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1. INTRODUCTION
This report records the conduct and findings of a Review of two SE Products delivered to relationship managed companies within the Strategic Development Intervention Framework.  These Products are:

· The General Strategy Workshop (GSW)

· The International Strategy Workshop (ISW)

The Review was conducted by MWC (the Consultants) in accordance with SE guidance on the management and development of Products and was designed to:
· Validate the delivery of the Products against specification; and

· Identify potential for improvement of service and effectiveness of the Products.

The objectives of all Product Reviews are to assess the Product’s fitness for purpose by considering:
· The market failure being addressed and its continued relevance;

· The strategic rationale for the product and its continued relevance, in particular the fit with the Government Economic Strategy, Scottish Enterprise’s Business Plan and emerging Scottish Enterprise policies in such areas as Commercialisation as appropriate;

· Product performance/usage;

· Performance against objectives;

· Contribution to key sector priorities;

· The product’s continued  relevance;

· An assessment of  delivery against the specification contained in the User Guide;

· The quality of delivery by suppliers, to the agreed specification; 

· Benefits to the company and outputs achieved;

· Length of time for the product to have an economic impact on the company and an assessment of the persistence of the intervention (short, medium or long term);        

· Identifying  any improvements to product delivery;

· Other product dependencies within the delivery pipeline;  

· The appropriateness, relevance and quality of the management information being collected; and

· Evidence, both qualitative and quantitative as to impacts and the extent to which management information enables impacts to be assessed, however tentatively.

The Review process consisted of:
· An initial briefing meeting between the Consultants and senior managers in the SE Products team.
· Consultation with SE Appraisal and Evaluation Team.
· A review of relevant information consisting of:

· The GSW and ISW Product User Guides. 

· The Strategic Development Intervention Framework Approval Paper.
· Record of a GSW and ISW Practitioner Focus Group conducted in November 2008.
· The conduct of a facilitated discussion amongst the Product users and implementation managers.
· The preparation of this report.

The SE executives attending the facilitated session are listed at Appendix 1.   Comments made in the course of the discussion are recorded on a non-attributable basis in accordance with good practice in securing meaningful contributions.  Similarly comments made in relation to individual delivery contractors are not reported here, although participants were asked to liaise with the Product Managers in providing feedback on specific contractors.
2. PRODUCT RATIONALE AND DESCRIPTION
RATIONALE

The rationale for both products is identified in the Strategy Development Intervention Framework approval paper (31/08/2009).  Whilst this paper does not directly align the rationale with HM Treasury classification of market failures
, it is clearly grounded in the concept of “information asymmetry”.  The information available to SMEs on the costs and benefits of Strategy Development causes them to over-estimate its cost and under-estimate the medium to long term benefits of its implementation.  The resulting risk-aversion to investment in Strategy Development means that SMEs fail to plan activity and investment to maximise their business performance and GVA.
In addition, there are potential barriers to entry for smaller firms seeking to derive and apply strategic thinking to their business development.  These relate to the resource gaps faced by smaller companies in gaining access to the strategic planning advice and expertise which larger companies can absorb through economies of scale.
The Product’s are designed to address these failures by providing intensive support through a workshop session, provided at no cost to the businesses, and  designed to identify the key strategic choices and assist in reaching informed decisions on future strategic direction for the business.
Improved business performance in the SME sector is an essential requirement for the sustainable increase in GDP growth which lies at the heart of the Government Economic Strategy (GES). Strategic Planning amongst SMEs is central to facilitating growth in turnover, accessing new markets and securing finance for expansion. Many SMEs lack the skills, resources and opportunity to consider and resolve the issues which will define their future performance.  Both products offer the resources and input required to evolve a strategy for participating businesses, with the ISW focusing on evolving a strategic approach to international market development.
Long term market adjustment would see SMEs investing directly in strategy development, with reducing levels of public sector support to a point where the benefits were valued by SMEs at a level which made provision by the market viable.
DESCRIPTION
GSW

The GSW is focused on Designated Relationship Managed (DRM) companies and focuses on client and pipeline growth companies.  The product comprises a workshop session facilitated by a consultant and delivered to the senior management team of an eligible business.  Businesses are identified by Account/Client Managers and Business Gateway/Region staff dealing with growth pipeline companies.  
Following identification of an eligible business the delivery process consists of:

· A pre-workshop meeting with the business to identify and agree issues and objectives for the facilitated session

· Presentation of issues to and facilitation of the workshop by the consultant to:
· Explore the identified issues;
· Consider and appraise options to address these issues; and
· Identify a preferred option and derive a summary action plan for implementation.
· The key output from the workshop session is the summary action plan which is circulated to all participants.

