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executive summary

introduction

The Biotechnology Business Advisory Service (BBAS) is one of the key interventions available to the SE Network to support the emergence and growth of a stronger SME base in the life sciences/biotechnology sector.  It provides bespoke support to nascent, recently established and existing companies, delivered by specialist Advisors with appropriate sectoral expertise.  

The advisory service is also available to biotechnology/life science projects that have not yet become trading companies.  In particular, for projects which have been in receipt of Proof of Concept (PoC) funding a condition of this funding is the involvement and input of one of the BBAS Advisors.

The BBAS has been operating since late 2000, and was piloted initially in the West of Scotland by a consortium of Local Enterprise Companies (LECs), with funding support from SE and the 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.  Since then, it has been expanded to cover Scotland as a whole.

Access to support is arranged via the participating LECs and the SE Biotechnology Group, and is firmly based on the SE Account Management System.  Project management includes the submission of monthly briefing reports by the Advisor highlighting progress, mainly on individual cases. 

This Executive Summary sets out the key findings from the evaluation and highlights the overall conclusions and recommendations.

Target information

The BBAS has exceeded both its physical output ERDF targets as follows:

· total number of instances of advice to new businesses: 47 achieved with an original target of 34, namely 138% of target; and

· total number of instances of advice to existing businesses: 19 achieved with an original target of 9, namely 211% of target.

However, with regard to the intermediate ERDF results, in the main client companies/projects are still in the very early stages of their development, with data only available for five out of the ten target areas.  

Current qualitative benefits/outcomes

Companies and Non-PoC Projects:

Although it was difficult for respondents to quantify benefits to date, eight out of fourteen company/project respondents were able to provide qualitative evidence of positive outcomes and benefits that had already accrued further to BBAS support.  Comments received included:

· the ability for companies/non-PoC projects to identify potential contacts and networking opportunities in the Scottish commercial and financial markets further to support received by the BBAS Advisors;

· the guidance and support delivered by the BBAS Advisors highlighted the importance of using a business plan as a practical working document to monitor specific achievements thus providing tangible evidence in order to attract potential investment finance;

· the advice gained from the BBAS Advisors highlighted other potential ways of funding for companies to consider, such as equity finance through floating the company on the stock exchange; and

· the advisory support resulted in an increased understanding for many company and project staff on the potential issues and concerns that could confront life science projects throughout the commercialisation process.

PoC Projects:

Four out of five respondents Principal Investigators were able to provide qualitative evidence on the outcomes and benefits realised to date further to advisory support.  These are as follows:

· the ability for PoC projects to identify other potential contacts and networking and collaborative opportunities in the Scottish commercial and financial markets further to support received by the BBAS Advisors;

· the guidance and support received through the BBAS Advisors resulted in a clearer understanding of the route to commercialisation, particularly with regard to the importance of sound business planning in order to secure venture capital funding;

· the ability for the Principal Investigators to refine their commercial idea through discussions with the BBAS Advisors; and

· the input and assistance received from the BBAS Advisors helped many of the Principal Investigators to meet all necessary PoC funding conditions with respect to market analysis and business planning activities.  One project went on to secure second stage PoC funding as a consequence of advisory assistance.

expected future qualitative benefits/outcomes

Companies and Non-PoC Projects:

Fewer respondents (just over one-third) provided evidence on anticipated future outcomes and benefits – again these were qualitative in nature: 
· companies/non-PoC projects highlighted that as a result of the business advice received they now felt able to undertake good practice business planning, such as defining objectives, targets and milestones, to attract further investment from existing investors and to raise development funding in general, such as a bank loan for small firms; and

· it was hoped that through the adoption of such sound business principles and practice the company would realise its future growth potential with the achievement of increased sales and profit margins.

PoC Projects:

Four respondent PoC project staff were able to provide evidence on the expected project outcomes and benefits, as outlined below: 

· the ability to secure additional funding over the longer-term; and

· one PoC project respondent hoped that further to the advice received they would be able to market launch their product in one year’s time.

conclusions

It was evident during this study that biotechnology companies are currently faced with the worst funding environment for around 25 years.  Technology stocks and investments generally have not performed well in recent times, and investors are showing an increasing reluctance to fund new projects.

The BBAS is designed to help address these constraints, through assistance to enhance businesses' prospects of achieving longer-term sustainable growth, and through specific emphasis on assisting them to access external funding.

The Success of the BBAS

Overall the quality of the service delivered by the BBAS was rated highly by 74% of companies and projects (both PoC and non-PoC) that participated in this interim evaluation.  Furthermore, the range of services offered by the current BBAS Advisors was scored highly by 78% of all respondent company/project staff.
The Weaknesses of the BBAS

The weaknesses of the BBAS are mainly with regard to:

· an over-stretched workload for the three current 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.

The Future of the BBAS 

In general, the findings of this interim evaluation suggest that the BBAS should be maintained to continue to address the market-based constraints, such as the lack of appropriate business skills and expertise, faced by biotechnology businesses and projects with commercial potential.  Furthermore, it is also clear from the evidence presented in this study that the BBAS needs to be extended and enhanced to address the weaknesses of the current service provision. 

recommendations

Further to the conclusions presented above, the following recommendations are suggested for consideration and implementation with respect to the future delivery and development of the BBAS:

	Recommendation 1

It is recommended that the BBAS is retained but its scope expanded. 


The specific changes required in order to address the issues outlined in this review are captured in the subsequent recommendations.

There tended to be a mixed response to what the BBAS actual is and whether it was being driven by the public sector or private sector.  The limited awareness of the service as a brand, rather than the name of an individual Advisor, was particularly pertinent through discussions with the private sector venture capitalists (including those that were contacted but did not wish to be interviewed as they felt they had limited knowledge of the service).

	Recommendation 2: 

It is recommended that greater focus is given to the branding and promotion of the BBAS through the LEC Account Management system, in appropriate SE Network publications accessible to relevant companies and on the SE Network website.  It is suggested that case studies are used to promote the level and type of support available at the different stages of the lifecycle of a biotechnology company/project.


In general, across the different categories and type of respondents interviewed during this study, it was evident that one of the key weaknesses of the current BBAS support provision was the lack of clarity with regard to the roles and responsibilities for all parties.

	Recommendation 3:

It is recommended that the roles and responsibilities of LEC Account Managers, BBAS Advisors, Company and Project (PoC and non-PoC) staff are understood at the outset thus managing client expectations and the frequency and level of ongoing support and relationship building with regard to follow-up and aftercare activities. 

Therefore, it is recommended that BBAS Advisors and LEC Account Managers establish service level agreements with companies on a project-by-project basis.  To promote transparency and openness, a component part of this service level agreement should allow for the BBAS Advisors to disclose all business interests to ensure there is no conflict of interest, thus managing risks (such as the reputational risk for the SE Network).


It is recognised that the current complement of three BBAS Advisors in over-stretched.  In particular, there is a need to create a pool of Advisors to cover a wider range of disciplines and specialist skills sets required for the life sciences sector (such as in the area of medical devices).  Furthermore, these Advisors must be able to address the specific business development requirements of biotechnology companies and in a more proactive, rather than reactive, manner.  

	Recommendation 4:
It is recommended that a pool of six core BBAS Advisors are employed to cover a broader range of disciplines within the life sciences.    


It is also anticipated that increasing the number of Advisors will help to eradicate any perceptions of impartiality and distrust for company/project staff.

	Recommendation 5:

It is suggested that BBAS Advisors are chosen with regard to their expertise in the life sciences and their business acumen.  It is anticipated that a matrix such as that outlined below is incorporate within the Advisor application form to indicate their areas of specialism simply and clearly.  For example, the matrix shows that this particular individual has real experience in project management and the commercialisation process for medical devices coupled by marketing experience in therapeutics.

BBAS Advisor Life Science and Business Development Expertise

Life Science Expertise

Business Acumen

Project Management

Funding Sources

Commercialisation Process

Marketing

Regulatory Environment

Medical Devices

(
(
Diagnostics

Therapeutics

(
Laboratory equipment

Service Sector

 


Detailed consideration will need to be given to the resource requirements and the availability of resources both in terms of funding an expansion in the service offering, but also in terms of finding appropriate people with the level of skills sets necessary to become a BBAS Advisor.

	Recommendation 6:

It is suggested that European Structural Funds could be a potential source of future funding for the BBAS given its focus on training and mentoring.  However, it should also be noted that given the latest substantial increase in membership to the Europe Union the ability to secure such funding is becoming increasingly competitive.


Finally it is imperative that the revised BBAS meets clients’ needs and adds value.

	Recommendation 7:

It is recommended that during the first year of operation the LEC Account Managers and the Advisors monitor the expanded and revised BBAS closely to ensure its continued success.


1. introduction

This report was commissioned by Scottish Enterprise to undertake an interim evaluation of its Biotechnology Business Advisory Service (BBAS) since its expansion to cover Scotland as a whole from June 2002 onwards.

1.1 study objectives

The main objectives of this study were to:

· gather evidence to be used to determine the success, or otherwise, of the BBAS project to date; and 

· use this evidence to determine if the BBAS should be extended and if so, recommend what changes, if any should be made.

The evaluation also examined progress towards achieving quantitative targets set in terms of both the SE Network’s Knowledge Management Information System (KMIS) and a range of indicators relevant to the ERDF as applied by the West of Scotland Objective 2 Programme.  Furthermore, the study considered the qualitative performance of the BBAS and suggests some indicators to be applied.

1.2 method

The study has made use of a range of information sources.  Central to the process have been consultations with beneficiary projects/companies and other interested parties and stakeholders involved in the BBAS.  This comprised of:

· a mix of face-to-face and telephone interviews with the SE Network Life Sciences Cluster Team Leader, the Manager of the Proof of Concept (PoC) Project Fund, the SE Network Local Enterprise Company (LEC) Account Managers and Highlands and Islands Enterprise (HIE) Network staff;

· face-to-face interviews with beneficiary projects (both PoC and non-PoC) and companies;

· face-to-face consultations with university/research institution commercialisation department staff;

· a mix of face-to-face and telephone consultations with the BBAS Advisors; and

· telephone interviews with private sector funders.

structure of the report

The remainder of this report is structured as follows:

· Chapter 2: provides a description of the BBAS, covering strategic and market failure rationales, delivery details, targets and participation levels.  Separate sections deal explicitly with performance against quantified targets set for both SE Network and European Regional Development Fund (ERDF) purposes; 

· Chapter 3: presents a summary of the key fieldwork results, focusing on costs and benefits, process and positioning, and identified strengths and weaknesses; and

· Chapter 4: conclusions with a focus on key lessons learned regarding the past performance of the BBAS and recommendations on its future format. 

project description

1.3 introduction

This chapter provides a brief description of the BBAS, covering strategic and market failure rationales, delivery details, targets and participation levels.  

1.4 project description

The BBAS is one of the key interventions available to the SE Network to support the emergence and growth of a stronger SME base in the life sciences/biotechnology sector.  It provides bespoke support to nascent, recently established and existing companies, delivered by specialist Advisors with appropriate sectoral expertise.  

The advisory service is also available to biotechnology/life science projects that have not yet become trading companies.  In particular, for projects which have been in receipt of PoC funding, a condition of this funding is the involvement and input of one of the BBAS Advisors.

The BBAS has been operating since late 2000, and was initially piloted in the West of Scotland by a consortium of LECs
, with funding support from SE and the ERDF.  An initial review
 of this pilot found that it was providing highly relevant and valued support to beneficiaries, and that it was on target to achieve performance targets.  Since then, it has been expanded to cover Scotland as a whole.

