptionists, 1 building supervisor, 1 catering employee, plus net construction jobs 

Table 7.1: Summary of Outputs
	
	Output*
	ERDF Target

	Phase
	1
	2
	11
	2

	Hectares of land provided
	1.6
	0.4
	-

	Gross Business space created (sqm)
	2,973
	1,470
	5,836
	-

	Net Business space created (sqm)
	1,914
	938
	-
	-

	Sqm of business space occupied after 18 months
	1,211
	-
	429

	Sqm of business space occupied after 36 months
	1,850
	-
	562

	SMEs Assisted2 
	40
	9
	145
	-

	Gross new jobs created3
	64.6
	72.5
	290
	31.5

	Gross new jobs created – women
	34
	40
	73
	20

	Gross new jobs created – disabled (phase 2)
	-
	-
	-
	2.0

	Gross jobs safeguarded
	15
	6
	-
	-

	Gross new jobs in areas defined as most in need
	13
	35
	74
	17.2

	Gross Sales Generated (£)
	8.28m
	19.38m
	14.25m
	-

	Net Additional new jobs created4
	
	
	
	

	Scottish Borders
	79
	94
	213
	-

	Scotland
	68
	70
	-
	-

	Net Additional GDP (turnover) 
	
	
	
	

	Scottish Borders
	9.23m
	21.58m
	4.26m
	-

	Scotland
	6.87m
	16.07m
	-
	-


Source: BiGGAR Economics

The Project outputs have been used to assess the overall value for money.  This assessment indicates that to date the Project is performing at a cost per gross job of £20,000 (£11,000 for SE Borders investment).  While these indicators may appear higher when comparing to other incubator projects, caution should be taken when setting a benchmark because of the differences between the unique nature of the Ettrick Riverside Project and other types of incubator projects.  Also the number of jobs brought forward will vary depending on the type of companies being nurtured or how technology-intensive they are.  

The Project should not be judged on ‘employment creation’ criteria alone.  Other qualitative benefits have come forward relate to regeneration of the immediate area, and the catalytic impact from the Project on other development sites in Selkirk Riverside, and important links between the local business sector and the Selkirk community.
7.8 Future Recommendations

The co-location model being developed is the right approach for SE Borders to take in response to existing market failures and its wider obligations under Smart Successful Scotland.  

In terms of recognised ‘benchmarks’ for the supply of these types of premises, Ettrick Riverside provides a ‘best practice example’.  In particular the Project is integrated into local and wider economic development strategies; and there are clearly defined letting criteria with a focus on tenants that are genuinely high growth or higher value companies.  

It is also providing access to start-up, business and aftercare support services, directly in terms of training facilities available or indirectly through the Gateway resource.  

7.8.1 Process

· Links between Ettrick Riverside and SE Borders are good – through contact from either the Business Gateway or Diversification Teams as well as SEN Property Teams.  However with the change in property managers every effort should be made to maintain these regional links; 
· The business advice package being delivered is an important component of the overall Project.  There may be an argument for even greater integration with SE Borders Diversification Team and developing a conduit for delivery of CRM onsite, and generating further benefits from knowledge transfer by ‘agglomerating’ SE Borders Gateway and Support services together, without breeching the conditions of EU funding.  This may actually improve the good links that already exist between tenants and SE Borders.  

· The marketing/ management process has been affected as a result of the recent changeover in contractor.  The role of the Diversification Team will be important in marketing the Project but there may also be a role for the new property management company to use its national network to develop links with HE sector networks and high technology companies.  
· In time, and depending on the type of tenant, hotdesking by Venture Capital interests could also be considered.  The physical presence of such companies is a feature of some Innovation Business Parks operating in other parts of the UK.

· Consideration could be given to integrating the Project into key national sectoral or technology strategies, focussing on the SEn clusters.  

7.8.2 Marketing

· In the short term, SE Borders and its property managers should jointly develop an integrated marketing plan for Ettrick Riverside.  This should stipulate specific targets in relation to tenancies and non-tenant take-up of the facilities.  In particular the hotdesking facilities offer a way for potential inward investors or contract workers (eg in renewables sector) to test the potential of Ettrick Riverside and consequently inform a decision to commit to a lease.

