Chapter one

Introduction

Introduction

1.1 This report presents the findings of an evaluation of the Business Growth Initiative undertaken between December 2004 and March 2005. The assignment was undertaken on behalf of Scottish Enterprise Lanarkshire.

1.2 The report comprises five chapters:  

 Chapter two summarises the BGI;

 Chapter three covers the results of consultations;

 Chapter four sets out the survey findings; and 

 Chapter five covers our conclusions and recommendations.

Methodology

1.3 The project was divided into 5 stages:

 Population structure and sampling;

 Data-gathering design;

 Data-gathering;

 Analysis; and

 Reporting.

Population structure and sampling

1.4 A total of 149 firms had been supported through SEL (maxi BGIs) and a further 88 firms through the Business Gateway (mini BGIs) since 2001. To have 85% confidence in the results required data from a minimum of 40 firms and it was agreed that 27 should be randomly selected from the maxi BGI and 15 from the mini BGI populations.  This selection was designed to as closely represent the population as possible on four criteria: 

 Whether the firm was account or client managed;

 The number of times BGI support had been given to a firm;

 The year of the first support; and

 The sector.  

1.5 Stratifying the population data by sector using the top 9 SIC codes was considered but did not adequately represent the Lanarkshire spectrum of firms.  Accordingly, SEL devised their own sector labels and assigned one to each of the supported firms.  Table 1.1 and 1.2 below show the population of 149 firms for maxi BGIs and Table 1.3 and 1.4 show the population for the mini BGIs. Being delivered exclusively by the Business Gateway note that there is no Client Managed vs Account Managed criterion for the mini BGI. 

	Table 1.1 – Maxi BGI Population
	
	

	
	Number
	Percentage

	Account or Client Managed Companies
	
	

	Client managed
	27
	18%

	Account managed
	122
	82%

	
	
	

	Number of BGI projects supported (since 2001)
	
	

	1
	66
	44%

	2
	49
	33%

	3
	26
	17.5%

	4
	7
	5%

	5
	1
	10.5%

	
	
	

	Year of first BGI project
	
	

	2001-2002
	59
	39.5%

	2002-2003
	53
	35.5%

	2003-2004
	37
	25%

	
	
	

	Sector
	
	

	Chemical & Allied Industries
	11
	7%

	Electronic & Electrical Engineering
	27
	18%

	Food, Drink & Tobacco
	23
	15.5%

	Mechanical Engineering
	25
	17%

	Other Manufacturing Industries
	28
	19%

	Other Service Industries
	16
	11%

	Paper & Printing
	8
	5.5%

	Textiles
	7
	4.7%

	Software & Multimedia
	4
	2.5%


	Table 1.2 – Maxi BGI Population
	Management
	Number of supports

	Sector
	Client
	Account
	2001-2
	2002-3
	2003-4

	Chemical & Allied Industries
	1
	10
	7
	5
	4

	Electronic & Electrical Engineering
	3
	24
	8
	12
	18

	Food, Drink & Tobacco
	0
	23
	13
	13
	15

	Mechanical Engineering
	6
	19
	10
	14
	21

	Other Manufacturing Industries
	10
	18
	11
	13
	16

	Other Service Industries
	2
	15
	4
	8
	12

	Paper & Printing
	1
	7
	2
	4
	5

	Textiles
	4
	3
	7
	1
	1

	Software & Multimedia
	0
	4
	0
	3
	2


1.6 From the maxi BGI population, we randomly selected 60 firms (stratified by sector, number of supports, year of first support and whether Account or Client Managed) to approach (the ‘long list’) from which we would be able to involve 27 in face-to-face interviews.  By quantifying the difference between the population and the ‘long list’ on each criterion and iteratively choosing firms, we were able to arrive at an error-free ‘long list’.  Further inspection of the list by SEL identified six firms that could not be approached as for examples the firms had ceased trading or were experiencing difficult trading conditions at present.   As these could not be excluded from the population the population structure was unchanged.  Accordingly, to maintain the minimum error the second sample of 60 had 12 different firms from the first 60.  A further 2 firms were deemed by SE to be unapproachable (again for trading/sensitivity reasons) and we set up interviews with 27 of the remaining 58 firms. The choice of firms was somewhat restricted by the small numbers in some of the sectors.  For instance in Chemicals and Allied Industries there were no companies with less than 10 employees that could be included.  

1.7 The mini BGI population of 88 assisted firms had the structure as shown in Tables 1.3 and 1.4.  The same sampling technique was used to choose a ‘long list’ of 30 firms and 15 face-to-face interviews were arranged.

	Table 1.3 – Mini BGI Population
	
	

	
	Number
	Percentage

	Account or Client Managed
	
	

	Client managed
	not applicable
	

	Account managed
	not applicable
	

	
	
	

	Number of BGI projects supported (since 2001)
	
	

	1
	78
	89%

	>1
	10
	11%

	
	
	

	Year of first BGI project
	
	

	2002-2003
	33
	38%

	2003-2004
	24
	27%

	2004-2005
	31
	35%

	
	
	

	Sector
	
	

	Chemical & Allied Industries
	4
	5%

	Electronic & Electrical Engineering
	7
	9%

	Food, Drink & Tobacco
	0
	0%

	Mechanical Engineering
	10
	13%

	Other Manufacturing Industries
	23
	29%

	Other Service Industries
	21
	24%

	Paper & Printing
	0
	0%

	Textiles
	2
	3%

	Software & Multimedia
	11
	14%


	Table 1.4 – Mini BGI Population
	Number of supports

	Sector
	2002-03
	2003-04
	2004-05

	
	
	
	

	Chemical & Allied Industries
	3
	0
	1

	Electronic & Electrical Engineering
	1
	3
	4

	Food, Drink & Tobacco
	0
	0
	0

	Mechanical Engineering
	4
	2
	5

	Other Manufacturing Industries
	7
	9
	8

	Other Service Industries
	10
	8
	13

	Paper & Printing
	0
	0
	0

	Textiles
	2
	0
	0

	Software & Multimedia
	6
	2
	3


Data-gathering design

1.8 As the ‘best’ data would come from face-to-face interviews this was chosen as our preferred contact with the firms.  No telephone, postal or online questionnaires were required.

1.9 Four consultations with SEL staff were conducted as semi-structured stakeholder interviews using an aide-memoire to ensure all the required issues were covered. 

1.10 It was intended to interview six consultants who had been involved with BGI projects with firms in order to capture information on the perception of the programme by those contracted to deliver the technical support.  However, the first three interviews were not informative as the consultants were not able to comment on SEL performance in delivering the initiative or data relating to the impact of BGI on the firm. Accordingly, the final three interviews were abandoned.

1.11 In addition to evaluating the financial impact on firms and on the Scottish economy, we wanted to quantify changes in the firms’ attitudes and sophistication.  In consultation with SEL we modified a change management technique we had previously used called the Stride Matrix.  

1.12 The Stride Matrix assigns every aspect of a firm’s attitudes, methods, policies and culture under six headings, shown as rows in the matrix:

 Customers;

 Leadership;

 People;

 Facts;

 Processes; and

 Improvement.

1.13 As firms develop they may become more sophisticated (a very few start out that way).  Across this spectrum (for instance a typical corner shop at one end to Toyota or IBM at the other) it is possible to identify four stages of sophistication. Through the interview process we measured the change in the above noted row or rows that were most affected by the BGI project.  The Stride Matrix is shown below.

Data-gathering

1.14 Eleven of the companies on the maxi BGI ‘long list’ were chosen to pilot the questionnaire and a ‘warm up’ letter from SEL was sent at the start of December.  Six pilot interviews were undertaken.