Access to support is arranged via the participating LECs and SE Biotechnology Group, and is firmly based on the SE Account Management System.  Project management includes the submission of monthly briefing reports by the Advisor highlighting progress, mainly on individual cases. 

This interim evaluation focuses on performance from June 2002 onwards – the earliest date of available Scottish-wide BBAS performance data.

1.5 rationale

1.5.1 Strategic Rationale

The SE Network places particular emphasis on the development of the biotechnology sector and cluster.  This reflects an opportunistic view of the current and potential scale of product markets at home and abroad, combined with the perception of Scotland as having a strong science base in some key biotechnology/life science areas. 

The BBAS is fully in line with the three key strategic documents, namely:

· Smart Successful Scotland;

· Science Strategy for Scotland; and

· Scottish Enterprise Biotechnology Framework for Action, 1999 to 2004.

smart successful scotland

The BBAS contributes directly to the Growing Businesses strategic priority outlined in the Smart Successful Scotland strategic document.  In particular, the advisory service addresses three of the four strategic themes within this priority as detailed below:

· greater entrepreneurial dynamism and creativity – through the provision of advice and guidance to pre-start, start-up and early stage biotechnology 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  biotechnology start-up formulation and growth; and

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

science strategy for scotland

The Scottish Executive’s Science Strategy has two principal aims that are being addressed through the BBAS.  These are to:

· increase the effective exploitation of scientific research growth to grow strong Scottish businesses; and

· provide cutting edge science to meet the needs of the people of Scotland.

To achieve such aims will require higher education institutes, business, public sector organisations, such as the SE Network, and the Scottish Executive to work together to make a more effective use of scientific expertise and knowledge.  Thus helping to stimulate innovation, solve problems, raise productivity and improve quality of life in areas such as health, the environment and food.

Economic success will require greater receptiveness to know-how and its commercial potential among individuals and companies.  Both the science base and business have roles in the commercial and exploitation potential of science and it is important that they develop common webs of communication.  

The existence of the BBAS is actively contributing to this agenda through the provision of management and business skills to life scientists who want to commercialise their work thus fostering such a culture that supports scientific innovation and enterprise. 

biotechnology framework for action 1999 to 2004

The most explicit statement of strategic intent for the biotechnology and life science industry is contained in the original Biotechnology Framework for Action 1999 to 2004 and reinforced in the final Biotechnology Framework for Action 2003 to 2004 report.  According to this document, the strategic focus for the biotechnology industry in Scotland is to:

· build on critical mass, through new firm formation, foreign direct investment and engaging companies which are not currently in the biotechnology industry cluster;

· improve performance to strengthen skills and compete internationally; and

· strengthen local and international networks.  

These Goals are to be achieved through seven main activity areas, comprised of:

· commercialisation of the research base;

· accessing finance for start-up and growth;

· improving business support and infrastructure;

· attracting inward investment;

· building international connections and trade development;

· improving skills and developing the labour pipeline; and

· strengthening vital networks.

The BBAS is consistent with the Framework for Action, and represents a key mechanism for achieving its overall goals and targets.  For example, it is expected to make a direct contribution to the goals of promoting commercialisation and achieving critical mass, while it clearly represents a main activity area in providing direct support to pre start, new and existing businesses.

summary 

BBAS is consistent with the strategic intent and contributes to the goals outlined in the most recent Framework for Action 2003 to 2004, the Science Strategy and a Smart, Successful Scotland.

In short, the BBAS continues to contribute to existing strategies, both in terms of its cluster/sector focus, and in its emphasis on efforts to encourage new starts to emerge and existing businesses to become more competitive.

Market Failure Rationale

Strategic fit 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 come about.  Market failure is the key to setting the strategic rationale for public sector intervention in any local economic development market.  

The BBAS is designed to address a number of market-based constraints on the establishment and early operations of biotechnology projects and companies to bring about successful market adjustment.  The market failure issues identified throughout the study were:

· information failures – the lack of business development information to take the right course of action in order to successfully commercialise products in the life sciences;
· limited cash flow  - the above information failures are compounded by the fact that early stage projects are commonly unable to afford to pay to access the appropriate management resources and expertise; 
· accessing funding – is a key barrier for any business to start-up and  pursue growth. However, this is particularly pertinent for life science companies given the ‘nature’ of such businesses where time to market can be lengthy while returns are uncertain.  Venture capital and other forms of funding support can be difficult to secure due to risk averseness, especially for smaller and riskier ventures, while substantial financial investment is necessary before returns can be anticipated; and

· lack of appropriate skills and expertise – lack of actual business exposure, experience and acumen among 'academic' and 'scientific' staff.
The market failure issues identified above for life science projects and companies are all inter-related and not mutually exclusive.  For instance for a new biotechnology company to attract the necessary financial support from the private sector normally requires that the appropriate organisational structures and management competencies be in place to instil investor confidence.  At the same time, leading businesses can lack these skills and/or are unable to pay to access them.  Likewise, a lack of prior experience is in itself a difficulty: those with no previous experience of raising funding are not aware of who to approach, or how to approach them, while they are further disadvantaged if they have no business track record upon which to base an approach. 

It was evident during this study that biotechnology companies are currently faced with the worst funding environment for around 25 years.  Technology stocks and investments generally have not performed well in recent times, and investors are showing an increasing reluctance to fund new projects. 

The BBAS is designed to help address these constraints, through assistance to enhance businesses' prospects of achieving longer-term sustainable growth, and through specific emphasis on assisting them to access external funding.

1.6 management information

1.6.1 BBAS Funding and Expenditure

Table 2.1 outlines the BBAS funding for the initial pilot and the financial requirements from June 2002 to May 2005.  

	table 2.1: anticipated bbas funding june 2002 to may 2005 (£)

	Costs
	Pilot
	
	Jun 02 to May 03
	Jun 03 to May 04
	Jun 04 to May 05
	Total

	Recruitment
	10,000
	
	10,000
	10,000
	-
	20,000

	Labour costs
	247,000
	
	182,417
	187,889
	193,526
	563,832

	Overheads
	36,400
	
	27,362
	28,183
	29,029
	84,574

	Evaluation
	12,000
	
	
	
	15,000
	15,000

	Total 
	305,400
	
	219,779
	226,072
	237,555
	683,406

	Total (inc VAT)
	358,845
	
	258,240
	265,635
	279,127
	803,002


Source: BBAS SE Network Approval Paper, 2002.

Table 2.2 presents the total anticipated expenditure made in respect of the BBAS in terms of total project costs broken down by eligible, ERDF
, and ineligible expenditure components. 

	TABLE 2.2: BREAKDOWN OF EXPENDITURE (ex vat) (£)

	
	2002
	2003
	2004
	2005
	Total

	Total Approved Project Costs
	127,891
	245,783
	235,783
	73,949
	683,406

	 - Total Eligible Project Costs
	47,830
	91,922
	88,182
	27,658
	255,592

	 - Total Ineligible Project Costs
	80,061
	153,861
	147,601
	46,291
	427,814


Source: ERDF Claim Form 5, Part 1, 1 February 2004 – 31July 2004

Note: Total Grant Claim Forecast equates to 43.04% of Total Eligible Project Costs.

Table 2.3 depicts element of total forecast eligible project costs against the total claims to July 2004 by funding source, namely the SE Network and Europe.  

	TABLE 2.3: BREAKDOWN OF eligiblE SE Network and Erdf EXPENDITURE (£)

	Source of Funding
	Forecast in Application Against Total Eligible Costs
	Total for all Claims

	SE Glasgow
	£145,592
	£102,230

	ERDF requested 
	£110,000
	£77,247

	Total
	£255,592
	£179,477


Source: ERDF Claim Form 5, Part 1,1 February 2004 – 31 July 2004

Note: Total ERDF grant claimed is 43.04% of total.

Table 2.4 shows a detailed breakdown of the eligible expenditure made with respect to the BBAS that is reclaimable from the ERDF.  At present just under three-quarters (70%) of such eligible expenditure has been spent to-date.  The remaining expenditure will need to be exhausted by May 2005 to ensure all approved eligible expenditure can be reclaimed.

	TABLE 2.4: BREAKDOWN OF eligible erdf EXPENDITURE (£)

	Cost Heading
	Approved Eligible Expenditure 
	Expenditure Claimed (to end July 2004) 
	Actual as a % of Approved

	Consultancy fees and sub-contractors charges
	210,872
	169,492
	80.4

	Marketing
	7,480
	0
	0.0

	Administration
	31,630
	9,985
	31.6

	Evaluation
	5,610
	0
	0.0

	Total Eligible Costs
	255,592
	179,477
	70.2


Source: ERDF Claim Form 5, Part 1, 1 February 2004 - 31 July 2004

1.6.2 Targets, Outputs and Impacts

The target information depicted in Table 2.5 is based primarily on the initial BBAS pilot phase and our evaluation of the first 10 months of the advisory service in 2001.  

The total net jobs created and retained since June 2002 has been estimated to be 62 FTEs at the local SE Network level and 75 FTEs at the national/Scottish level.  The data was not available to breakdown the number of jobs created and retained into the distinct project years.

The actual achievements outlined in Table 2.5 relate to information held by the SE Network and extrapolated from our analysis with regard to the employment impacts outlined in Chapter 3 and investment in companies outlined in Appendix C.  

	table 2.5: SE Network bbas targets JUNE 2002 to May 2005

	Target
	Pre Jun 02
	
	Jun 02 to May 03
	Jun 03 to May 04
	Jun 04 to May 05
	Total

	
	Actual
	
	Target
	Actual 
	Target
	Actual 
	Target
	Actual 
	Target
	Actual 

	No of organisations assisted
	46
	
	45
	47
	23
	40
	22
	2
	90
	89

	No of start-ups created
	10
	
	8
	4
	8
	3
	8
	2
	24
	9

	Investment in companies (£000)
	500
	
	900
	2,099
	1,100
	3,545
	1,200
	6,338
	3,200
	11,983

	No of jobs created and

Retained 
	
	
	34
	
	59
	
	91
	
	184
	62 (net)


Source: BBAS SE Network Approval Paper, 2002, SE Network Target Information database and EKOS estimates based on study fieldwork, August to September 2004. 

Note:

1. Target figures decline in years two and three as only organisations not assisted previously are recorded.  This means that in year two some organisations receiving assistance in year one will still be receiving assistance but these will not be included in the target of 23 new assists.

2. Companies receiving assistance will primarily be in their very early stages with a very low number of employees if any at all.  The assistance provided to these early stage companies will result in the creation of jobs well beyond the three-year timescale identified. 

Table 2.6 outlines the progress towards ERDF targets for the BBAS up to July 2004.  It is encouraging to note that the physical outputs, advice to new businesses and advice to existing businesses have already well exceeded their original targets by 38.2% and 111.1% respectively.  

The evidence, in Table 2.6, with regard to total and female gross new jobs (FTEs) created (and retained) and the survival of new business to 18 months and three years, was again extrapolated from the company survey results in the eligible ERDF Objective 2 funding area, outlined in Chapter 3 and from companies that were known to have been given significant levels of support but could not participate in the study survey – mainly due to availability issues.  