· A marketing plan should also address the issue of signage and company marketing.  It would seem sensible to associate Ettrick Riverside with some of the recognised brands operating from the premises and raise its own profile and that of the Selkirk Riverside area.
· Greater links are required to promote the Ettrick Riverside asset to potential demand from key growth sectors in the Edinburgh and Lothians and university R&D.  A higher education presence is usually a feature of incubator space and is currently lacking at Ettrick Riverside.  Potential opportunities to integrate with HE bodies in the region and in Edinburgh could be explored.  
· Using the ancillary workspaces currently available, Ettrick Riverside should become an integral component of future incubation strategies for the region and these should complement existing SE Borders provision at Tweed Horizons and Cavalry Park.  

· Wider research suggests that few incubator/ managed workspace projects are providing access to business support on a free-of-charge basis.  Ettrick Riverside and SE Borders provides this and it should be more actively promoted; 

· Ettrick Riverside should also be marketed as a core asset within the wider Selkirk Riverside commercial area and planners will need to recognise this as development continues to come forward.  

7.8.3 Future Phases

· One of the features of the Project is its ability to respond to immediate demand and react to the specific needs of these companies.  This flexibility needs to be maintained as additional refurbishment of the third and fourth floors occurs.  

· As part of the design and fit-out, flexible/ moveable partition walls could be used in order that the building can continue to respond to demand for 1-2 person units (15-20 sqm), and at the same time be marketed on the basis of capacity to offer premises that can accommodate 10+ fte employees.  

· It should be recognised that developments of this type, particularly in rural areas, are long-term investments and the future sustainability of Ettrick Riverside will depend on a series of exogenous factors such as:

· total entrepreneurial activity in the region;

· company research and development;

· available quantity and quality of skilled labour; 

· the ability of the Borders’ region to attract appropriate investment from other regions.  
· As further development occurs in Peebles, with its better links to the Edinburgh city region, SE Borders may wish to consider a ‘hub and spoke’ policy of attracting investment into Peeblesshire (from investors with less interest in the central Borders as a location) and using Ettrick Riverside to promote the central Borders and potentially disperse companies throughout the region.  Contact could be made with existing incubator facilities in the Edinburgh city region and promoting the value of Ettrick Riverside as move on space.  
7.9 Lessons

The evaluation does provide certain lessons that would be replicable to the development of similar workspace units elsewhere in the Borders:

· importance of terms of engagement with tenant firms so that unrealistic expectations of Ettrick Riverside are not raised; 

· delivering an integrated approach – provision of property infrastructure, knowledge transfer through Business Gateway information services and opportunities for networking and developing buyer-supplier links; 

· role of public sector is critical to the delivery of successful start-up premises, while infrastructure itself must be contributing to regional strategies/ targets on business competitiveness; 

· infrastructure needs to be developed in an easily accessible location; 

· integrating the physical infrastructure into SE Borders, Business Gateway, education/ training providers and Chamber of Commerce operations ensuring that any interventions are responding to SME needs; 

· credibility - providing small businesses with a ‘quality address’ providing an excellent platform for tenant companies as a ‘one stop’ resource; 
· strengthening awareness of the business and contributing to SMEs standing with banks, funders customers etc; 

· increasing public awareness of entrepreneurial activity and improving access to it; 

· acceptance of occupancy rates of around 85% allowing a quick and flexible response to potential demand;  but also emphasis on turning over tenants and providing ‘move on’ space, preferably in the region; 

· providing a constant source of demand for business support and aftercare support providers; 
· providing an integrated physical regeneration intervention that focuses on innovation and growth but also indirectly responds to regeneration needs;

· providing flexibility – the premises need to be able to adapt to changing market demand and respond to future needs of business sectors.
Appendix A – Consultees

	Name
	Organisation

	Steven Rodger
	Colliers CRE

	Gilbert McBride
	SE Borders

	Simon Longland
	SE Borders

	Pete Maley
	SE Borders

	Ken Fisher
	SE Borders

	Paul Cruickshank
	SE Borders

	Paul Fisher
	SEn


Appendix B – Tenant Survey
Appendix C - Analysis






� Under Objective 2 South of Scotland European Partnership (SoSEP) 2000-2006.  





� Includes SE Borders support services in High Growth Start-Up, innovation, international trade and inward investment.  


� Typically tourism, textiles, life sciences, food & drink, energy, creative industries, electronics/ software, forest industries and construction.  


� Ryden, 2000 and 2003 for SE Borders


� Employment Densities - A Full Guide; English Partnerships


� Benchmarking Business Incubators, Center for Strategy and Evaluation Services for EC 2002
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