1.15 Following the outcomes of these pilot interviews the questionnaire and Stride Matrix were reviewed and signed off.

1.16 The four stakeholder consultations were held on 20 December with:

 Andy Boyle – Business Manager, SEL;

 Steve Clifford – Senior Business Development Executive, SEL;

 Carole McCarthy – Director, Growing Business, SEL; and

 Robert Swinburne - Business Gateway Advisor.
1.17 A ‘warm up’ letter was then sent to the remaining firms indicating that O’Herlihy & Co. Ltd. may engage with them as part of the evaluation process

1.18 Once a date for the interviews had been arranged on the telephone with the firm, we inspected the files on that firm held by SEL and the BG.  BGI projects and other sources of grant assistance over this period were plotted on a timeline in order to aid understanding of the status of assistance given to each firm.

1.19 The maxi BGI interviews took place in January 2005 and the mini BGI interviews in January and February 2005.  All were held at the firms’ premises and lasted 40 minutes to 1 hour.  The interviewee was presented with an agenda and the timeline and the project to be discussed was agreed.  After the interview, the questionnaire was coded and the Stride Matrix scores assigned.

Analysis
1.20 All coded questionnaires were entered into a database. Numerical analysis was undertaken for all questions relating to the performance of the programme, consultant and the Stride Matrix, as well as the additionality and displacement measurements associated with the economic impact.  

1.21 These results were reviewed at a team meeting of O’Herlihy & Co. Ltd.’s consultants along with qualitative evidence associated with the approval process, recording of decisions and the experiences of the firms.

Reporting

1.22 The consulting team met each week to prepare a progress report to be sent to SEL detailing actions completed and actions arising.  

1.23 On 20 December 2004 a preliminary presentation was given to SEL covering issues that had arisen early on.  The findings were presented on 3 March 2005 to SEL and this report was delivered on 8 March 2005.  

Chapter two

The BGI Programme

1.24 BGI is part of the SE Strategic Objective of Growing Business with the objective to ‘Provide enhanced service to high potential companies’.

1.25 The purpose of BGI is to support Lanarkshire’s High and Medium impact companies to improve business performance through the development and implementation of strategic projects.  While the wording of the Board Papers from 2001 through to 2004 changes slightly, this is the consistent focus.  

1.26 Fitting with the key market failure ‘Information Deficiency and Risk Aversion’, BGI is designed to address is a) the inability of firms to take action even where they recognise a need and b) to change attitudes, transfer skills, and promote a culture of innovation and continuous improvement.  It is worth noting that over half of firms reported that their commitment to the areas addressed by their BGI project has increased and that over two-thirds reported a long term transfer of skills. Details are to be found in the section The BGI project in Chapter 4. 

1.27 The support is intended to be delivered through external specialists transferring skills and knowledge to firms. The consultant has often worked for the firm already or is recommended by another firm or the Account Manager (see Table 4.17).

1.28 In theory, the process for a BGI project is that the:

 Firm identifies an issue that they cannot tackle or fund themselves;

 Client or Account Manager offers BGI as a possible solution;

 Firm applies describing the project, the consultant, the total and eligible expenditure and quantifying the expected outcomes;

 Application is accompanied by an Action Plan;

 Client or Account Manager then seeks approval from SEL;

 Offer letter to the firm specifies the purpose of the grant, the amount of the award, the total expenditure expected on the project and the timescale;and

 Client or Account Manager files regular reports on progress and a final report on the actual outcomes.

1.29 BGI activity is supported by the European Regional Development Fund and SEL has been able to claim 33% to 48% of the total expenditure from ERDF (see Table 4.14 for details).

1.30 Firms that are eligible for support would satisfy the following criteria, that they:

 Have the attributes and potential to make a significant impact on the Lanarkshire economy;

 Demonstrate high growth or the potential to grow;

 Are willing to adopt the 14 Growing Business characteristics;

 Are willing to embrace innovation; and

 Have weaknesses that can be addressed or opportunities that can be exploited that are outwith the competencies of the firms’ existing resources.

1.31 The targets set by the Board Papers are shown in Table 2.1

	Table 2.1 – Board Paper targets 2001-2004

	Year
	Project spend
	Sales gained
	GDP gained
	New jobs
	Net jobs

	2001-2002
	£910K
	£9.9M
	£1.9M
	198
	94

	2002-2003
	£810K
	£8.8M
	£976K
	176
	84

	2003-2004
	£810K
	£8.8M
	£976K
	176
	84

	2004-2005
	£700K
	£7M
	N/A
	N/A
	N/A


1.32 During the four years covered by this report, other initiatives have been developed to address SEL’s specific strategic goals.  These have to some extent displaced the BGI programme  but it is intended to remain a flexible way of providing financial support to encourage action and to reduce the risk firms perceive in the changes they are contemplating.  Eligible firms are either Account or Client managed and so have been offered support at the same time as a BGI intervention and also in other projects before and after BGI grants.  Despite changes in the Board Paper, the actual emphasis of BGI has remained on implementation rather than diagnosis and this contributes to the difficulty of isolating the results of a BGI intervention. 

1.33 Appendix 1 provides a description of the variety of projects.  Most addressed customer  and market issues or process improvement (see Table 4.7).

1.34 The following chapter presents the results of the consultations.

Chapter three

Consultations

1.35 Four stakeholder consultations were held with individuals engaged in the delivery of BGI.  Three of these were with SEL personnel (at the directorate, managerial and operational levels), one was with a representative of the Business Gateway.

Scottish Enterprise Lanarkshire Personnel

Background & Selection of firms

1.36 Our consultations with SEL indicate that BGI recipients are mostly high impact companies.  BGI support is provided when the firm is attempting to engage an external consultant to undertake work on its behalf. The selection criteria are that the firm should be innovative, keen to grow and develop. However, the programme can be used to safeguard a company’s performance or to support a firm that is in trouble. In assessing cases, we were told that SEL takes care to ensure that the support remains within de minimus rules as set down by the European Commission.  

1.37 SEL recognises that some firms receive multiple support through BGI (more than one BGI grant in the lifetime of the Programme). This support is provided to Account and Client Managed firms to help them remain competitive and this is considered to justify  providing repeat funding to firms.  In certain cases, the consultee noted that the support to the local plant encouraged the parent to invest in the facility.

1.38 While there is confidence that the projects are having an influence, there is some uncertainty as to whether SEL is working with firms that offer high impact or the potential to grow.  As the firms that have been classified Account and Client Managed have an established, and in some cases relatively long-standing relationship with SEL, any change in the relationship (instigated by SEL) will have to be handled sensitively.  

In what ways does BGI contribute to SE/SEL’s higher level objectives?

1.39 The BGI fits within the Growing Business objectives and gives flexible support for strategic thinking.  There were mixed views expressed by those consulted as to whether BGI focused on offering firms a ‘diagnostic’ input or whether it helped with implementation.  On balance, the view was that it helped with implementation. However, there was a lack of clarity among consultees on its objectives, its positioning and the focus of its delivery (diagnostic support or implementation support).

Delivery

1.40 The principal anticipated outputs are usually either safeguarding turnover or safeguarding jobs.  It is seldom the case that new jobs are anticipated, though growth often does have this benefit. Occasionally, the BGI support can lead to capital investment that has the net effect of reducing the number of jobs.  In these cases, SEL has to weigh up the value of survival that increased efficiency brings.  