The intermediate results in terms of gross jobs and gross female employment are below target at present.  However, it should be noted that the approved target of 68 and 34 is to be achieved by the third year of the project.  This analysis has been based on just over two years (four-fifths) of the project’s life.  Therefore the target for the gross jobs and gross females jobs can be taken as 54 and 27 respectively, thus increasing the proportion of each target achieved to 37% for all gross jobs and 6% for gross female employment.  However, it should be noted that many of these companies have been in their start-up stage over the past couple of years and it is encouraging to note that all are anticipated to grow over the next few years. 

Given that many businesses were in their early stage of development and growth a proxy figure for the number of new businesses surviving up to 18 and 36 months was derived from the length of time the business has worked with the Advisor.  However, these figures need to be used with care, as the survival of these companies cannot be wholly attributable to assistance from the BBAS Advisor.

The derivation of the private sector leverage figure is presented in Appendix C.  It has been estimated that a total of £255,592 spent in the eligible ERDF area has helped to raise £1,233,160 with respect to project implementation and delivery.  It should be noted that these figures relate to investments up to November 2004. 

Data was not available to report on the other gross job target areas depicted in Table 2.6.

	TABLE 2.6: BREAKDOWN of erdf physical outputs and intermediate results

	
	Original Approved Targets 
	Targets Achieved
	Actual as a % of Target

	Physical Outputs
	
	
	

	Total no. of instances of advice to new businesses 
	34.0
	47.0
	138.2

	Total no. of instances of advice to existing businesses 
	9.0
	19.0
	211.1

	Intermediate Results
	
	
	

	Total no. of gross new jobs created (and existing retained)
	68.0
	 20.0(FTEs)
	33.3

	No. of gross new jobs created (and existing retained) for women
	34.0
	1.5(FTEs)
	4.4

	No. of gross new jobs created for members of ethnic minorities
	6.0
	-
	-

	No. of gross new jobs created for disabled people
	0.0
	-
	-

	No. of gross new jobs created in areas defined as most in need
	4.0
	-
	-

	No. of gross new jobs created directly related to environmental activity
	5.0
	-
	-

	Increases in sales in existing businesses (£ million)
	0.15
	-
	-

	No. of new businesses surviving 18 months
	7.0
	6.0
	85.7

	No. of new businesses surviving 36 months
	5.0
	1.0
	20.0

	Private sector leverage (£ million) 
	0.12
	1.23
	1,025


Source: ERDF Claim Form Part 2, 1 February 2004 to 31 July 2004, EKOS estimates based on company survey results in the eligible ERDF Objective 2 area – includes some non-trading companies and revised SE Target Information database, December 2004.
2. survey results

2.1 introduction

Chapter 3 presents the results of the survey of participating projects and companies, but begins with a review of the consultation programme that was undertaken with the various parties involved in the design and delivery of the BBAS.

2.2 consultation programme

This consultation programme extended to cover:

· the three BBAS Advisors;

· two representatives from the SE Biotechnology Group;

· nine SE Network LEC Account Managers who currently participate with BBAS including two representatives from the Highlands and Islands Enterprise Network; and

· the SE Network Life Sciences Cluster Team Leader.

In addition, consultations were undertaken with strategic partners complementing BBAS activities, such as:

· the Manager of the Proof of Concept (PoC) Project Fund; and

· one venture capital/investment organisation.

It should be noted that three private funding organisations were approached to participate in this review, one took part (although was only aware of the individual Advisors and not BBAS per se), one did not know much about BBAS and the other did not return our call despite leaving voicemail messages with the identified key contact and that person’s PA.

The results are summarised below under the main headings of:  service provision and delivery mechanisms; role of the Advisors; complementarity with other support programmes; strengths and weaknesses; and areas of future development. 

2.2.1 Service Provision and Delivery Mechanism

Across the SE and HIE Networks, consultees recognised the distinct nature of a biotechnology start-up compared with other business start-ups.  In particular, bioscience companies differ from more conventional start-ups as:

· very few bioscience companies have a product;

· many have limited cash flow and require ongoing funding support given the long lead-in time for product development and;

· the risk averse nature of the financial sector in Scotland makes it difficult for start-up companies to secure continued long-term funding.  

The principal route for life science projects and companies to find out about the advisory service was through the LEC Account Manager.  If an individual or company approach the Advisor directly then the Advisor must in the first instance direct them back through their appropriate LEC area contact, as detailed in the BBAS Handbook for Operation.  

This referral route is encouraged to ensure that the company accesses the appropriate level of expert biotechnology assistance from the Advisors and not assistance with general business development activities that can be supplied by the LEC Account Manager or through the Business Gateway.   This is particularly pertinent for trading companies who are required to contribute towards 50% of the costs of the advisory service.    

Despite being outlined in the BBAS Handbook for Operation, none of the participant consultees reported any criteria for referral.  This is of particular concern as potential duplication could arise due to the perceived vagueness of the BBAS service boundaries and appropriateness of projects/companies for referral.  The detailed criteria for support are outlined in Appendix A.  

In general the clients who use the BBAS are from an academic background, with around 50% or so of these being PoC projects.  However, some beneficiaries had come from employment with plans to start their own business (some casualties of companies that had ceased trading or cutting back on staff mainly as a consequence of the current funding climate).  Although the vast majority were technologists, in a few instances Advisors had dealings with individuals that had previously been employed in other industries.

2.2.2 Role of the Advisors

For the majority of SE and HIE Network representatives, the main role of the Advisors is viewed as providing highly specialised and international know-how in biotechnology practice and business development.  Specific areas of expertise, regarded as the most important aspects of the Advisors’ capabilities and complementary to existing public sector business support mechanisms, were:

· detailed knowledge of the biotechnology industry, particularly with regard to the strict regulatory environment of the life sciences;

· contacts with venture capitalists and other funding sources;

· advice on structuring the equity/capital investment mix of companies to attract potential long-term investment;

· corporate governance, such as guidance on strategic business planning and development incorporating key milestones; and

· general know-how on the issues, information, personal skills and expertise required en route to commercialisation.

In general the majority of LECs valued the service and level of expertise of the BBAS Advisors.  However, three out of the nine SE LEC Account Managers, felt that they had the internal expertise to assist biotechnology companies and felt that the service provided by the Advisors employed through BBAS was generally very poor.  

For the Advisors, a particular feature of the operating environment is the unpredictability of the type and depth of assistance required, depending entirely on the needs and circumstances of discrete projects and businesses.  Therefore, the Advisors are called upon to provide their expertise and advice on specific life science issues as and when it is required.  Monthly reports are then prepared and disseminated to the appropriate contacts across the SE and HIE Networks. 

However, the Advisors highlighted that assistance with funding and appropriate potential funding contacts is where their expertise, knowledge and understanding of the industry is in most demand.  Overall, however, the Advisors recognised that their main contribution was to work with projects/companies to bring together a package of financial support coupled with the provision of advice on corporate structure, such a business planning, to grab the attention of potential venture capitalists.  In turn, the venture capital organisation confirmed how the role of the public sector, through initiatives such as BBAS, has helped increase investor confidence in biotechnology/life science projects and companies, particularly given the high risk/reward nature of this sector.

2.2.3 Complementarity with other Support Programmes

The general view was that the BBAS is well integrated into the more general business development activities across the SE and HIE Networks.

The Proof of Concept (PoC) Fund and the PoC Plus Fund are two related public sector funding initiatives that are well integrated with the BBAS, as outlined below. 

proof of concept fund

The Proof of Concept (PoC) Fund supports the pre-commercialisation of leading-edge technologies emerging from Scotland’s universities, research institutes and NHS Trusts.  This commitment to exploiting research advances and encouraging Scottish innovation is demonstrated by the projects supported by this £33 million fund, which are high risk and may take several years to become commercially attractive to private sector investors, such as those in the life science sector.   Projects are eligible for funding of up to £200,000, providing a background patent has been filed, but prior to:

· a full lab-scale demonstration of the technology;

· any pre-production development/prototyping; and

· commercial funds for development have been made available given the existing level of technical and market risk.

One of the mandatory conditions of PoC funding is that a BBAS Advisor must be involved with the Project Management Group (PMG) from the outset.  The PMG consists of:

· the institution’s Principal Investigator(s);

· a member of the institution’s commercialisation office; and

· a facilitator appointed by SE.

proof of concept fund plus

The PoC Fund Plus is a three-year, £7.4 million extension to the existing £33 million PoC Fund, financed through the ERDF by both the East of Scotland European Partnership and the Strathclyde European Partnership in the west.  Only projects that have already been funded through the PoC fund scheme are eligible for the support.  Eligible projects can also request an Outcome Manager – a dedicated resource, integrated into the existing PMG.  These Outcome Managers can provide a range of activities including:

· reviewing the project’s commercialisation strategy; and

· identifying and assisting with tasks that result in a robust commercialisation proposition, such as identifying potential customers and developing leads.

other support programmes 

Some of the other public sector complementary projects and initiatives with respect the BBAS are outlined below (for detailed descriptions see Appendix B):

· Enterprise Fellowships;

· Scottish Co-Investment Fund;

· Business Gateway;

· Business Growth Fund;

· Smart: Scotland;

· Business Angel Finance;

· LINK; and

· The Connect Network.

With regard to the Scottish Co-Investment Fund, the participant venture capital organisation representative highlighted that his company had supplemented their own risk capital investment with biotech companies (in the region of £100,000 to £750,000) with finance from this fund.  Indeed around 20% of their venture capital activities were with companies in the life sciences, particularly companies involved with medical device technologies.  

The Connect Network was highlighted by one company as a very good way to access a team of specialists with business development skills and expertise and information on other sources of commercial funding. 

The Scottish Enterprise High Growth Unit was also reported by one respondent company as a very good source of business development advice and knowledge with regard to high growth potential companies.

summary

It is clear that all the above predominantly funding initiatives are open to a variety of companies with high growth potential and research projects with innovative ideas that should be commercialised.  The BBAS Advisors highlighted many of the above initiatives (particularly the PoC and PoC Plus Funds) as important sources of finance for biotechnology companies and the creation of new companies.  With regard to PoC Plus funding it was made clear that the current recruitment of Outcome Managers has been deemed necessary as the present complement of Advisors is too stretched to deal with the number of projects.  However, it will be important to advise PoC Principal Investigators on how these Outcome Managers will actually serve to complement the advisory assistance delivered through the BBAS.  

2.2.4 Strengths and Weaknesses

The main strengths of the BBAS were identified as being:

· BBAS Advisors have in-depth knowledge of the biotechnology/life sciences industry;

· access to relevant networks, venture capitalist markets and other potential funding sources; and

· the private sector perspective and business acumen achieved through their real life experience.

The principal weaknesses of the BBAS were:

· poor branding and promotion of the BBAS

· this led to confusion with respect to what the BBAS actual is and whether it is driven by the private or public sector

· the limited awareness of the BBAS (but not Advisors) was particularly pertinent through discussions with private sector funders/venture capitalists;
· Advisors are over-stretched  - involved in too many life science projects – ‘one-size-fits-all’ approach is not appropriate in the biotechnology sector;

· conflict of interest with the BBAS Advisors’ private sector interests.  Some LEC Account Managers did highlight the issue that some companies have concerns over the impartiality of the Advisors.  It is perceived, but not proven, that the Advisors are using the service for their own self-promotion – applying company/project knowledge for their own gain and ‘cherry picking’ projects to their own advantage; and
· mixed ‘buy-in’ for the BBAS across the SE Network particularly as a result of the mandatory use of a BBAS Advisor for PoC projects - perception in some areas that the use of the BBAS is devaluing the LEC account management process.
2.2.5 Areas for Future Development

It has been suggested that utilising a dual approach whereby the SE Network is the principal marketing vehicle but the client can to go straight to the BBAS Advisor rather than always going through the LEC would result in better and more effective awareness raising and promotional activities by the SE Network.  However, this would compromise the LEC Account Management process and in particular the ability for the LEC Account Manager to highlight other relevant business development support packages offered by the SE Network.