· A post workshop meeting is then arranged to debrief the business and confirm commitment to the Action Plan.

A post-workshop evaluation questionnaire is provided in the Product User Guide for use by the participating business representatives. The SE/BG executive is responsible for ensuring submission of these within three weeks of the completion of the workshop session.
ISW

The ISW uses an identical process to the GSW but is designed to assist businesses to develop a coherent international strategy. It is targeted on SMEs where the SMT has some experience of trading internationally but lacks clear strategic approaches to development of their international business. Eligible businesses are identified by Account Managers and Regional SDI staff.
Both GSWs and ISWs are secured from a framework of Contractors at a total cost ranging from £1,250 to £2,250 per workshop, exclusive of VAT.  The potential for delivery by internal SE staff is reserved within the Product User Guides.
3. REVIEW PROCESS AND TOPICS
PROCESS
Following an initial meeting with the Products Team, and consultation with the Appraisal and Evaluation Team, a series of topics was prepared for discussion in the course of a two hour workshop session conducted on 23rd April 2010.  A brief introductory presentation was provided by the Consultants, which also identified five core topics around which to frame discussion.  A series of questions were provided to stimulate discussion of each theme. 
A copy of this presentation is included at Appendix 2.  A record of the session was prepared by the Consultants.

TOPICS
The topics presented for facilitated discussion in the course of the workshop were:

· Participant profile and expectations.
· Delivery and Suppliers.
· Management Information Provision.
· Impact on Participating Businesses.
· Rationale and Market Adjustment.
Suggestions for improvement in the performance of the Products were sought under each topic and by way of summary and conclusion the participants were also asked towards the end of the session to identify priorities for evolution of the design and delivery of the Products.
As the workshop was considering two Products with discrete objectives but identical delivery processes, the participants were asked to provide general observations and identify, by exception, where these related only to the GSW and ISW products.
In the following section of this report we summarise the discussion and any consensus of opinion under each of the topics.
4. REVIEW DISCUSSION 
INTRODUCTION
In the following sections we summarise the discussion and any consensus of opinion amongst the participants in the workshop session.  As previously noted, comments made in the course of the session are not attributed to participants.
TOPIC 1: PARTICIPANT PROFILE AND EXPECTATIONS 
Whilst the attendees did not identify any specific patterns in relation to the scale and sector of businesses using the GSW and ISW Products there was a tendency for businesses and SMTs to be younger than the profile for all DRM companies.  This had not precluded the use of the product by some larger and longer established businesses.  It was also suggested that smaller businesses with younger and less experienced management were more receptive to the Products.
The lack of any definitive pattern of participants was considered a positive factor – reflecting the flexibility of the Products and their use by businesses to address a wide range of issues – not only those associated with growing small, young businesses.
To access the Products businesses had to be introduced to them by an Account Manager (AM), SDI Manager (SDIM) or Business Gateway (BG) contact who recognised a potential requirement. Businesses were generally receptive to the use of the Product and were more inclined to commit management time to the process because there was no charge for the service. 
AMs and SDIMs valued the Products because they provided an incentive and reason to engage with the business, secure access to the whole SMT and gain deep insight to the strategic issues and decisions facing the business. 
From the perspective of the businesses the Products provided time, resource and space to move beyond operational deadlines and focus on the decisions necessary to move the business forward.  The Products and the new thinking and challenges they threw up could provide a stimulus to the business and also validate existing or evolving strategic thinking within the business.
One attendee suggested that the Products were at their most valuable when a business was at, or approaching, a crossroads in its evolution and clear, independent advice could provide a signpost to future direction.  If the Products helped businesses make the correct strategic decision at these points they could generate significant downstream business benefits.
Attendees suggested that there were no substantive quantifiable expectations from the use of the Product.  Several viewed it as a diagnostic check on the performance of the business, and did not promote or encourage attribution of direct business benefits by users. Another suggested that use of the Products could crystallise issues for businesses but may not immediately resolve these – rather they raised SMT awareness and identified actions to initiate change.
When asked to suggest improvements to the targeting and selection of businesses for the Product, attendees focused on the level of integration of the Product with other Products and interventions.  Concern was expressed that the ISW had in the past been applied where it would have been more appropriate to recruit the business on to the International Strategy Development Programme (ISDP).  There was no progression form ISW to ISDP and it was suggested that this was not required – however, in cases where potential ISDP cases had been assigned to the ISW Product this had mitigated against future ISDP involvement.  It was stressed that what was required was more ISW and more ISDP interventions although at present there was considered to be an imbalance of intervention through the ISW Product.
It was further suggested that more in-depth discussion between AM, SDIM and the Business management in advance of any intervention would address this issues and lead to the correct Product being selected in each case.
There was consensus that the businesses are rarely concerned with what any particular assistance is called. It was therefore important for the AM/SDIM to fully appreciate what strategy development needs the business required and suggest the most suitable Product (including if appropriate the Strategy Support Product in the Framework, where the business contributes to 50% of cost).
TOPIC 2: DELIVERY AND SUPPLIERS