1.41 When considering a BGI project, it is the responsibility of the Account/Client Manager to review all the support the firm has received in the previous three years to ensure that EC de minimus rules on public support are not breached and that the grant is really necessary for the firm’s decision to proceed.

1.42 Each case is appraised on its merits. Where financial assistance has been provided previously, a project extension or expansion is acceptable, but the Account or Client Manager is expected to ensure that BGI funding is necessary for the project to proceed on the required scale and within the required timeframe.    The presence of repeat projects (see Table 1.1) does raise the question as to whether the percentage of assistance provided for subsequent projects could be reduced. We return to this issue in our Chapter ‘Conclusions and Recommendations’.

1.43 Companies welcome BGI support and it helps them engage external expertise to address a skills gap rather than trying to solve intransigent problems on their own.

Business Gateway

Background

1.44 The Business Gateway handles around 45 cases per annum.  Eligible cases are identified through Business Healthcheck or Business Development Reviews (BDR), of which about 70 are undertaken per annum.  When considering a potential case the Business Gateway looks for: 

 growth potential;

 medium impact (identified through a scoring matrix);

 aspiration within the business that it is wishing to grow/develop; and

 evidence of a barrier to growth that needs to be overcome.

1.45 The Gateway uses a Heathcheck comprising 20 questions which allows an overview assessment to be made on the firm's performance.  (A BDR is more detailed and covers specific areas in more depth).

Firms’ characteristics

1.46 There are three characteristics of the management team that need to be assessed:

 Is there a coherent strategy in place?;

 Are senior management engaged?; and

 Is there a top level management barrier or opportunity to be addressed (and can this be solved by implementation of the BGI project)?

1.47 The scope of the BGI projects is relatively broad ranging and covers:

 Management systems;

 Market entry strategy; and

 Marketing and Market analysis.

1.48 Circa one in five are projects with firms that have received BGI funding previously.  The Business Gateway checks that the firm is not coming back inappropriately (to fund the same project etc).  As at SEL, each project is independently assessed.

Project definition

1.49 A project definition is prepared for each firm. The Business Gateway Manager sees the outline proposals in draft format so will usually have filtered inappropriate projects fairly early on and before the firm has invested too much effort in pursuing public sector support.  That said, the Manager assesses the final submission in depth.  When reviewing the submission, the Manager appraises: 

 detailed content;

 timescale;

 the breakdown of costs and their link to project milestones;

 credentials (firm); and

 consultant C.V.s.  

1.50 The Manager also discusses with the client the detail of the project specification if there is anything confusing or inconsistent.

Consultants

1.51 In most cases, firms know the consultants. Business Gateway staff do not meet consultants as part of the assignment.  It is extremely rare for a problem to emerge with the consultants.  This view is borne out by the firms who on average gave consultants over 8 out of 10 for effectiveness and quality (Table 4.13).

Links

1.52 When a BGI project progresses to the Action Planning stage, there are links between the BGI project and other forms of Gateway support, principally to support for innovation, marketing, market entry and internationalisation.

Strengths and Weaknesses of BGI

1.53 It is particularly good when it is aligned to growth companies' needs and the structure of BGI allows interim claims to be linked to monitoring procedures.

1.54 The process is sound and straightforward.  If there are 'slow' claims, the Gateway will follow up on these - if appropriate they can ask for an extension to the timescale.  They will always test that the firm wants to finish the project - if not, they seek clear explanations as to why not.

1.55 In terms of weaknesses, none of the firms identified potential weaknesses of the Programme.  However, we would note the relatively high proportion of firms that have received BGI support for more than one project.  While the answers provided by firms would indicate clearly that there was little deadweight evident, we feel that the ‘expectation’ on many firms’ parts of on-going BGI support and the evidence that firms have had several projects funded increases the likelihood of deadweight becoming an issue in the future.  This is a potential weakness of the Programme.

External consultants

1.56 When preparing our proposal, we anticipated undertaking telephone consultations with six consultants engaged in the delivery of BGI.  The purpose of these consultations was to get feedback on the influence of the Programme and the input that was made by SEL or the Gateway.

1.57 Three consultations were undertaken.  However, the consultants had no contact with SEL or the Gateway and consequently could not give meaningful feedback on the Programme, its delivery, strategic fit with SEL’s other support mechanisms and their own part in the process.  Effectively, the funding provided through the Programme had been agreed in advance of the consultant being engaged.  Given this feedback and with approval of SEL it was not deemed worthwhile to undertake further interviews.

1.58 The following chapter presents the findings from the survey of all firms.

Chapter four

Survey findings and impact

Interview process

1.59 This chapter presents the findings of our review.  Prior to interviewing firms, the consulting team reviewed each firm’s case files to ascertain the nature of the project, the scale of the award, the number of awards made and to gather other information of relevance to the interview.  This proved a relatively time consuming process due to the size and inconsistent structure of each company’s files.  In addition, files tended to hold different types of information.

1.60 We make reference in our final chapter to the process of recording information on case appraisal.

Sample

1.61 The data below is presented for the sample as a whole and where possible, broken down according to the following classifications:

 A – Account Managed firms;

 B – Business Gateway firms; and

 C - Client Managed firms.

1.62 Our sample of 40 firms gives a 85% confidence level of the findings.

Project details

Project Start Date

1.63 The distribution of projects was balanced in terms of ‘project start date’ with the bulk of projects being supported in 2002 and 2003 (Table 4.1)

	Table 4.1 Distribution of Projects by Start Date
	
	
	
	

	
	A
	B
	C
	Total

	1999
	2
	-
	1
	3

	2000
	1
	-
	1
	2

	2001
	2
	1
	-
	3

	2002
	8
	2
	-
	10

	2003
	8
	3
	1
	12

	2004
	2
	5
	1
	8

	2005
	-
	2
	-
	2

	Total
	23
	13
	4
	40


Project scale

1.64 In terms of scale, the average grant provided by SEL is just over £10,000.  There is a notable difference between projects with Account and Client Managed firms and those with Business gateway cases. This difference is to be expected given the latter group’s smaller scale and potential impact on the economy. 

1.65 At 27%, the Gateway grants amount to a smaller proportion of the overall project cost than does SEL (37%). 

	Table 4.2 BGI Grant Profile
	
	

	
	Average BGI Grant
	Average project value

	Average BG
	£5,927
	£20,240

	Average Account & Client Managed
	£12,162
	£32,226

	Average Total Sample
	£10, 140
	£28, 338


Firm growth profile

1.66 We noted in our consultations in the previous chapter that BGI can be used for ‘growth’ firms and for those experiencing difficulty. When discussing trading performance with firms, around 50% exhibited ‘growth
’ at the time of interview (Table 4.3).   

	Table 4.3 Growth Profile of Sample
	
	
	
	

	
	Growing
	
	Not growing or Contracting
	

	Business Gateway
	16
	
	12
	

	Account & Client Managed
	6
	
	12
	

	Average Total Sample
	22
	
	24
	


1.67 This observation that around 50% of firms exhibit a positive growth profile suggests:

 SEL may wish to review the firms in its Account and Client Managed profiles; and

 The BGI programme is being used roughly equally to support firms that are growing and those that are sustaining or safeguarding employment.

1.68 We return to this issue in the following chapter when considering our conclusions & recommendations.

Employment 

1.69 The distribution of employment across the sample is presented in Table 4.4.

	Table 4.4 Employment Distribution

	Employment Band
	Number of Firms

	<25
	15 (37.5%)

	26-50
	8 (20%)

	51-100
	7 (17.5%)

	101-250
	6 (15%)

	250+
	4 (10%)

	Total Firms
	40 (100%)


1.70 The average employment was 80 while the median was 34.  Four firms employed more than 250 people, namely at 260, 284, 350, and 500 respectively.  