In order to continue to improve the service provision delivered through the BBAS, there will be a need for the following improvements:

· an increase in the number of BBAS Advisors to create a broader pool of expertise across the life sciences;

· the BBAS Advisor should only be drafted in to assist with non-PoC cases where their expertise is required, thus increasing the cohesion between the SE Network Account Managers and the BBAS; and
· the provision of service level agreements between the SE Network, the BBAS Advisors and company/project staff will allow the BBAS Advisors to disclose all business interests to ensure there is no conflict of interest, thus promoting transparency and openness and managing risks (such as the reputational risk for the SE Network). 

2.3 university/research institution survey

A component part of this interim evaluation was eight in-depth face-to-face consultations with representatives from the commercialisation departments of the universities and research institutions listed in Table 3.1 below (excluded those categorised under other). 

	table 3.1: status of life science poc projects by university/institution

	University/Institution
	All PoC projects
	Completed
	Approaching Completion
	Midway
	New

	Rowett Research Institute
	1
	1
	0
	0
	0

	Glasgow Caledonian University
	1
	1
	0
	0
	0

	University of Aberdeen
	8
	3
	0
	3
	2

	Moredun Research Institute
	1
	1
	0
	0
	0

	University of Dundee
	9
	3
	0
	4
	2

	University of Edinburgh
	5
	0
	0
	3
	2

	University of Glasgow
	12
	4
	0
	6
	2

	University of Strathclyde
	7
	3
	0
	2
	2

	Other*
	8
	3
	0
	4
	1

	Total
	52
	19
	0
	22
	11


Source: Proof of Concept Website, October 2004.

*Other includes: MRC Human Genetics Unit, Heriot-Watt University, Napier University, Scottish Corp Research Institute and NHS.

Service Provision and Delivery Mechanism

It was apparent, for all bar one respondent organisation that the BBAS service was delivered as a mandatory element for projects that had been awarded SE PoC funding.  The remaining institution was aware of the BBAS but had had limited contact with the service.

The project referral process for the commercialisation departments to the Advisors was not an issue given that the majority of projects were PoC funded and therefore the biotechnology Advisor was automatically assigned to the project.  In some cases non-PoC projects were referred through the appropriate LEC Account Manager where advice was sought on the projects that had the potential to become strong spin-out companies with advice sought on the best way to set-up the company’s management structure and investment capital.  

As noted in the key partner consultations, the referral process was ad hoc with no set criteria for referral.  However, it was clearly understood that the appointment of a BBAS Advisor was an obligatory condition for all life science projects financed by the PoC Fund.

2.3.1 Role of the Advisors

The most common needs of these PoC projects dealt with by the Advisors were around early stage commercialisation activities.  For example, guidance on the preparation of a commercialisation strategy, a business plan with clearly articulated milestones for achievement throughout the lifetime of the project and potential routes to funding.  

Overall the service provided by the Advisors has been well received by all the universities and research institutions that participated in this study.  

The majority of universities/institutions consulted had worked with more than one Advisor – in some cases all three Advisors had been contacted at some point.  It was clear that the Advisors’ input had identified issues to be addressed sooner rather than later, such as:

· awareness of the regulatory environment;

· the need to modify and exploit products; and 

· guidance on potential business models to adopt in order to take the product forward to commercialisation.  

However, only three of the respective commercialisation department respondents felt that the Advisors’ assistance was wholly relevant, particularly given the past business experience of the Advisors.  The remaining five deemed the support and advice to be relevant in part, but recognised the growing expertise of the staff within Scotland’s universities and research institutions regarding technology transfer.  Respondents would have welcomed such sector specific assistance during the initial PoC application process.  

Of the seven organisations that responded to this question, five reported that contact was made with Advisors at least once per month by e-mail, telephone or through attendance at the monthly PoC steering group meetings – the remaining two made contact once a quarter.  Although six out of seven respondents were very satisfied (3 respondents)/satisfied (3 respondents) with the level of contact with the BBAS some access problems were encountered particularly with regard to timely e-mail responses.  One respondent, not satisfied with the frequency of contact, currently on a quarterly basis, highlighted the need for Advisors to manage the expectations of clients at the outset with regard to the anticipated level of contact required on a project specific basis.

Table 3.2 below provides the aggregated ratings for all three Advisors for all respondent universities/research institutions across a range of competencies.  Respondents scored the Advisors highly, very good or good, with regard to their business skills (77%), people skills (71%), general knowledge of the biotechnology/life sciences sector (79%), and for their commitment to the project (64%).  A significant proportion of average scores were given for technical skills (46%), communication skills (36%) and project management (36%).  It should be noted that one Advisor, in one instance, was rated poorly in terms of his technical skills and perceived commitment to the project.

	table 3.2: rating (%) of BBAS advisors (multiple responses)

	
	Very Good
	Good
	Average
	Poor
	Very Poor
	N/A
	Total

	Business skills
	8
	69
	23
	0
	0
	0
	100

	Technical skills
	15
	31
	46
	8
	0
	0
	100

	People skills
	21
	50
	29
	0
	0
	0
	100

	Communication skills
	21
	43
	36
	0
	0
	0
	100

	General knowledge of sector
	36
	43
	21
	0
	0
	0
	100

	Project management
	14
	14
	36
	0
	0
	36
	100

	Commitment to project
	21
	43
	14
	7
	0
	14
	100


Source: University/Research Institution face–to-face consultations, September 2004.

Note: numbers may not add to 100% due to rounding.

Therefore, although overall the contacts felt that the Advisors understood their project needs and underlying technology requirements well, some issues of concern were raised as follows:

· the general lack of follow-up and aftercare advisory activities;

· project staff should have the ability to choose the Advisor whose personality and working style would complement that of the project team; 

· the perception that Advisors were less comfortable when dealing with the less tangible PoC projects than those that are non-PoC; and

· the perception that non-PoC projects were not eligible for support through BBAS.

2.3.2 Complementary with Other University/Institution Support

The universities and research institutions themselves are now becoming more proficient at offering specific services to biotechnology companies.  In some areas embryonic companies have access to:

· incubation facilities, including secretarial support and meeting rooms;

· assistance with business planning, financial costings, investment finance – including advice and techniques on how to present such information to potential funding organisations; and

· advice on intellectual property rights including protection strategies and exploitation strategies with a view to product licensing.

However, it was encouraging to note that universities/research institutions consulted considered the BBAS as a complementary service in relation to the commercialisation efforts of these institutions.  The BBAS was particularly well regarded because of its sector focus and private sector perspective.  Added value is seen to lie in the overall quality of the Advisors, and particularly in their formal and informal networking capabilities in the venture capitalist market and their specific expertise in biotechnology which served to augment in-house strengths.

2.3.3 Outcomes and Benefits

It is recognised that PoC projects would have progressed anyway even if the BBAS had not existed.  However, it was deemed appropriate to retain the additionality question for commercialisation department respondents given that it was not clear at the outset how many of these contacts would be involved in PoC and non-PoC projects.  

The data presented in Table 3.3 provides an estimate of the additionality of the assistance received by projects through the BBAS.  From the evidence outlined below it is clear that the support, and other appropriate assistance provided through the service was perceived as partially additional for five respondents (62.5%) in terms of time and quality.  It was interesting to note that only two respondents (25%) reported that the project would have gone ahead anyway (deadweight) without support from the BBAS.  Furthermore, one commercialisation department (12.5%) reported absolute additionality and would not have advanced their project without the support delivered through the BBAS.  

With regard to PoC projects such findings appear to be counter-intuitive – it would be expected that all PoC projects would have gone ahead anyway without the BBAS as noted above.  This may be explained by the difficulty of separating the BBAS from the project, as PoC projects automatically receive such support as a condition of funding.  This analysis was also skewed to an extent given the inclusive of one non-PoC project. 

	Table 3.3: additionality of bbas  

	
	Total Responses 

	Project would not have happened at all
	1

	Project would have been smaller
	0

	Project would have started later
	3

	Project would have been lower quality
	2

	Project would have started at the same time, at the same level, anyway
	2

	TOTAL
	8


Source: University/Research Institution face-to-face face–to-face consultations, September 2004. 

2.3.4 Strengths and Weaknesses

Outlined below are some of the main strengths and weaknesses highlighted by respondent universities/research institutions with regard to the BBAS support provision.  

The identified strengths of the BBAS were as follows:

· accessibility to high quality business advice in the biotechnology/life science sector;

· the real life business experience and expertise of Advisors was viewed as providing credence to projects that had been in receipt of their input;

· Advisors provided a useful interface to identify contacts with other academic institutions (to encourage collaboration, as appropriate) and to identify contacts with potential funding bodies; and
· the supplementary accountancy/financial support provided through contact with secondees from Grant Thornton.

The key weaknesses of the BBAS were identified as being:

· the Advisors’ workload was perceived as being too great which impacted on the availability and accessibility of Advisors; 

· the Advisors being involved in too many projects was viewed as eroding the support and advice to individual projects and could result in potential conflicts of interest given some Advisors’ private business activities; 

· the perception that many companies/projects would prefer to deal with the BBAS Advisor directly rather than having to go through their local LEC.  They see the current approach, with regard to SE Network bureaucracy and administration requirements, as cumbersome;

· the limited follow-up and aftercare activities;

· the evolving perception in academia that non-PoC projects cannot be supported through BBAS;
· mandatory use of BBAS Advisor to be involved with PoC projects – the perception was that Advisors feel less comfortable in this position i.e. more interested/committed when the project becomes more tangible.  There was also a perception that the BBAS Advisors are assigned to PoC projects to act as a policing role for SE; and
· the need to refer non-PoC projects through the LEC was deemed as very bureaucratic and confusing with regard to who was actually commissioning the advisory service.

Areas for Future Development

The main areas for future development were as follows:

· managing the expectations of project staff with regard to the level and frequency of ongoing support and advice from the BBAS;

· Advisors to be involved in the PoC project during the initial application process particularly with regard to the overall strategic focus in terms of the structure and delivery of commercialisation activities at the university/research institution level, rather than on a project-by-project basis; and

· to extend the pool of Advisors, with the opportunity for company and project staff to select their own Advisor.

2.4 survey of participant projects/companies

2.4.1 Introduction

One of the main components of this study was to obtain feedback from companies and projects that had received support (although at varying degrees) through the BBAS.  

A total of 19 face-to-face/telephone interviews took place – a 95% response rate of the required sample. 

A mix of face-to-face/telephone interviews was held with companies and projects that had received a fairly significant level of assistance from the BBAS.  These in-depth discussions were further sub-divided into those with companies and projects within the West of Scotland Objective 2 area
, those outside the area for eligible ERDF funding and by projects that had received PoC funding support.  The main reason for this was to assess if trading companies had been able to achieve any of the ERDF targets as outlined in Table 2.6 above.  The detailed breakdown of projects by LEC area is shown in Table 3.4, where just under one-third of these projects were PoC projects.  