The attendees had no personal experience of delivering a Product directly, consequently all comments related to delivery by Contractors selected from the panel of providers.  No attribution of comments to the Contractor was made in the course of the session, although attendees were invited to forward specific issues to the Products Manger on an individual case basis.
Generally, it was considered to be the case that there were more suppliers who could effectively deliver the GSW Product than the ISW Product.
We received comments from all attendees on the quality of delivery of the Products by the Contractors.  Several were concerned that delivery from some contractors had become stale and others reported choosing not to use certain contractors because of previous experience of sub-optimal delivery.  It was also stated that those commissioning the Products might delay delivery until a preferred provider was available.

It was also stressed that, although delivery was made to businesses at no cost, there remained an expectation of high levels of service from the participating businesses.   Moreover, the provision was being facilitated and funded by SE and any shortfall in quality or relevance of the product delivery reflected on SE.  It was further stated that poor product delivery could have a negative impact on the development or maintenance of the DRM relationship.  One attendee commented that some participant businesses might be unwilling to raise the issue of quality of delivery in order to maintain a strong working relationship with SE – whilst in reality both SE and the participating business were highly dissatisfied with the outcome.
Attendees reported that any sharing of experience on the quality of delivery by individual contractors was only anecdotal, with no formal assessment or overview of the performance of the contractors.
There was extended discussion on the potential to use SE staff to deliver the Products.  Some participants were unaware that this option existed.  In relation to the ISW it was considered that the experience on internationalisation within SDI exceeded that of the delivery contractors.  Several attendees stated that they would welcome the opportunity to deliver the Products, subject to time being available for the necessary preparation.
Potential advantages of direct Product delivery identified included:

· Relevant Experience of SDI (ISW).
· Improved value for money.
· Refresh the Product Delivery.
· Potential to strengthen DRM relationship.
Some potential disadvantages identified included:

· May be less challenging because of potential to damage relationship with business. 
· Time required to develop skills in delivery (as opposed to experience of the Products and the process of strategy development).

· There may be no validation of strategy by a truly independent third party.
The consensus of opinion was that whilst the majority of delivery would continue to occur through contractors, there was interest in direct provision of both Products, subject to the necessary support to do so being provided to SE staff.