Turnover

1.71 The distribution of turnover is similar to that for employment (Table 4.4).

	Table 4.4 Turnover Distribution

	Turnover Band
	Number of Firms

	<£100,000
	1

	£100,001 - £500,000
	5

	£500,001 - £1M
	6

	£1M - £2.5M
	10

	£2.5M - £5M
	5

	£5M – £10M
	4

	£10M - £20M
	1

	£20M - £50M
	7

	£50M - £100M
	-

	£100M+
	1

	Total
	40


1.72 The firm citing turnover of less than £100,000 in fact refused to divulge their turnover.  Of the firms citing a turnover of more than £20 Million, the distribution was: £25M, £30M (2), £47.8M, and £137M. 

Current nature of activity

1.73 Table 4.5 below presents the distribution of firms by sector.  There is a strong engineering focus of the firms activities in the sample. Manufacturing and Mechanical Engineering are strongly represented as is Electrical engineering.  Overall, Engineering accounts for 65% of the sample. This may be due to the historical focus of SEL’s support to assist local firms to respond to restructuring of the industry and also due to Lanarkshire’s strong industrial heritage. 

1.74 Cases supported through the Business Gateway tend to have a higher proportion of Service based firms than would be suggested for the sample as a whole.

	Table 4.5 Sectoral Distribution of Sample
	Account type
	Total

	 
	A
	B
	C
	

	
	Other manufacturing industries
	5
	4
	2
	11

	 
	Mechanical engineering
	6
	1
	1
	8

	 
	Electronic and electrical engineering
	4
	2
	1
	7

	 
	Other service industries
	1
	4
	0
	5

	 
	Food, drink, tobacco
	2
	1
	0
	3

	 
	Textiles
	1
	0
	0
	1

	 
	Chemical and allied industries
	1
	0
	0
	1

	 
	Paper and printing
	1
	0
	0
	1

	 
	Software and multimedia
	2
	1
	0
	3

	Total
	23
	13
	4
	40


External support

Sourcing the consultant

1.75 Firms acquired leads to potential consultants from a number of sources.  The data in Table 4.6 suggest that there is no single source of consultants or route to engaging them.

	Table 4.6 How did you find the BGI consultant
	
	Account
	Type
	

	 
	A
	B
	C
	Total

	 
	Recommended by colleague/another firm
	6
	3
	2
	11

	
	Suggestions by SEL/BG
	4
	5
	0
	9

	 
	Already working with firm
	5
	1
	1
	7

	 
	Other
	4
	2
	0
	6

	 
	No Answer/No recall
	4
	2
	1
	7

	Total
	23
	13
	4
	40


Initial discussion with consultants

1.76 When undertaking our interviews with firms, we included a set of questions around the value of the initial discussions with the consultant.  This feedback suggests that these discussions contributed to the firm’s understand of the problem they were facing.  The influence of this discussion was positive in around 85% cases and can be broken down as follows:

 Very helpful in just under 50% of cases; and

 Helpful in a further 35% cases.

1.77 This finding would suggest that SEL should encourage firms to discuss the project in some depth with the consultant before agreeing to the final project design.  It also suggests that firms should not have a ‘fully closed’ view of what needs to be done and how it should be done – they should allow some scope to the consultant to shape the design and outcomes of the project.

The BGI project 

1.78 When discussing projects with firms, we classified the project area within one of six ‘areas of influence’ on the business, as detailed in Section 1.12 (Table 4.7).

	Table 4.7 – Focus of Consultants’ input
	
	
	
	
	

	
	
	A
	B
	C
	Total

	
	Customers
	6
	6
	1
	13

	 
	Processes
	8
	2
	2
	12

	 
	Leadership
	2
	2
	1
	5

	 
	People
	4
	1
	0
	5

	 
	Facts
	2
	1
	0
	3

	 
	Improvement
	1
	0
	0
	1

	 
	No Answer
	0
	1
	0
	1

	Total
	23
	13
	4
	40


1.79 There is a strong focus on consultancy inputs that provide assistance with both ‘customers’ and ‘business processes’.  A summary of all project types is presented in Appendix 1.

1.80 Firms were asked whether they set any targets in advance by which performance improvement might be measures.  Their response indicates that  50% of firms did not set targets for the consultant to achieve (Table 4.8), the majority of this occurring with Account Managed firms.  Review of the projects (as set out in Appendix 1) indicates that a significant proportion were ‘process’ or ‘systems’ projects.  The firms had a target area or activity in their mind for the improvement in performance but tended not have a clearly formed view of how this would translate to a performance improvement.  We return to this issue in our conclusions

	Table 4.8  Were any targets set for the outcome of the project
	
	
	
	

	
	A
	B
	C
	Total

	
	Yes
	6
	6
	1
	13

	 
	No
	12
	5
	3
	20

	 
	No Answer
	5
	2
	0
	7

	Total
	23
	13
	4
	40


1.81 Our survey included questions on the time invested by both the consultant and the firm.  Two key findings emerged from our discussions around these points.  First, interviewees tended not have a feel for the scale of the consultant’s input other than that it was ‘considerable’ or ‘a lot’.

1.82 When it came to considering the input by employees in the business, the use of man days was not a concept with which they were comfortable.  However, from our conversations, it was clear that in proportion to the time invested by the consultant, firms felt that they invested either a similar or much larger amount of time (Tables 4.9 and 4.10).

	Table 4.9  How many consultant days were invested
	
	
	
	

	
	A
	B
	C
	Total

	
	Not Known
	13
	4
	3
	20

	 
	<10
	2
	4
	0
	6

	 
	10-19
	4
	2
	1
	7

	 
	20-39
	2
	1
	0
	3

	 
	40-99
	1
	1
	0
	2

	 
	100+
	1
	1
	0
	2

	Total
	23
	13
	4
	40


	Table 4.10 How many firm days were invested
	
	
	
	

	
	A
	B
	C
	Total

	
	Not Known
	16
	2
	3
	21

	 
	<10
	2
	3
	0
	5

	 
	10-19
	0
	2
	0
	2

	 
	20-49
	2
	3
	0
	5

	 
	50-100
	0
	3
	0
	3

	 
	101-200
	2
	0
	0
	2

	 
	200+
	1
	0
	0
	1

	Total
	23
	13
	4
	40


1.83 Firms considered that the time the consultants invested was sufficient.  Firms also considered that the consultant had the correct range of skills:

 Firms input was sufficient – 34 said ‘yes’ (85%)

 Consultants input was sufficient – 35 firms said ‘yes’  (87.5%)

 Consultants had the correct range of skills – 36 said ‘yes’ (90%) while those who did not answer the question did not provide a view or had not worked directly with the consultant so were not prepared to comment.

1.84 Just over half (55%) of the firms indicated that their commitment to the project area had increased as a result of the BGI project.  This was particularly so for Account and Client Managed firms (Table 4.11). This is a positive finding and demonstrates commitment to the project and their relative importance to these firms.  Those firms whose commitment did not increase typically were committed to the project at the outset and maintained this commitment throughout its duration.

	Table 4.11 Change in firms’ commitment to project
	
	
	
	

	 
	A
	B
	C
	

	
	Increased
	15
	4
	3
	22

	 
	Stayed same
	7
	8
	1
	16

	 
	Not Answered
	1
	1
	0
	2

	Total
	23
	13
	4
	40


1.85 Seventy per cent (70%) of firms indicated that they had acquired skills from the consultant that enabled them to sustain the professional expertise invested by the consultant during the project. 