	Table 3.4: companies/project by area

	Location of Company/Project
	Total Companies/Projects
	Total PoC Projects

	Eligible areas

	SE Ayrshire
	3
	1

	SE Dunbartonshire
	3
	0

	SE Glasgow
	68
	18

	SE Lanarkshire
	5
	0

	SE Renfrewshire
	2
	0

	Total eligible area
	81
	19

	Non-eligible areas

	SE Borders
	1
	0

	SE Dumfries and Galloway
	0
	0

	Se Edinburgh and Lothian
	29
	9

	SE Fife
	3
	1

	SE Forth Valley
	0
	0

	SE Grampian
	27
	13

	SE Tayside
	11
	6

	Highland & Islands Enterprise
	7
	0

	Not stated
	13
	0

	Total non-eligible area
	91
	29

	TOTAL
	172
	48*


Source:  SE Network BBAS database – Time Spent on Companies. 

*Note: the number of PoC projects is slightly less than those identified in Table 3.1 this is due to some gaps in the above database information supplied for this Review.  The 48 PoC projects are included within the total figure of 172 projects.

It should be noted that the data in Table 3.4 was extrapolated from four in-house SE Network databases supplied to EKOS – namely Contact Details, Principle Investigators, Time Spent on Companies and Targets Information.  Unfortunately each database varied in its sample sizes ranging from around 164 up to 172 companies/projects.  The information held in the database, Time Spent on Companies was the most complete and was therefore utilised for this study.  However, 25 companies had no contact details listed.  Of the companies who had contact details many were only e-mail and telephone numbers and no addresses.  The lack of a contact address and relevant LEC details made it difficult to know where companies were located, particularly when only mobile telephone numbers were supplied.  A number of projects were also without an assigned Advisor.

A supplementary online survey was undertaken to capture the issues for projects (both PoC and non-PoC) and companies that had been assisted through the BBAS but not to the same degree.  Disappointingly, only five responses were returned and none at all for the online PoC survey, despite being fairly short in length.  Therefore, the results of the online survey have been used to supplement the analysis, as appropriate, derived from the face-to-face/telephone interviews.

In total therefore, we received responses from:

· 10 face-to-face/telephone interviews with participant companies/projects situated in the eligible West of Scotland Objective 2 area;

· four face-to-face/telephone interviews with participant companies/projects outwith the West of Scotland Objective 2 area; 

· five online responses – from companies that had been in receipt of a more ad hoc level of assistance.  It was deemed not appropriate to assess the contribution to ERDF target information; and

· five face-to-face interviews with the Principal Investigators involved with PoC funded projects - consideration on the area of ERDF eligibility was not deemed to be of relevance.

It should be noted that not all respondent companies/projects answered all the questions.  Therefore, the analysis highlights the total number of responses to each discrete question – some of which include multiple responses to specific issues.  Furthermore, the responses for PoC projects have also been reported separately to ensure PoC and non-PoC issues are identified, as appropriate.

2.4.2 Company/Project Details

As detailed in Table 3.5 below only 50% of all respondent companies/projects were referred to the BBAS through their appropriate LEC, as articulated in the BBAS Handbook for Operation.  The evidence presented in Table 3.5 emphasises the lack of clarity with regard to the correct referral procedure, namely signposting interested companies and projects through the relevant LEC Account Manager – this was highlighted as a cumbersome approach to the delivery of the BBAS.

	Table 3.5: means of initial contact of COmpany/project with bbas (%)

	
	Eligible

(13 responses)
	Non-eligible

(4 responses)
	Online

(5 responses)
	Total 

(22 responses)

	Contacted by Advisor
	0.0
	0.0
	0.0
	0.0

	Signposted by LEC 
	53.8
	50.0
	40.0
	50.0

	Signposted by Proof of Concept Fund
	0.0
	25.0
	40.0
	13.6

	Signposted by university/research institute
	15.4
	0.0
	0.0
	9.1

	Word of mouth
	7.7
	25.0
	20.0
	13.6

	Business Gateway
	0.0
	0.0
	0.0
	0.0

	Other
	23.1
	0.0
	0.0
	13.6

	TOTAL
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

Other: identifies those respondents who could not remember how initial contact with the BBAS was established.  

Note: numbers may not add to 100% due to rounding.
Overall there appeared to be a clear understanding that through the provision of the BBAS, the SE and HIE Networks were helping, often small, early stage start-up and existing businesses access appropriate business development skills, processes and potential funding contacts pertinent to the biotechnology industry to move such companies towards’ investor ready’ status.  However, with regard to both PoC projects and non-PoC companies/projects across both eligible and non-eligible ERDF areas, at least one respondent in each of these categories was not clear on the role of the BBAS.  This was particular true for companies/projects in the medical device sector where Advisors had limited expertise. 

As depicted in Table 3.6, the number of jobs in the respondent companies and projects is 187 of which 105 are male, 65 are female plus 17 jobs that were not categorised by gender or type of job.  However, we have assumed these jobs to be full-time.  As 25 males and 23 females work part-time this equates to 163 full-time equivalent (FTEs) jobs.

	Table 3.6: employment (FTES) in interviewed companies/projects

	
	Eligible
	Non-eligible
	Online
	PoC Projects
	Total jobs
	Total FTEs

	Full-time males
	52
	12
	11
	5
	80
	80

	Part-time males
	19
	0
	2
	4
	25
	12.5

	Full-time females
	19
	3
	14
	6
	42
	42

	Part-time females
	19
	0
	3
	1
	23
	11.5

	Total jobs
	126*
	15
	30
	16
	187
	

	Total FTEs
	107
	15
	27.5
	13.5
	
	163


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

Note: One part-time job is equivalent to 0.5 FTEs.

* The total figure of 126 jobs includes 17 jobs that were not categorised by gender or type – but assumed to be full-time.

2.4.3 Assistance Received through the BBAS

As shown in Table 3.7, assistance with business planning, raising finance and marketing the project/company were the principal areas of assistance received through BBAS.

	Table 3.7: assistance received through BBAS (%) (multiple responses)

	
	Eligible
	Non-eligible
	Online
	PoC Projects
	Total no of responses

	IPR generally
	7.7
	0.0
	7.7
	13.0
	13.3

	New product development
	0.0
	16.7
	23.1
	8.7
	13.3

	Business planning
	19.2
	33.3
	23.1
	17.4
	31.1

	Marketing 
	15.4
	0.0
	23.1
	13.0
	22.2

	Start-up grant (signposting)
	7.7
	0.0
	0.0
	13.0
	11.1

	Raise finance (signposting)
	19.2
	33.3
	23.1
	17.4
	31.1

	Regulatory advice
	-
	-
	-
	4.3
	2.2

	Sourcing management
	-
	-
	-
	8.7
	4.4

	Other
	30.8
	16.7
	0.0
	4.3
	22.2

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

Other: comprises of market research activities, assistance with a range of potential funding contacts interested in the life sciences sector and general troubleshooting.

Note: numbers may not add to 100% due to rounding.

The overall quality of the BBAS was scored highly by 74% of all respondents – 39% rated the service as very good and 35% rated the BBAS as good.  With reference to Table 3.8 it is encouraging to note that in the eligible ERDF funding area, there are now two more trading companies in operation and generating sales than when contact was first made with the BBAS.  Overall it appears that only one trading company has ceased to survive.

	Table 3.8: company/project status at initial contact and currently

	
	Eligible
	Non-eligible
	Online
	Total no of responses

	
	Initially
	Now
	Initially
	Now
	Initially
	Now
	Initially
	Now

	Pre start-up with no significant funding secured
	5
	3
	2
	1
	2
	2
	9
	6

	In operation with seed capital secured
	1
	0
	0
	0
	1
	0
	2
	0

	In operation with funding in place (post seed capital)
	1
	1
	2
	2
	1
	2
	4
	5

	In operation and generating sales
	3
	5
	0
	0
	1
	1
	4
	6

	Other
	0
	0
	0
	1
	0
	0
	0
	1

	TOTAL
	10
	9
	4
	4
	5
	5
	19
	18


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

Other: depicts a scenario not outlined above. 

As presented in Table 3.9, the main constraint faced by early stage companies and projects (PoC and non-PoC progressing towards commercialisation) was with regard to accessing funding – which has been highlighted by the BBAS Advisors as an area of activity in most demand of their time.  All non-PoC respondents also ranked funding as being the most important issue to be addressed.  It was interesting to note that ‘other’ issues were also ranked highly, such as the lack of knowledge in the medical device market, matched by the lack of knowledge and expertise of the current BBAS Advisors in this field.

	Table 3.9: main constraints for company/project (%) (multiple responses)

	
	Eligible
	Non-eligible
	Online
	PoC Projects
	Total no of responses

	General business skills
	27.8
	0.0
	14.3
	25.0
	21.6

	Management capacity
	11.1
	0.0
	14.3
	0.0
	8.1

	Accessing funding
	27.8
	75.0
	57.1
	25.0
	37.8

	Knowledge of technical context of IPR
	5.6
	0.0
	0.0
	0.0
	2.7

	Finding suitable property
	5.6
	0.0
	14.3
	0.0
	5.4

	Accessing skilled labour
	0.0
	0.0
	0.0
	12.5
	2.7

	Other
	22.2
	25.0
	0.0
	37.5
	21.6

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004.

Note: numbers may not add to 100% due to rounding.

Overall, just over 60% of all respondents strongly agree/agree that the BBAS has met their company/project needs in the past and is still doing so at present, as highlighted in Table 3.10.  This finding was unanimous with regard to PoC projects.  For the 12.5% of respondents (three in total) who disagree/strongly disagree that the service met their business needs, they felt that is was not made clear what the BBAS could offer and the assistance provided was not new to the company.

	Table 3.10: BBAS support addressing company/project needs (%)

	
	Eligible

(10 responses)
	Non-eligible

 (4 responses)
	Online

 (5 responses)
	PoC Projects

 (5 responses)
	Total 

(24 responses)

	Strongly agree
	30.0
	25.0
	20.0
	20.0
	25.0

	Agree
	30.0
	0.0
	40.0
	80.0
	37.5

	Neither/nor
	10.0
	75.0
	0.0
	0.0
	16.7

	Disagree
	0.0
	0.0
	20.0
	0.0
	4.2

	Strongly disagree
	10.0
	0.0
	20.0
	0.0
	8.3

	Don’t know
	20.0
	0.0
	0.0
	0.0
	8.3

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

2.4.4 Role of the Advisors

Companies and project representatives had worked with the BBAS Advisors for as long as one meeting to around three years.  With reference to the SE Network database information, Table 3.11 highlights the amount of time the Advisors have spent with companies and projects, including accountancy assistance from other Advisors supplied by Grant Thornton.  From the analysis presented in Table 3.11 it is evident that, over the period June 2002 to March 2004, on average the BBAS Advisors spent a greater proportion of their time with trading companies and PoC projects, 3.5 days and 3.4 days respectively.  This result is not surprising given a BBAS Advisor is assigned automatically to PoC projects.  For the companies that had started to trade it may be that they required more hand holding and advisory input at the outset.