TOPIC 3: MANAGEMENT INFORMATION PROVISION

Attendees advised that there was no discrete budget line for the Products and that provision was on an on-demand basis. Financial information on draw-down against Panel contractors could be extracted from the POP system.
As there was no pre-determined assessment of the levels of demand for the Products no monitoring of draw-down against projected demand or expenditure was required.  Approval for expenditure on the Products is subject to an appraisal – although none of the attendees were aware of approval for delivery of a Product being withheld.  
Both Product User Guides include forms for post delivery feedback from the recipient businesses.  Attendees suggested that these forms were rarely completed and collected by SE and no-one was aware of the forms being collated, reviewed and analysed to assess the performance of the Product or the delivery contractors. As a consequence it was noted that, in the absence of anecdotal evidence, a poor delivery contractor could constantly under-perform and continue to be commissioned to deliver the Products.
It was agreed by all attendees that stronger commitment to collecting feedback, collating this and analysing delivery contractor performance was required going forward.
It was apparent from the discussion that the scale of the market for these products had not been assessed in advance.  This was not considered unusual for products delivered in the context of DRM businesses where demand was assessed on a case by case basis based on the needs and capacity of the individual business.  It was however suggested that it might be appropriate to arrive at some estimate of potential demand based on the numbers of DRM companies, the characteristics of the most intensive users of the Products and the frequency with which businesses are required to refresh their strategies.
TOPIC 4: IMPACT ON PARTICIPATING BUSINESSES

Several attendees stated that it was not possible or useful to attribute potential impacts on business performance (and consequent economic impacts). Attempts to do so with specific interventions had not worked historically because businesses found difficulty in first differentiating individual interventions and then attributing discrete business benefits to single elements of assistance.
It was suggested that there was an underlying expectation of business growth being delivered by all interventions.  Strategy interventions were considered to be particularly difficult to attribute benefits to as they were “softer” and focused on the identification and resolution of issues which were preventing the business evolving, for example, its product or service, market position or financing.  Turning the resolution of these issues into business opportunity and growth often required further downstream investment or changes in the business model. 
The potential for generating impact was also affected by the stage of development of the business, or specific issues it was addressing in applying the Product (such as, for example, succession planning).
There is no collection of monitoring data on the impact of the specific Products on the performance of the participating businesses.  This is not unusual – Products are not evaluated at the level of the individual application to a business.  Rather the performance of the DRM businesses is assessed on a longitudinal basis over the period of the relationship and benefits are attributed to the overall SE assistance provided.  It was suggested that both Products being reviewed received positive anecdotal feedback on the benefits delivered to the participating businesses and the ISW Product scored highly in CRM surveys of participating businesses.
Generally, the attendees concluded that the nature of the Products, and the ongoing relationship with participating businesses, made it impractical to attempt direct monitoring and attribution of quantifiable business benefits.
TOPIC 5: RATIONALE AND MARKET ADJUSTMENT

Attendees were asked to consider the continuing rationale for SE providing the Products.  The importance of businesses setting aside time and to focus on, and evolve, a strategic approach to developing their business was identified by all attendees as the core reason for continuation.
The question of market adjustment – where these Products would be supplied by the private sector and paid for by businesses – was considered unlikely.  The rationale for the Products was based in a generally observed under-investment by small and growing businesses in strategic development and lack of opportunities to focus on planning future business direction.  These observations, in the opinion of the attendees remained valid, and if anything were more pronounced when emerging from a period of recession.

Several attendees stated that the true value of the Product to participants was only revealed after they had gone through the process.   It was therefore considered unlikely that businesses would be willing to pay for the Product in advance of this demonstration of value.
It was also suggested that the commitment of Senior Management Time in order to prepare for and apply the process also represented a significant financial investment of time by the business.
There were other tactical reasons suggested for continuing to provide the service at no cost to the businesses.  The Products are one of the few interventions now offered free of charge to businesses and can be useful in demonstrating SE’s commitment to the business and a willingness to engage with it.  It also serves a diagnostic function and can identify other assistance which is of particular relevance to the business.  By allowing the application of more relevant Products and service to DRMs in the future the Products can enhance impact and VFM from SE’s overall involvement with the business.
It was suggested to attendees that promotion of the Products which demonstrated the positive impacts on business management and performance would assist in the longer term adjustment of the market.   It was accepted that the Products were not currently promoted to potential participants in a way which might encourage further uptake or contribution to the costs of delivery.
5. CONCLUSIONS AND SUGGESTED ACTIONS
OVERVIEW