	Table 4.12 Consultants’ skills transfer
	
	
	
	

	 
	A
	B
	C
	Total

	
	Yes
	17
	9
	2
	28

	 
	No
	4
	2
	2
	8

	 
	Not answered
	2
	2
	0
	4

	Total
	23
	13
	4
	40


The consultants

1.86 Firms were asked to rate their satisfaction with the consultants’ input. Three criteria were assessed:

 The effectiveness of the consultant;

 The quality of the consultant; and

 The scope of the consultants’ input – here we were looking to assess whether the scope of the input was too narrow or too broad

 Whether the consultant had the right blend of skills

 Whether the consultant needed to be flexible.

1.87 When rating performance a ten point scale was used. For ‘effectiveness’ and ‘quality assessments’ a score of 1 denotes very poor and 10 excellent.  Alternatively, for the assessment of the ‘project’s scope’, the optimal score would be 5, with scores nearer 1 indicating that the scope was too narrow and a score nearer 10 indicating it was too broad.

1.88 The findings are presented in Table 4.13 below with the shaded areas representing optimal scores.  These indicate that satisfaction rating are high (for both effectiveness and quality) and that the scope of the projects is broadly correct. 

1.89 The firms were very positive regarding the skills of the consultant.  Where no specific comment was made on the skills/competencies of the consultant, the other feedback was positive.  With regard to the need for the consultants to be flexible, the ranking is slightly different to that of the questions regarding quality, effectiveness and scope.  With flexibility, a score of “1” indicates that it was “not at all important” for the consultant to be flexible while a score of “10” implies that it was very important. The median score was “6” suggesting that firms considered that it consultants should be relatively flexible.  

	Table 4.13  Satisfaction with Consultants

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	Av

	Quality
	-
	-
	-
	-
	2
	-
	5
	11
	9
	9
	8.4

	Effectiveness
	-
	-
	-
	-
	1
	-
	6
	15
	6
	8
	8.3

	Scope
	-
	-
	3
	2
	29
	1
	1
	1
	-
	-
	-

	Importance of Flexibility*
	4
	2
	-
	-
	3
	6
	2
	4
	-
	3
	5.3



* Base for these answers = 23

1.90 We have listed below the comments made by firms to describe the project outcomes: 

 Business plan helped to identify services for a new product after marketing had established demand;

 Combined business plan & e-commerce project that led to greater visibility in market and increased profile;

 Increased profit 15% to 25%;

 Enabled company to market product;

 Encouraged change, had impact on productivity & efficiency, led to reduction in employment;

 Implemented sales strategy, safeguarded existing jobs, created new jobs, through targeting correct sectors;

 Improved communication;

 Increased operational efficiency and profit, increased customer base and high level of customer retention;

 Increased turnover, increased employment, diversification of market;

 More efficient, better stock control;

 Project has enabled procedure to be put in place for all company and new recruits;

 Provided training, developed team culture among manufacturing staff;

 Set up Quality System, enabled director to concentrate effort on winning contracts which was vital at that stage of company development;

 Significantly reduced time to process information, increased accuracy, efficiency and professionalism; and

 Website up and running, attracting new customers who are able to buy online.  Customers opened accounts.

Relationship with SEL

1.91 Firms were asked to discuss their relationship with SEL. Firms were asked to use a similar scale to that used when rating the consultants’ input (namely 1 = ‘very poor’ and 10 = ‘excellent’). Based on the feedback, the firms rate the input of the advisors’ support  highly:

 The average is 7.7

 The median score is 8

 The mode is 10

 Scores ranged from 1 to 10.

1.92 Overall, these data suggest that firms rated the SEL inputs highly.

Impact

1.93 The process of mapping expenditure to net impacts is presented in a number of UK Governmental documents, most notably the HM Treasury ‘Green Book’
. When designing our approach and when completing our analysis, we have followed its broad principles. We have depicted the logic of our calculations in Figure 4.1 below.
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Programme expenditure

1.94 The total expenditure (exclusive of staff and administration costs) over the four years covered by the evaluation was established is £3,230,000.  This can be broken down as follows:

	Table 4.14 Programme Expenditure 

	
	SEL
	ERDF
	Total

	2001/2
	£562,500
	£347,500
	£910,000

	2002/3
	£419,200
	£390,800
	£810,000

	2003/4
	£500,650
	£309,350
	£810,000

	2004/5
	£486,000
	£214,000
	£700,000

	Total
	£1,968,350
	£1,261,650
	£3,230,000


1.95 This expenditure should be viewed as being the money that is required to be invested by SEL in order to achieve the programme’s objectives.  By spending this money, SEL supports the companies by contributing to services delivered to firms, that, ultimately, lead to an improvement in performance.

Gross outputs

1.96 There are four broadly defined "outputs" that were assessed as part of the evaluation:

 increases in sales turnover;

 increases in profitability;

 decreases in cost (not accounted for by the measurement of profit increases above); and

 protection of or increases in employment.

1.97 When conducting the interviews, we tended to find that firms measured the success of the project in different ways, with their approach reflecting their use of management information more generally.  For example, while two very similar projects might be implemented, one firm may cite the benefit to performance in terms of a sales increase while the other may record it as a reduction in cost or increased profit.  Some firms may be able to cite improvement in both areas.

1.98 Therefore, in our presentation of quantitative performance improvement below we present data for increases in sales, increases in profit, and reduction in cost (not accounted for by the profit increase) in addition to increases in employment.

1.99 Gross sales impact to date for the sample amounts to £7.54 million with a figure of £11.5 million projected for a point at two years from commencement of the project.  Other statistical information relating to the sample include:

 Lowest impact recorded - £0 to date and £0 for two years time (2007);

 Highest impact recorded - £3Mn to date and £2.8 Mn in two years time (2007);

 Mean – £188,500 to date and £288,750 in two years time (2007); and

 The median was zero for the sample as no quantitative impact was put forward by the majority of the firms – of the firms that did identify an impact (14 to date and 17 for the future), the median was £200,00 among those identifying an impact to date and £300,000 for the future ( 2007).

1.100  However as described graphically in Figure 4.1, these data must be adjusted to take account of:

 Additionality is the extent to which the BGI input encouraged the firm:

 To take an action it would not otherwise have taken

 To bring forward in time an action that it was considering

 To undertake an action on a larger scale or better quality;

 Displacement is where the benefits derived were at the expense of other Scotland based  firms operating in similar markets; and  

 Multiplier effects can be derived in two ways, through enhanced spending power (income) and secondary benefits to suppliers (sales) – we use published multipliers for these calculations (Scottish Executive, 2003 based on 2001 data).

1.101 These adjustments are analysed on a case by case basis using the responses of each interviewee. Additionality is calculated at two levels.  The first relates to whether the firm would have proceeded with the BGI project at the same time and on the same scale.  The second relates to the impact benefit derived by the firm as a result of the project.  From experience, projects of this kind often make a contribution to the overall change in performance (sales, employment, profit etc.) so it is not appropriate to attribute all of this impact to the project.  Where there has been a partial impact, the overall additionality is calculated as the product of the additionality associated with the project and that associated with the positive change on sales, profit, cost or employment.   

Additionality 

1.102 The higher the level of additionality, the more influential the programme and the more benefit derived by the firms that receive support.  When assessing additionality, we assume:

 If the firm takes action it would not have undertaken otherwise, additionality is ‘full’ and the benefits that result are 100% attributable to BGI;

 If the firm brings forward an action in time, that additionality is 33% for each year advanced – thus if the firm brings an action forward three years, this is equivalent to full additionality;

 If the firm takes action on a larger scale, then the additionality is equivalent to the proportionate difference in scale (e.g. the BGI project is 25% larger than a project the firm was going to undertake, then additionality is 25%); and

 If the firm would have undertaken the same action within the same timeframe and on the same scale, the additionality is nil and no benefits are attributable to the BGI.