	Table 3.11: total time spent with company/project: june 2002 to march 2004 (22 months inclusive)

	
	BBAS Advisors
	Other Advisors
	All

	
	Total time
	Average time spent per company/project
	Total time
	Total

	Face-to-face/telephone sample
	Hours
	Days
	Hours
	Days
	Hours
	Days
	Days

	Trading companies – total sample =14
	858.5
	35.5
	61.3
	2.5
	791.0
	33.0
	68.5

	 - interviewed in eligible area (5 respondents)
	414.0
	17.3
	82.8
	3.5
	475.0
	19.8
	37.0

	 - none interviewed in non-eligible area


	-
	-
	-
	-
	-
	-
	

	Non-trading companies – total sample = 16
	423.0
	17.6
	26.4
	1.1
	281.5
	11.7
	29.3

	 - interviewed in eligible area (5 respondents)
	121.5
	5.1
	24.3
	1.0
	37.5
	1.6
	6.7

	 - interviewed in non-eligible area (4 respondents)
	176.5
	7.4
	44.1
	1.9
	95.0
	4.0
	11.4

	Online sample*
	
	
	
	
	
	
	

	Trading companies – total sample = 8
	98.0
	4.1
	12.3
	0.5
	34.0
	1.4
	5.5

	 - returns (1 respondent)
	17.0
	0.7
	17.0
	0.7
	47.0
	2.0
	2.7

	Non-trading companies – total sample = 21
	472.5
	19.7
	22.5
	0.9
	788.0
	32.8
	52.5

	- returns (3 respondents)
	50.0
	2.1
	16.7
	0.7
	51.0
	2.1
	4.2

	PoC Projects – face-to-face sample
	
	
	
	
	
	
	

	 - total sample = 10
	522.0
	21.8
	52.2
	2.2
	401.5
	16.7
	38.5

	 - interviewed (5 respondents)
	413.0
	17.2
	82.6
	3.4
	297.0
	12.4
	29.6

	PoC Project – online sample
	
	
	
	
	
	
	

	 - total sample =16
	537.5
	22.4
	33.6
	1.4
	158.5
	6.6
	29.0

	 - no returns
	-
	-
	-
	-
	-
	-
	-


Source: SE Network ‘Trading Companies’, ‘Non-Trading Companies’ and ‘PoC Projects’ databases.

*Note: although five responses were received time spend details were only available for four of these respondents.

80% of all respondents across all areas and project type reported that the BBAS was wholly relevant (42%) or relevant in parts (38% - some already had some business expertise).  One-third of respondents met with the Advisor on a monthly basis - less than one-fifth of respondents met with the Advisor weekly or fortnightly.  In general around 78% of respondents were very satisfied (32%) /satisfied (46%) with the current level of contact.  However, for a respondent involved with a PoC project it was perceived that the Advisor was there to police the project rather than as a source of advice.  The respondent was not aware that the Advisor could be contacted directly to provide such sector specific advice. 

Although over 80% of respondents reported that the BBAS Advisor covered their company and project specific needs very well (35%)/well (47%) it was highlighted that Advisors could be more proactive in their approach to their BBAS clients rather than providing a predominantly reactive service.

As the scores outlined in Table 3.12 show, the Advisors were highly regarded across the wide range of disciplines, particularly their knowledge and understanding of the life science/biotechnology sector.  The poor responses were reported in the online returns - unfortunately the respondents were not asked to explain why they had rated the service as poor under these pre-identified skill sets.

	table 3.12: rating (%) of BBAS advisors (multiple responses)

	
	Very Good
	Good
	Average
	Poor
	Very Poor
	N/A
	Total

	Business skills
	45.8
	41.7
	0.0
	4.2
	0.0
	8.3
	100.0

	Technical skills
	19.0
	28.6
	33.3
	4.8
	0.0
	14.3
	100.0

	People skills
	43.5
	56.5
	0.0
	0.0
	0.0
	0.0
	100.0

	Communication skills
	30.4
	65.2
	4.3
	0.0
	0.0
	0.0
	100.0

	General knowledge of sector
	59.1
	27.3
	4.5
	4.5
	0.0
	4.5
	100.0

	Project management
	18.2
	36.4
	9.1
	0.0
	0.0
	36.4
	100.0

	Commitment to project
	36.4
	45.5
	9.1
	4.5
	0.0
	4.5
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004.
Note: numbers may not add to 100% due to rounding. 

The general impression of the range of assistance that the BBAS Advisors can offer to biotechnology companies/projects is very good (43.5%) and good (34.8%).  Overall, 96% of respondents felt that the Advisors understood their company/project needs very well (33%)/well (63%).  Furthermore, 87% of all respondents reported that the Advisors understood their underlying technologies and products very well (22%)/well (65%).   

2.4.5 Complementarity with Other Support Programmes

All businesses can access other SE services through the LEC Account Management System.  As indicated in Table 3.13 it would appear that BBAS Advisors have played a role in helping them to access other support.  Although one-third of all respondents articulated that the level of assistance provided through the BBAS could also be accessed in the private sector, it was recognised that this would be on a piecemeal basis and at a considerably higher cost.  

Other available support was accessed from:

· the SE Network Small Business Advisory Service;

· the SE Network assistance to high growth potential companies; and

· networking organisations such as Connect.  

	Table 3.13: advisory assistance to access other support (%) 

	
	Eligible

 (10 responses)
	Non-eligible 

(5 responses)
	Online 

(5 responses)
	PoC Projects 

(4 responses)
	Total

 (24 responses)

	Yes
	40.0
	20.0
	20.0
	50.0
	40.0

	No
	60.0
	80.0
	80.0
	50.0
	60.0

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004.

Companies and Non-PoC Projects:

Businesses were asked to comment about current gaps in provision.  Fewer than 40% of respondents had not used the BBAS enough or found that it was too early in the process to identify any gaps in the service.  However, 60% of respondents highlighted the following issues to be addressed:

· advice and support with regard to the market for medical devices;

· follow-up and aftercare activities; and

· too few Advisors with regard to the number of projects.

In addition, respondents requested greater provision of small incubation facilities, with central staffing and administration facilities, in the north/north east of Scotland.  However, this is outwith the remit of the BBAS.

PoC Projects:

With regard to PoC projects, all respondent identified gaps in the current BBAS support provision.  These were:

· too few Advisors for the number of projects;

· more proactive assistance required from the Advisors; and

· more sustained and ongoing guidance on project management, including financial planning. 

It is recognised that the introduction of PoC Plus funding, with the recruitment of Outcome Managers, may help to address some of the above issues.  However, this must be articulated clearly to the BBAS PoC project client base.

As for non-PoC projects some of the gaps identified cannot be met through the BBAS as these issues are outwith the advisory service’s remit:

· further funding support for commercialisation activities from the SE Network; and

· ability to access PoC funding at a later stage in the development process.

However, the fact that respondents have articulated such gaps that are inappropriate for the BBAS to address indicates that there is confusion with regard to the service offering per se.

2.4.6 Outcomes and Benefits 

One of the key components of this review was to assess the level of tangible measurable benefits associated with the support provision to companies and projects through the BBAS.   

The data presented in Table 3.14 provides an estimate of the additionality of the assistance received by projects through the BBAS.  From the evidence outlined below it is clear that the support, and other appropriate assistance provided through the service was perceived as partially additional for eight respondents (50%) in terms of time and quality.  Six respondent companies (40%) reported that the project would have gone ahead anyway, but did comment that input from the BBAS Advisors helped them to retain a focus on the pertinent issues to be addressed.

Absolute additionality was evident for two respondents (12.5%) who would not have advanced their project without the support delivered through the BBAS. 

	Table 3.14: additionality of bbas 

	
	Eligible

(9 responses)
	Non-eligible

(3 responses)
	Online

(4 responses)
	Total

(16 responses)

	Project would not have happened at all
	1
	0
	1
	2

	Project would have been smaller
	0
	0
	0
	0

	Project would have started later
	3
	1
	0
	4

	Project would have been lower quality
	2
	0
	2
	4

	Project would have started at the same time, at the same level, anyway
	3
	2
	1
	6

	TOTAL
	9
	3
	4
	16


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

For PoC projects, commercialisation would have had less of an impact (one-third of respondents) and would have happened later (again for one-third of review participants) had it not been for the support and advice gained the BBAS Advisors.  The remaining respondents reported no additionality with regard to commercialisation activities further to contact with the BBAS support structure.  In addition, no absolute additionality was evident.  However, PoC Principal Investigators found that contact with the BBAS had given them confidence that the project had a real commercial opportunity, which in turn assisted in sustaining the project’s momentum and focus.

From the in-depth discussions with non-PoC projects and early stage companies over 70% had embedded the information, advice and core biotechnology business competencies and requirements into the project/company further to advisory support.  In particular many have altered working practices for the better and have an appreciation of the bigger picture with regard to business processes.  For others it was still too early in the advisory process to have made such a step change.  

For the PoC projects, all respondents had taken the opportunity to apply the advice to respective projects with a focus on the ability to pitch the proposed product or service in the context of a wider understanding of the commercialisation process.

As detailed in Table 3.15 it is apparent that for 85% of the total respondents, progress has been excellent (20%)/good (65%).  In general, such progress was monitored through the achievement of key milestones as identified in the original business plan - including the realisation of increased sales and turnover, but no specific figures could be provided.  The monitoring of progress with regard to PoC projects appeared to be more structured through weekly team meetings and monthly project management group meetings coupled with the preparation of a monthly progress report to project funders.

	Table 3.15: company/project progress further to BBAS assistance (%) 

	
	Eligible

 (8 responses)
	Non-eligible 

(3 responses)
	Online 

(5 responses)
	PoC Projects 

(4 responses)
	Total

 (20 responses)

	Excellent progress
	25.0
	0.0
	20.0
	25.0
	20.0

	Good progress
	75.0
	66.7
	40.0
	75.0
	65.0

	Neither/nor
	0.0
	33.3
	0.0
	0.0
	5.0

	Very little progress
	0.0
	0.0
	40.0
	0.0
	10.0

	No progress at all
	0.0
	0.0
	0.0
	0.0
	0.0

	Not relevant
	0.0
	0.0
	0.0
	0.0
	0.0

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Face-to-face/telephone and online company/project interviews, August/September 2004.

Current qualitative benefits/outcomes 

Attributing quantitative economic benefits to companies, such as the creation and/or safeguarding of jobs, solely as a result of participation with the BBAS was limited.  Furthermore, 12 respondent companies were able to provide turnover/sales data as outlined in Table 3.16 below.  However, none of these companies could directly attribute such sales or sales growth to the BBAS.   

	Table 3.16: turnover in respondent companies/project 

	
	Eligible

(5 responses)
	Non-eligible

(2 responses)
	Online

(5 responses)
	Total turnover

(12 responses)

	Estimated turnover 
	£2,562,000
	£125,000
	£1,100,000
	£3,787,000


Source: Face-to-face/telephone and online company/project interviews, August/September 2004. 

Note: for responses with respect to pre-determined turnover ranges, a mid-point analysis was used to calculate the figures presented in the table.

Gross Employment

Only one respondent company could attribute an agreement to appoint a non-executive director as a direct consequence of assistance through the BBAS.  It has been assumed that such a non-executive position would be part-time, thus equating to 0.5 FTEs.  

The sample of respondents to the survey accounted for 50%
 of the 20 companies that had received significant levels of assistance via the BBAS within the eligible West of Scotland Objective 2 area.  This response rate is deemed as sufficient in magnitude to allow for grossing up to provide credible and robust impacts.  If this employment figure it grossed up to the population of 20 companies within the eligible West of Scotland Objective 2 area sample this gives a total of 1.0 FTE created as a direct result of the BBAS.  

However, during the consultation element of this study we were made aware of a number of specific trading companies where the level of intensity of the support provide through the BBAS was such that these businesses would not be operating today.  This support comprised of extensive business planning and fund raising activities, which resulted in securing the survival and longer-term investment in such companies.  Despite conducting a census approach and contacting these companies directly, from our records many were unable to participate within the study survey timescale.  Outlined in Table 3.17 below are the gross number of jobs that have been safeguarded in these companies, both within and outwith the eligible ERDF area, following support from the BBAS.  Furthermore, as identified in Table 3.14, two companies reported absolute additionality, thus implying that without the BBAS all existing jobs would be lost.  Only one of these companies was in the eligible ERDF Objective 2 funding area.

	TABLE 3.17: GROSS SAFEGUARDED EMPLOYMENT OUTCOMES 

	
	Eligible
	Non-eligible

	Total number of jobs
	21.0
	24.0

	Total number of FTE jobs
	19.5
	23.5

	Total number of FTE jobs held by females
	1.5
	11.5


Source: Revised SE Target Information dataset, December 2004 plus face-to-face and telephone company/project interviews, August/September 2004. 

*Note: where no data was available on the breakdown of these jobs into full-time and part-time status, it has been assumed that these jobs were full-time.  

Overall, we can conclude:

· 19.5 gross FTE jobs created and safeguarded in the eligible ERDF area; and

· 23.5 gross FTE jobs created and safeguarded in the non-eligible ERDF area.

Net Employment Impact

Applying additionality, displacement, supplier linkage and multiplier effects to gross employment as a result of the BBAS support, provides estimates of net employment as shown in Tables 3.18.  The employment created and safeguarded for both the eligible and non-eligible areas have been added together.  Employment is only reported at the gross level for ERDF purposes.  Details of additionality, displacement, supplier linkage and multiplier factors applied are presented in Appendix D.

	table 3.18: net employment impact

	
	Local
	Scotland

	Gross direct employment created (0.5) and retained (43)
	43.5
	43.5

	Less non-additional (approx = 40%)
	17.4
	17.4

	Gross direct FTEs
	26.1
	26.1

	Less displacement 
	2.61
	3.92

	Net direct FTEs
	23.49
	22.18

	Plus supplier multiplier (indirect)
	3.52
	6.65

	Net indirect FTEs
	27.01
	28.83

	Plus multiplier (induced)
	4.05
	8.65

	Net attributable (indirect and induced) employment
	31.0
	37.5


Source: Revised SE Target Information dataset, December 2004 plus company face-to-face and telephone surveys, August/September 2004.

Net employment is estimated at approximately 31.0 FTEs at the local level and approximately 37.5 FTEs at the national/Scottish level - the difference is due to slightly higher multiplier factors at the national level.

Grossing up these figures to the sample as a whole provides an impact of:

· local SE Network level – 62.0 FTEs; and

· national/Scottish  level – 75.0 FTEs.

Company Survival 

Given that many businesses were in their early stage of development and growth a proxy figure for the number of new businesses surviving up to 18 and 36 months was derived from the length of time the business has worked with the Advisor.  Therefore, six new businesses have survived to eighteen months and one to over three years.  However, these figures need to be used with care, as the survival of these companies cannot be wholly attributable to assistance from the BBAS Advisor.

Companies and Non-PoC Projects:

Although it was difficult for respondents to quantify benefits to date, eight out of fourteen company/project respondents were able to provide qualitative evidence of positive outcomes and benefits that had already accrued further to BBAS support.  Comments received included:

· the ability for companies/non-PoC projects to identify potential contacts and networking opportunities in the Scottish commercial and financial markets further to support received by the BBAS Advisors;

· the guidance and support delivered by the BBAS Advisors highlighted the importance of using a business plan as a practical working document to monitor specific achievements thus providing tangible evidence in order to attract potential investment finance;

· the advice gained from the BBAS Advisors highlighted other potential ways of funding for companies to consider, such as equity finance through floating the company on the stock exchange; and

· the advisory support resulted in an increased understanding for many company and project staff on the potential issues and concerns that could confront life science projects throughout the commercialisation process.

PoC Projects:

Four out of five respondent Principal Investigators were able to provide qualitative evidence on the outcomes and benefits realised to date further to advisory support.  These are as follows:

· the ability for PoC projects to identify other potential contacts and networking and collaborative opportunities in the Scottish commercial and financial markets further to support received by the BBAS Advisors;

· the guidance and support received through the BBAS Advisors resulted in a clearer understanding of the route to commercialisation, particularly with regard to the importance of sound business planning in order to secure venture capital funding;

· the ability for the Principal Investigators to refine their commercial idea through discussions with the BBAS Advisors; and

· the input and assistance received from the BBAS Advisors helped many of the Principal Investigators to meet all necessary PoC funding conditions with respect to market analysis and business planning activities.  One project went on to secure second stage PoC funding as a consequence of advisory assistance.
expected future qualitative benefits/outcomes

Companies and Non-PoC Projects:

Fewer respondents (just over one-third) provided evidence on anticipated future outcomes and benefits – again these were qualitative in nature: 
· companies/non-PoC projects highlighted that as a result of the business advice received they now felt able to undertake good practice business planning, such as defining objectives, targets and milestones, to attract further investment from existing investors and to raise development funding in general, such as a bank loan for small firms; and

· it was hoped that through the adoption of such sound business principles and practice the company would realise its future growth potential with the achievement of increased sales and profit margins.

PoC Projects:

Four respondent PoC project staff were able to provide evidence on the expected project outcomes and benefits, as outlined below: 

· the ability to secure additional funding over the longer-term; and

· one PoC project respondent hoped that further to the advice received they would be able to market launch their product in one year’s time.

2.4.7 Strengths and Weaknesses

The following strengths were identified by all respondent companies/projects, including PoC projects:

· without such a service company/project staff would still need the same level of support but would have to rely on a more piecemeal use of external, often expensive, consultancy services; and
· the iterative process in which the Advisor takes company/project through, where key milestones can be identified and realised.  This approach has helped to provide credibility with potential funding bodies and venture capitalists.
The overall weaknesses of the BBAS were highlighted as:

· the BBAS Advisors not being proactive enough – deemed to be very reactive in their approach to companies/projects; 
· limited follow-up and aftercare activities; and

· the lack of clarity and continuity with regard to the ongoing relationship with, and roles and responsibilities of, the BBAS Advisor.

2.4.8 Areas for Future Development

The principal areas for future development are outlined below:

· the use of case studies to promote the level and type of support available at the different stages of the lifecycle of a biotechnology project/company  – at present the approach is reactive and often fragmented; 
· BBAS Advisors and LEC Account Managers to establish service level agreements with companies on a project-by-project basis to ensure that the roles and responsibilities of the Advisors, LEC Account Managers and company/project staff are understood at the outset.  This should assist in managing client expectations and the ongoing longer-term relationships with regard to follow-up and aftercare activities; and
· extend the pool of Advisors to incorporate a broader range of life science skill sets, such as the development process and knowledge of the commercial markets with regard to medical devices.

conclusions and recommendations

2.5 introduction

This Chapter draws on the various elements of the consultation and fieldwork programmes to present a brief set of conclusions and a list of suggested recommendations.  These findings were supplemented by the outcome from the SE Network Option Development Workshop
, which provided a mechanism for a collective view and agreement on the future design, development and delivery of the BBAS. 

The conclusions and recommendations are organised around the objectives of the study, which in summary were to:

· gather evidence to be used to determine the success, or otherwise, of the BBAS project to date; and 

· use this evidence to determine if the BBAS should be extended and if so, recommend what changes, if any should be made.

2.6 conclusions

2.6.1 The Success of the BBAS

Overall the quality of the service delivered by the BBAS was rated highly by 74% of companies and projects (both PoC and non-PoC) that participated in this interim evaluation.  Furthermore, the range of services offered by the current BBAS Advisors was scored highly by 78% of all respondent company/project staff.

The BBAS has exceeded both its physical output ERDF targets as follows:

· total number of instances of advice to new businesses: 47 achieved with an original target of 34, namely 138% of target; and

· total number of instances of advice to existing businesses: 19 achieved with an original target of 9, namely 211% of target.

However, with regard to the intermediate ERDF results, in the main client companies/projects are still in the very early stages of their development, with data only available for five out of the ten target areas.  

The weaknesses of the BBAS are mainly with regard to:

· an over-stretched workload for the three current 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.

2.6.2 The Future of the BBAS 

In general, the findings of this study suggest that the BBAS should be maintained to continue to address the market-based constraints, such as the lack of appropriate business skills and expertise, faced by biotechnology businesses and projects with commercial potential.  Furthermore, it is also clear from the evidence presented in this study that the BBAS needs to be extended and enhanced to address the weaknesses of the current service provision. 

2.7 recommendations

Further to the conclusions presented above, the following recommendations are suggested for consideration and implementation with respect to the future delivery and development of the BBAS:

	Recommendation 1

It is recommended that the BBAS is retained but its scope expanded. 


The specific changes required in order to address the issues outlined in this review are captured in the subsequent recommendations.

There tended to be a mixed response to what the BBAS actual is and whether it was being driven by the public sector or private sector.  The limited awareness of the service as a brand, rather than the name of an individual Advisor, was particularly pertinent through discussions with the private sector venture capitalists (including those that were contacted but did not wish to be interviewed as they felt they had limited knowledge of the service).

	Recommendation 2: 

It is recommended that greater focus is given to the branding and promotion of the BBAS through the LEC Account Management system, in appropriate SE Network publications accessible to relevant companies and on the SE Network website.  It is suggested that case studies are used to promote the level and type of support available at the different stages of the lifecycle of a biotechnology company/project.


In general, across the different categories and type of respondents interviewed during this study, it was evident that one of the key weaknesses of the current BBAS support provision was the lack of clarity with regard to the roles and responsibilities for all parties.

	Recommendation 3:

It is recommended that the roles and responsibilities of LEC Account Managers, BBAS Advisors, Company and Project (PoC and non-PoC) staff are understood at the outset thus managing client expectations and the frequency and level of ongoing support and relationship building with regard to follow-up and aftercare activities. 

Therefore, it is recommended that BBAS Advisors and LEC Account Managers establish service level agreements with companies on a project-by-project basis.  To promote transparency and openness, a component part of this service level agreement should allow for the BBAS Advisors to disclose all business interests to ensure there is no conflict of interest, thus managing risks (such as the reputational risk for the SE Network).


It is recognised that the current complement of three BBAS Advisors in over-stretched.  In particular, there is a need to create a pool of Advisors to cover a wider range of disciplines and specialist skills sets required for the life sciences sector (such as in the area of medical devices).  Furthermore, these Advisors must be able to address the specific business development requirements of biotechnology companies and in a more proactive, rather than reactive, manner.  

	Recommendation 4:
It is recommended that a pool of six core BBAS Advisors are employed to cover a broader range of disciplines within the life sciences.  


It is also anticipated that increasing the number of Advisors will help to eradicate any perceptions of impartiality and distrust for company/project staff.

	Recommendation 5:

It is suggested that BBAS Advisors are chosen with regard to their expertise in the life sciences and their business acumen.  It is anticipated that a matrix such as that outlined below is incorporate within the Advisor application form to indicate their areas of specialism simply and clearly.  For example, the matrix shows that this particular individual has real experience in project management and the commercialisation process for medical devices coupled by marketing experience in therapeutics.

BBAS Advisor Life Science and Business Development Expertise

Life Science Expertise

Business Acumen

Project Management

Funding Sources

Commercialisation Process

Marketing

Regulatory Environment

Medical Devices

(
(
Diagnostics

Therapeutics

(
Laboratory equipment

Service Sector

 


Detailed consideration will need to be given to the resource requirements and the availability of resources both in terms of funding an expansion in the service offering, but also in terms of finding appropriate people with the level of skills sets necessary to become a BBAS Advisor.