1.103 The additionality profile of the sample is presented in Table 4.15. Most of the cases exhibited partial additionality and this is typical for a business development programme of this kind.  At 12.5% of the sample, the proportion of fully additional cases is relatively low by comparison to other similar initiatives we have reviewed.  A business development programme we reviewed in East Midlands (sample 40) indicated that 29% of the projects were fully additional.  This was a similar programme in that it supported the cost of external consultants for SMEs and the consultant offered technical/specialist input over a fixed period of time.

1.104 For the BGI, the average additionality is 50% and the median is 50%. This suggests that BGI is having an influence on firms’ decisions to undertake projects sooner or on a larger scale. 

	Table 4.15 Additionality Profile for Sample
	

	Full Additionality
	5 (12.5%)

	Smaller Scale/ longer timescale/ increased likelihood
	34 (85%)

	Non-additional
	1 (2.5%)


1.105 While the additionality assessment is generally positive, we noted during our interviews the fact that some firms received multiple awards (i.e. separate awards over several years).  We would note that while none of the cases exhibited obvious examples of deadweight.

1.106 Our handling of future sales requires explanation.  We asked firms for their informed estimate of future sales at a point in two years.  In our calculations, we have assumed that the sales growth in the firm increases linearly over the two years (Figure 4.2) and that half of the future projected sales will have been achieved at the end of the first year and the full amount two years in the future. Therefore, the future sales projection figure is the sum of the B and C in Figure 4.2. Future sales have been discounted assuming an 8% internal rate of return.

1.107 The assumption that 50% 0f the future benefit will be achieved at the end of the first year and that the total benefit is the cumulative change over the two year period is applied to profit, cost and employment calculations.
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1.108 Below we present the aggregated impacts identified by firms during our discussions.  Four possible impacts were identified:

 Turnover – increases in sales that were attributable to the assistance being available;

 Costs – reduction in cost that were directly attributable to the assistance offered;

 Profit – increases in profitability that were the result of the assistance being made available; and

 Employment – increases in employment that were specifically attributable to the assistance supported.

1.109 Firms were asked to identify whether the assistance made any attributable difference to each of these four areas.  In most cases, turnover was the sole area of impact.  However, in certain cases, notably the improvement of internal management processes, cost reduction was cited.  This was where new systems helped the firms to identify loss making activities.  These systems also enabled firms to identify how to increase profits.  

1.110 In a few cases, firms cited increases in employment that resulted specifically as a result of the their engagement in the project.  In such cases, the number of full time equivalent positions (FTE) are noted.

Multipliers

1.111 For the purposes of our net impact calculations, the Scottish Executive Input Output tables were used.  Two multiplier effects were assessed, namely supply chain benefits (Type II Output Multipliers) and the induced income effect (Type II Income Multipliers).  In line with our assessment of additionality and displacement, these multipliers were applied on a case by case basis.

1.112 The multipliers are available at a Scotland level only. 

Turnover

1.113 BGI assistance has a significant influence on turnover impact (it will be seen later that Level 2 assistance had a moderate impact on this metric).  Feedback from the sample indicated that firms have achieved a net increase in turnover of:

 At the Local level -  £12.9 Mn to date and anticipated a further £11.34 Mn in two years (2007); and

 At the Scotland level - £11.9 Mn to date and anticipated a further £10.9 Mn in two years (2007). 

1.114 When this is grossed up to the level of the population, the turnover impact is:

 Local - £74.5Mn to date and £65.4Mn in two years time (2007); and

 Scotland - £68.7 Mn to date and £62.9 Mn in two years (2007).

1.115 This increase amounts to around £323,000 per firm which fits the anecdotal discussion with firms and their feedback to us. 

Cost reduction

1.116 Net cost reduction in the sample of firms surveyed amounts to £299,700 to date with a further £342,900 anticipated in two years (2007).  These cost savings were mainly derived through better understanding of loss making areas of the business that were identified through better financial systems. 

1.117 When this is grossed up to the level of the population, the cost reduction impact is £1.72Mn to date and £1.97 Mn in two years time (2007).

Profit increase

1.118 Net profit increase amounts to £131,600 to date with a further £458,400 anticipated in two years (2007).  These profit increases were influenced by improved job costing (better systems for accurate costings) sales to new customers and new processes. 

1.119 When this is grossed up to the level of the population, the profit impact is £756,700 to date and £2.63 Mn in two years time (2007).

Employment

1.120 Firms identified the increase in employment (both jobs created and safeguarded) to date as a result of the BGI input.  At the level of the sample, this equated to 44 FTE jobs to date and 2 FTE in two years time (2007).  The bulk of this impact relates to the protection of jobs in one firm. The intervention made addressed a specific internal issue for the firm concerned and one which was fundamental to its ability to continue to service its key clients.  We had a detailed and thorough discussion with the managers of the business and it was clear that the BGI grant enabled them to engage a specialist consultant that helped the firm address a serious quality issue.  Had the grant not been available, we feel that it is very likely that the firm might have foundered.

1.121 When these employment impacts are grossed up to the level of the population, the employment impact comprises:

 The protection of 243 FTEs to date;

 The creation of 11 FTE to date; and

 and 13 FTEs projected in 2 years time (2007).

1.122 These data are heavily skewed by the one firm citing a significant level of protected employment.  From one perspective, it could be argued that these data should be excluded/reduced to reflect the views of most firms.  From another perspective, in most evaluations where the sample size is representative it is usual to find one or two firms where the impact (either in employment or turnover terms) is very significant. Therefore, we have included these data in our analysis.

Gross Value Added

1.123 Based on our sample structure and the calculation of net impact, it is possible to estimate the level of Gross Value Added impact in the local economy.  Based on the net sales impact figures above, we have assumed that the average sales impact across the four years covered by this review is £18.2M at the Scotland level and £17.17M at the Lanarkshire level.  We present this analysis in Table 4.16 below.

	Table 4.16 GVA Calculation
	
	
	

	Sector (% representation in sample)
	Turnover
	GVA/turnover ratio
	Sector GVA

	Other manufacturing (27.5%)
	£5.12M
	0.34
	£1.74M

	Mechanical engineering (20%)
	£3.72M
	0.34
	£1.26M

	Electronics (17.5%)
	£3.25M
	0.26
	£0.84M

	Other services (12.5%)
	£2.32M
	0.48
	£1.11M

	Food and drink (7.5%)
	£1.4M
	0.34
	£0.47M

	Textiles (2.5%)
	£0.46M
	0.38
	£0.17M

	Chemicals (2.5%)
	£0.46M
	0.33
	£0.15M

	Paper and print (2.5%)
	£0.46M
	0.46
	£0.21M

	Software (7.5%)
	£1.4M
	0.58
	£0.81M

	Total
	
	
	£6.76M p.a. Scotland


1.124 These data indicate that the net GVA impact at the Scotland level is £6.76M p.a. (£6.23M p.a. at the Lanarkshire level).  

Qualitative benefits 

Business Benefits and the Stride Matrix

1.125 In addition to having a detailed discussion with firms around the quantitative impacts that were attributable to the BGI project, we also discussed with the qualitative influences of the project on their performance and their relative competitiveness.