	Recommendation 6:

It is suggested that European Structural Funds could be a potential source of future funding for the BBAS given its focus on training and mentoring.  However, it should also be noted that given the latest substantial increase in membership to the Europe Union the ability to secure such funding is becoming increasingly competitive.


Finally it is imperative that the revised BBAS meets clients’ needs and adds value.

	Recommendation 7:

It is recommended that during the first year of operation the LEC Account Managers and the Advisors monitor the expanded and revised BBAS closely to ensure its continued success.


Appendix A: criteria for support through bbas

Organisations eligible to benefit from BBAS support are as follows:

Sector:


Life science companies

Status:


Pre-start, start-up and early stage companies

Other criteria:

Incomplete or inexperienced management teams

SME criteria:
Have less than 250 employees and have either, an annual turnover not exceeding £25,000,000 or an annual balance sheet not exceeding £16,875,000. 


Where it is not owned as to 25% or more of the capital voting rights by one enterprise, or jointly by several enterprises, falling outside the definition of an SME or a small enterprise, whichever may apply.


In calculating the thresholds referred to, it is necessary to cumulate the relevant figures for the beneficiary enterprise and for all the enterprises that it directly or indirectly controls through possession of 25% or more of the capital or of the voting rights.


The turnover and balance sheet thresholds are those of the last approved 12-month accounting period.  In the case of newly established enterprises whose accounts have not yet been approved, the thresholds to apply shall be derived for a reliable estimate made in course of the financial year.


appendix B: other support programmes

Enterprise Fellowships

The Enterprise Fellowship programme, funded by SE and delivered by the Royal Society of Edinburgh, helps university or research institute researchers to develop spin-out companies to commercialise their work.  In particular the Fellowship programme provides:

· a year’s salary for the researcher to develop their idea;

· business development training, such as business planning in order to take the idea forward; and

· access to networks of mentors, business experts and professional Advisors.  

scottish co-investment fund

The Scottish Co-Investment Fund, set up in 2002, is a £45 million early stage investment fund that works with a range of private sector partners making investments in Scottish companies up to £500,000 of public money with at least an equal amount of private sector capital.  The private sector partners identify, negotiate and manage all the deals.  In the first nine months the fund committed £2.5 million and levered £8.2 million from the private sector.  At current leverage rates the fund will support nearly £150 million of new investment in Scotland.

business GATEWAY

The Business Gateway service run by the SE Network, the Scottish Executive, local councils and other partners provides free advice and support to anyone running a business.  The Business Gateway provides advice on basic business skills such as the management of sales, marketing, planning and finance coupled with people and problem-solving skills.  This can be accessed through direct discussions with a Business Gateway Advisor and/or a plethora of factsheet information available at the Business Gateway offices through each SE LEC area and on the Business Gateway website.

business growth fund

Since its launch in August 2002 the Business Growth Fund (BGF) funded by the SE Network has invested loans totalling over £9 million in some 120 companies.  The fund has become established as a significant support to ambitious young companies and smaller enterprises in Scotland.

The fund is designed to improve the availability of finance and investment for small start-up and growing companies in Scotland.  It provides loans and equity investments between £20,000 and £100,000 to businesses from a wide range of sectors and industries – priority is given to businesses that can demonstrate a high potential for growth in terms of products, markets and employment.  Investment criteria include:

· the nature, age and stage of the business;

· management skills;

· potential for innovation and growth;

· availability of other funding; and

· use of the funding.

smart: scotland

SMART funding is intended to help small businesses to improve their competitiveness by developing new, highly innovative and commercially viable products or processes to the benefit of the Scottish economy.   This funding is available to businesses with less than 50 employees to contribute 75% of the cost of carrying out a technical and commercial feasibility study lasting between half a year and 18 months.  The maximum award is £50,000.

business angel finance

Business Angel investment is the most significant source of external equity finance for young companies, representing a pool of up to £25 million available throughout Scotland.  About 75% of this money is invested in businesses at an early stage of development.

Business Angels are more likely to strike straightforward deals rather than rely on complex appraisal or due diligence, usually in straight equity, and they tend to stay with their investments longer.  This makes Angels an attractive option for businesses requiring a relatively substantial injection of equity finance such as many within the biotechnology industry.

link

LINK focuses on areas of strategic importance for the future of the national (UK) economy.  It encourages innovative research well ahead of the market but with good potential for eventual commercial exploitation.  It offers opportunities for business and academia to develop partnerships, which often continue long after the project has finish, to acquire knowledge and develop new technologies together, which help to shape the future.  Businesses of any size and research organisations based in the UK can participate, as long as each project involves at least one business and one research base organisation.   Government provides up to 50% funding for Core Research projects, 75% funding for Feasibility Studies, and 25% for nearer market Development projects, with the balance of support coming from business.  The tendency is for the majority of funding to be directed to supporting Core Research projects.

The connect network

The Connect Network has been in existence for more than eight years with the aim to nurture the creation, development and growth of technology enterprise throughout Scotland.  The network provides access to a vast pool of resources and skills focused specifically on helping young, innovative technology companies to become “investor ready” to develop their ideas and to grow their businesses.

appendix c: se network target information

Table C1 depicts the investment in respondent companies/projects, plus those identified as having significant levels of support during the consultation programme.  This information is recorded by the BBAS Advisors on an ongoing basis and reported monthly to the SE Network.

	Table C1: Investments in companies/projects*

	Investments
	Pre Jun 02
	
	Jun 02 to May 03
	Jun 03 to May 04
	Jun 04 to May 05
	Total Investment

	Eligible area
	500,000
	
	799,000
	510,800
	745,466
	2,055,266

	Non-eligible area
	0
	
	1,300,000
	3,034,600
	5,592,750
	9,927,350

	Total investments
	500,000
	
	2,099,000
	3,545,400
	6,338,216
	11,982,616


Source: Revised SE Target Information dataset, December 2004. 

*Note: The companies and projects includes those that participated in the study surveys plus those companies highlighted as having significant levels of support, but were not able to participate within the study fieldwork timescale.

No data was available as to the level of private or public sector investment, so we have assumed a 60% to 40% split respectively, as shown in Table C2 below. 

	Table C2: private and public Investments in companies/projects*

	Investments
	Pre June 2002
	
	Jun 02 to May 03
	Jun 03 to May 04
	Jun 04 to May 05

	Eligible area
	500,000
	
	799,000
	510,800
	745,466

	 - private
	300,000
	
	479,400
	306,480
	447,280

	 - public
	200,000
	
	319,600
	204,320
	298,186

	Non-eligible area
	0
	
	1,300,000
	3,034,600
	5,592,750

	 - private
	0
	
	780,000
	1,820,760
	3,355,650

	 - public
	0
	
	520,000
	1,213,840
	2,237,100

	Total investments
	500,000
	
	2,099,000
	3,545,400
	6,338,216


Source: Revised SE Target Information dataset, December 2004. 

*Note: The companies and projects includes those that participated in the study surveys plus those companies highlighted as having significant levels of support, but were not able to participate within the study fieldwork timescale.

Therefore the total private sector investment to-date over the duration of the BBAS is £1,233,160 in the eligible ERDF area.  The leverage ratio which captures the total level of private investment to public spend is estimated at 1:5 (i.e. £255,592 (see Table 2.2 in the main report) to £1,233,160. 

APPENDIX D: DERIVATION OF NET IMPACTS

ADDITIONALITY

Non-additionality is traditionally understood to be the proportion of gross direct sales/jobs impacts that would have been expected to occur even if the company/project had not been a beneficiary of the BBAS.  This was assessed by asking questions regarding the influence of the business advice and support on:    

· the generation of sales and employment which would have occurred in the absence of support through the BBAS;

· if such support had not been available, what action would the company/project have taken;

· timing of any reported changes in the absence of BBAS support; 

· quality and scale additionality; and

· any other impacts upon reported business/project performance.

Respondent companies/project were assessed according to a hierarchy of additionality factors:

· absolute additionality: where all gross direct impacts are additional, was taken to apply where none of the sales or employment outputs (where identified) would have occurred, in the absence of the BBAS.

Where there was no evidence of absolute additionality we made allowance for:

· time additionality: where support and advice enabled the reported changes to happen sooner.  Adopting the assumption that a project has at least a 10-year life, we allocated 10% additionality for every year for which the reported changes were brought forward.  

· scale additionality: where assistance through the BBAS had a positive influence on the degree of business development activities and practices adopted; and

· quality additionality: where support resulted in the provision of higher quality biotechnology business advice than could be accessed elsewhere.  

As highlighted in Table 3.14 in the main report, it is clear that the support, and other appropriate assistance provided through the service was perceived as partially additional for eight respondents (50%) in terms of time and quality.  Six respondent companies (40%) reported that the project would have gone ahead anyway, but did comment that input from the BBAS Advisors helped them to retain a focus on the pertinent issues to be addressed.

Absolute additionality was evident for two respondents (12.5%) who would not have advanced their project without the support delivered through the BBAS.

The study findings suggest that in the main projects were advanced by six months, which accounts for 5% additionality for each of the four companies concerned.  Therefore, coupled with the above results, we have assumed a 60% additionality factor is appropriate with respect to assistance via the BBAS.

DISPLACEMENT 

Our investigation of displacement considered those factors that would dilute the gross impact of any increase in business activity.  It included collecting information on a variety of areas, including:

· access to similar support elsewhere; and

· whether that support originated from the public or private sector.

competitors

Displacement was assessed according to the following factors:

· high displacement:  where the company/project could access a similar quality of business development support locally and where there was a high level of local competition in the delivery of such services, a displacement range of 70%-90% would be assumed;

· medium displacement: where the company/project had limited access to a similar quality of business development support at the Scottish level, a displacement range of 40%-60% would be assumed; and

· low displacement:  where BBAS was the only source of biotechnology company/project business advice, a displacement range of 10%-30% would be assumed.

Therefore further to the evidence outlined in the above tables for the purpose of this interim evaluation, we assumed the displacement factors to be very low, approximately 10% at the local LEC level and 15% at the Scottish level.

LINKAGES AND MULTIPLIER EFFECTS
Linkages refer to the indirect employment impact generated by the purchase of goods and services by businesses in receipt of support through the BBAS.  Multiplier effects refer to the induced employment generated by the consumption expenditures of those directly and indirectly employed by these businesses/projects.  Adhering to SE Network good practice advice, as outlined in the Project Development Guidance materials we have assumed these to be:

· 1.15 for both linkages and multiplier effects at the local level; and

· 1.30 for both linkages and multiplier effects at the Scottish level.
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� SE Ayrshire, SE Dunbartonshire and SE Glasgow


� ‘Review of Biotechnology Business Advisers Project’, EKOS Limited, October 2001


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


� The LECs which comprise the West of Scotland Objective 2 area are: SE Ayrshire, SE Dunbartonshire, SE Glasgow, SE Lanarkshire and SE Renfrewshire.


� A total of 10 responses attained out of a possible 20 companies within the eligible West of Scotland Objective 2 area.


� The Option Development Workshop was attended by representatives from: the SE Biotechnology Group, SE Edinburgh and Lothian, SE Glasgow, SE Grampian, SE Lanarkshire, SE Tayside, the Manager of the PoC Fund and the SE Network Life Sciences Cluster Team Leader.
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