1.126 Questions covered six areas of business performance and were based upon extensive application of improvement processes that members of our team have been engaged in previously.  These headings were:

 Customers - the extent to which the company listens to customers, learns from them about requirements, new products and services, and new markets and which parts of the company are involved;

 Leadership - the example set by management both in terms of what is a priority and what goals are being pursued where the unity and constancy of purpose are important;

 People - getting all employees to improve what they and the company do, particularly in relation to meeting the requirements of customers.  Honest, open communication up and down is also a major sign of progress;

 Facts - Act on Facts is about using data and information to make decisions, looking for the root causes of problems and in the later stages using statistical methods to manage processes and reduce waste;

 Processes - recognising that business processes have usually evolved rather than been planned, and often are not robust in producing the right outputs or are inefficient. Identifying and mapping the processes is the first step, then improving them; and

 Improvement - is about making many small and perhaps some large changes to reduce waste (especially the cost of failure) and meet the customers requirements.  Major signs of maturity is involvement of most staff and all managers.

1.127 For our survey, we discussed with firms the influence of the BGI project on each of the above areas and recorded the firms positioning at the start of the project and when it was completed.  We have presented below charts showing the relative position of firms at the start and on completion. The objective being to “shift” the firms’ scores in a positive direction, that is movement to the right on the charts.

1.128 The BGI programme has had the most influence on Customers and Processes (Fig 4.3 & 4.4). Given that most projects focused on sales and marketing issues or on computerisation and business systems, this finding is to be expected.

1.129 Leadership (Fig 4.5) and Improvement (Fig 4.6) projects also show a positive shift, but fewer firms cited benefits in these areas. Separately, there was also a marked improvement in how firms dealt with “people” issues (Fig 4.8).  This may reflect the nature of the training and staff development input that the BGI programme supported.

1.130 “Acting on Facts” is an essential element of good business management. However, many SMEs do not have appropriate systems in place to enable them to acquire the information necessary to make sound business decisions.  Five of the firms identified in improvement in this area, and the scale of this improvement was quite marked (Fig 4.7).  This is a particularly positive finding.
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Would you recommend BGI?

1.131 Ninety three percent (37) of firms would recommend BGI to another firm. This indicates that the service is highly valued by firms. The reasons firms gave are attached in Appendix 2.

1.132 One case would not recommend BGI and two firms didn’t answer.

Was it good Value for Money

1.133 Thirty seven (87.5%) firms felt it was good value for money

1.134 The following chapter presents our conclusions and recommendations.

Chapter five

Conclusions and recommendations

Overview

1.135 Overall, the Programme appears to be performing well and the performance metrics are positive.  However, there are a number of points relating to improvement and we present these below.

The rationale for the BGI initiative

1.136 The Business Growth Initiative is designed to address perceived market failures.  These failures are characterised by information deficiencies and risk aversion – firms do not appreciate the benefit that can be gained by engaging outside expertise and, from an associated perspective, firms perceive the risk of taking action as being too great.   The Business Growth Initiative is designed to address these failures.

1.137 The aim of BGI is to help firms change and improve their business. Feedback from the firms on projects supported through this initiative would indicate that BGI is having an influence both in terms of qualitative and quantitative impacts.

1.138 The Business Growth Initiative is a broad ranging programme that is designed to cover all aspects of business performance.  It is not targeted at a specific area of market failure but instead is deigned to assist growth businesses achieve their aspirations.  Based upon our survey, its implementation facilitates firms taking action to address issues that are affecting their core business.  The BGI financial assistance is typically between one quarter and one third of the overall project cost although the percentages vary. Given the breadth of its remit, it is fair to say that the rationale for BGI is less clearly defined than is the case for many other forms of business support for example trade development, product development, leadership development etc.  The definition of the BGI project (from SEL’s perspective) is down to the skill of the Account Manager or Client Manager when making the case.  Careful, considered and detailed appraisal is required.  From our review of the case files, we feel that the current appraisal process could be enhanced, specifically to ensure that future funds continue to support projects where firms genuinely need financial assistance to encourage them to take action.  We are concerned that deadweight may increase in the future.

Programme objectives, targets and strategic fit

1.139 Our review of SEL’s board papers indicates that there has been a shift in the focus and positioning of BGI over the three years covered by this evaluation.  In the first year, the programme was designed to support “implementation” projects with firms.  As the initiative matured, its positioning also changed and it was anticipated in the most recent board paper that BGI would support more “diagnostic” projects with implementation being funded by the firms subsequently.  The programme’s focus encompasses a broad base of firms that is defined largely by SEL’s Account and Client Management eligibility criteria. 

1.140 In practice, implementation does not appear to have reflected this shift in objectives as earlier and recent projects all appear to focus on implementation rather than diagnostic activities.  This can be seen by the profile of projects contained in Appendix 1.

1.141 Based on our consultations with Account Managers, it is clear that the availability of BGI is important for maintaining and building relationships with key firms locally.  There is no doubt that the firms value the assistance provided through this initiative.

1.142 It was also clear from our consultations that BGI used to be a relatively unique source of funding for certain activities (Leadership etc).  This position has changed during the past three years as the SE Network as a whole has developed greater consensus on its priorities and have allocated dedicated funds to address these. Therefore, the “context” within which BGI operates has changed but the programme’s implementation doesn’t appear to have reflected this shift.  Specifically, a new programme has been introduced covering Leadership Development and SEL’s Internationalisation support also potentially overlaps with activities previously supported through BGI.   

1.143 Generally, there is an apparent lack of clarity as to where BGI fits within the portfolio of measures that SEL has available and we make a recommendation below that this should be addressed.

Programme structure and funding

1.144 The funding allocated to the Programme by SEL is significant as are the grants allocated to firms.  The average annual Programme expenditure is £807,500 (including ERDF contributions) based on information contained in the SEL board papers. 

Targeting and effectiveness of delivery

Case files

1.145 Given the need for careful and detailed appraisal, that concentrates on identifying the true needs of firms and positions the grant support appropriately, it is essential that robust appraisal processes are in place.  This is further necessary given the bespoke nature of the input to each firm.  Our review of case files highlighted a difficulty in accessing information on every project award.

Selection of firms

1.146 Although beyond the scope of this review, we would note that around half of the firms were not currently growing in terms of sales or employment. We appreciate that BGI is designed to help both firms that are attempting to grow and those that are working to limit the impact of contraction.  However, we feel that there is scope for SEL to review the firms classified as being Account Managed and Client Managed to ensure that those assisted are providing the “best return” for Lanarkshire and also to ensure that other more deserving firms are not being excluded from the valuable support of Account and Client managers.

Targeting

1.147 There are a number of issues to raise regarding the targeting and effectiveness of delivery.  The input from consultants is valued by firms who generally rated highly the quality of the individuals engaged. 

1.148 Projects funded through BGI were generally strategic in nature for the firm.  However, the proportion of projects that were fully additional was lower than that we might have anticipated, while the extent of “timing” additionality was higher.  The SEL input tended to form part of a much larger commitment by the firm.

1.149 Given that BGI was available to some firms more than once, we were careful to probe for evidence of “deadweight” when interviewing firms.  Deadweight is an evaluation term that is used to describe the gap between the amount of funding required to encourage the firm to take action and the amount actually provided by the public sector – when the public sector contribution is greater than that required by the firm, the difference is known as deadweight.  We did not identify any clear examples of deadweight in the cases reviewed but feel that there is scope for this to become an issue in the future if careful project appraisal is not implemented.  

1.150 With regards to project appraisal, we feel that the current process could be refined.  We feel that it is very important in the future for the case to be made explicitly describing the need for the SEL contribution and indicating wherever possible the underlying reasons why the firm will not fund the project in full. We would note at this point that when undertaking the evaluation interviews, firms appeared to understand the concept of additionality and the role that the BGI would play in making a contribution to the action.

1.151 Although there were relatively few cases that were fully additional, the overall additionality the programme is comparatively good at 50%.

The stimulation and development of longer-term sustainable culture of improvement

1.152 The summary of firms’ improvement (Figure 4.3 – Figure 4.8) indicate clearly that there has been a notable and sustained improvement in the assisted firms’ performance as a result of the BGI project.  This was particularly true when the project led to the introduction of new computerised systems for handing orders, scheduling assignments on the shopfloor and raising invoices and where projects led to new sales and marketing practices be introduced.

1.153 The benefits are not limited to these processes and sales – in the other four areas of our Performance Matrix, feedback from firms indicates clearly that the BGI project had a significant influence on the relative competitive positioning.

The economic impact both locally and nationally

1.154 We present a summary of the impact achieved in table 5.1 and 5.2. Please note that the range of figures quoted below reflects the margin of error calculated from the sampling frame (+/- 15%). Taking this into account the results below reflect a range within which we can be 85% confident of the accuracy.

	Table 5.1  Impact Summary

	
	Scotland
	Scotland

	
	To Date (2005)
	In 2 years (2007)

	Programme Cost
	£3,257,000
	£3,257,000

	Gross sales
	£36.84M-£49.85M
	£36.84M-£49.85M

	Gross profit increase
	£643,195 - £870,205
	£1.78M - £2.42M

	Gross cost reduction
	£1.76M - £2.38M
	£2.5M - £3.37M

	Gross Employment Safeguarded
	313 - 423
	 -

	Gross Employment Created
	 58 - 79
	376 - 509

	Project Additionality [%]
	51
	51

	Net sales - Local
	£58.4M - £79M
	£53.5M - £72.45M

	Net  profit increase
	-
	-

	Net cost reduction
	-
	-

	GVA Net
	
	-

	Net Employment Safeguarded [FTE]
	206 - 279
	-

	Net Employment Created [FTE]
	9.3 – 12.6
	11 - 15

	Net Sales Local per £1000 BGI
	£17,929 – £24,256
	£16,437 - £22,238

	Cost per job FTE to date
	-
	-


	Table 5.2  Impact Summary

	Impact Summary
	Lanarkshire
	Lanarkshire

	
	To Date (2005)
	Future (2007)

	Programme Cost
	£3,257,000
	£3,257,000

	Gross sales
	£36.84M-£49.85M
	£36.84M-£49.85M

	Gross profit increase
	£643,195 - £870,205
	£1.78M - £2.42M

	Gross cost reduction
	£1.76M - £2.38M
	£2.5M - £3.37M

	Gross Employment Safeguarded
	313 - 423
	-

	Gross Employment Created
	58 - 79
	376 - 509

	Project Additionality [%]
	51
	51

	Net sales - Local
	£63.3M - £85.6M
	£55.6M - £75.2M

	Net  profit increase
	£643,195 - £872,205
	£2.23M - £3.02M

	Net cost reduction
	£1.46M - £1.98M
	£1.675M - £2.26M

	GVA Net
	£21.18M - £28.65M
	-

	Net Employment Safeguarded [FTE]
	206 - 279
	-

	Net Employment Created [FTE]
	9.3 – 12.6
	11 - 15

	Net Sales Local per £1000 BGI
	£19,442 - £26,305
	£17,068 - £23,093

	Cost per job FTE to date
	£10,523 - £14,755
	-


1.155 These impacts show that BGI generates the following (current) net impacts:

 Safeguarding between 206 and 279 FTE positions to date along with the creation of between 9 and 13 FTEs;

 Sales of between £17,929 and £24,256 for each £1,000 spent by SEL;

 Relatively high levels of cost reduction of between £1.46M and £1.98M ; and

 Net GVA contribution in the order of between £21.18M and £28.65M.

Achievement of Targets

1.156 BGI has performed well against the sales related targets set for it (Table 5.3) but less well in employment terms. 

	Table 5.3 – Achievement of Targets 2001-2004

	Year
	Net GDP Target
	Net GVA Achieved
	Net Employment Target (FTE)
	Actual Employment Target

	2001-2002
	£1.9M
	~ £6.21M pa
	94
	~190 p.a.

	2002-2003
	£976K
	~ £6.21M pa
	84
	~190 p.a.

	2003-2004
	£976K
	~ £6.21M pa
	84
	~190 p.a.

	2004-2005
	N/A
	N/A
	N/A
	N/A

	Total*
	£3.85M
	£15.82M - £21.48M
	272
	161.5 - 219


*This total has been adjusted pro-rata for 3 years given no targets were available in the Board paper for year 2004/2005

1.157 Overall, these impacts reflect well on the Programme.  From an SEL viewpoint, VFM appears to be reasonably good.

Recommendations for action

1.158 We present below a summary of our recommendations.

	Table 5.4 - Recommendations
	

	Recommendation
	Detail

	Introduce a revised appraisal process
	This is the most important recommendation we would make.  We feel that SEL would benefit by encouraging Account and Client Managers to be more questioning of potential BGI beneficiaries when appraising cases.  

This questioning approach should be complemented by a similar approach being adopted by the Team Leaders of Account and Client managers.

When a case is agreed, a record of the decision, a description of the project and details of the consultant (if known) should be included on file to maintain a clear audit trail.

	Reduced support for ‘repeat’ cases
	Some firms have had a number of BGI projects assisted in addition to having received support through other initiatives (e.g. Internationalisation).  We recommend that SEL considers reducing the level of support offered to such firms on subsequent projects.  In effect, this would mean introducing a sliding scale of support.

Where there has been more than one previous grant awards, cases should be appraised more thoroughly.  

	Review growth firms
	We feel that there is scope to review the balance of ‘growth’ and ‘need’ firms being assisted.  In particular we consider that there is scope to review the performance of some of the faster growing Business Gateway firms. It may be appropriate to promote them to Account or Client Managed status.



	Recommendation
	Detail

	Clarify ‘positioning’ of BGI relative to SE’s priorities
	It is clear from our consultations that the strategic positioning of BGI relative to other forms of support has altered over the past three years.  Consultees had difficulty describing its fit.  

We recommend that SEL reviews BGI’s positioning relative to other support.



	Review case assistance to large firms
	Four of the firms have a turnover of more than £20Mn (one at £137Mn) and five firms have 250 or more employees.  The latter group of firms fall outwith the EU classification of SMEs.  It might be expected that larger firms should be able to afford the levels of investment offered by BGI and this points to the importance of completing a detailed case appraisal to avoid deadweight.

	Encourage firms to discuss the technical aspects of projects in-depth with the consultants
	Firms indicated clearly that they gained considerable benefit through the initial discussions they had with the consultants – these discussions helped clarify their thinking.  

We recommend that SEL encourages firms to discuss projects in depth with consultants prior to embarking on their implementation.

	Overall
	We consider that BGI should continue to be used but perhaps on a smaller scale and with clearer purpose.
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4.5  Impact on Leadership (7 Firms) 
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4.6  Impact on Improvement (6 Firms) 
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4.3  Impact on Customers (13 Firms) 
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� Turnover increasing year on year


� Appraisal and Evaluation in Central Government – HMSO


� A summary of both gross and net impact is presented in Table 5.1 (Chapter 5 - Conclusions and Recommendations)
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Figure 4.2		Future Sales
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Figure 4.1 		Impact Measurement
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