The Product Review confirmed that the rationale for the Products remained valid and identified high levels of satisfaction with the Products based on anecdotal feedback from participating businesses.
Particular strengths of the Products identified included:

· Their flexibility, allowing application to businesses of varying sizes and ages, at key decision points in their evolution.  These decisions could relate to products and services, processes, markets, accessing resources for growth or resolving issues in the management and ownership of the business.  This range of applications of the Product allowed the sessions to be tailored to the requirements of the business.
· Providing an opportunity to conduct a diagnostic review of the business before identifying the extent, duration and form of future support required from SE and others concerned with sustaining and growing the business.

· Providing a “no risk” environment within which businesses were provided with the time, space and expertise to consider issues important to their long term development.  The only commitment required from the businesses was senior management time, and the lack of an overt “cost” to the business made them more willing to commit.
The main weaknesses of the Products related to its planning and delivery.  These were:

· Reliance on a third party supplier to deliver the Product and the potential for variances in the quality and relevance of the expertise provided to structure and facilitate the workshops.

· The importance of preparatory investigation and understanding of the business to ensuring:

· The relevance of the Products to the issues it wished to address and resolve.
· That the Products were not used instead of a more relevant and effective form of support (most particularly in relation to ISW/ISDP).
The Review also identified a number of areas for improvement which are highlighted below and relate to:
· Selection of Participant Businesses

· Delivery 

· Post Product Evaluation

· Assessment of Scale of Provision

· Promotion and Demonstration

PARTICIPANT SELECTION
The Review findings suggest that more discussion and understanding of the issues, constraints and opportunities facing a business in advance of Product selection would provide better alignment of Products with specific business’s requirements.  This could lead in some cases to the business being assisted through a Product or Programme other than GSW/ISW but would be a more optimal solution in terms of SE resource allocation and impact on business performance.  This would require AMs and SDIMs engaging in more in-depth discussions with potential participants and presenting a range of options based on the full range of available Products/Programmes.

DELIVERY
The Review uncovered universal and substantive concerns over the quality of delivery by some of the panel of contractors.  This was characterised as being formulaic or stale and several attendees had intervened in the course of workshops to re-direct the process.  There was a desire to see the panel refreshed through future procurement.
Several attendees were enthused over the potential to deliver the Product directly, without the use of panel contractors. It was recognised that direct delivery needed to be considered on a case by case basis and reflect both the preferences and requirements of the business in the context of maintaining a positive DRM relationship.

POST PRODUCT EVALUATION
All of our attendees considered that a more rigorous, formal and consistent approach needed to be adopted in evaluating the effectiveness of the Product and its delivery by panel contractors.  Materials do exist to facilitate assessment by the participating businesses but these are not routinely used.  Moreover they are not collated, analysed and assessed to identify patterns and as a result underperforming contractors can continue to do so.  Whilst all attendees expressed concerns over attributing quantifiable business benefits to the Products they considered that the Products, where successfully applied, could contribute to sustainable business growth.  Previous evaluation evidence, in relation to the ISW, provides some support for this expectation of contribution to growth.  
· The Evaluation of the Economic Impact of DRM, completed in 2009
, identified the ISW as one of six SE Products which had a statistically significant relationship with growth in GVA.
· An ongoing evaluation of SDI interventions has also identified, from a survey of participant businesses, a correlation between strategic support and actual or anticipated increases in the value of export sales.
Consistent evaluation of the quality and utility of the Products to the participating businesses could assist in attributing their contribution to enhanced business performance over the duration of SE involvement. 
ASSESSMENT OF SCALE OF PROVISION
The Review demonstrated that no assessment of the potential scale of draw-down of the Products, or monitoring of progress in delivering against an anticipated profile of provision currently exists.  This is unusual as it suggests that allocation of resources to the Products is made on a “supply as required” basis, in an environment where resources must be considered scarce and competition for allocation to other Products or actions might be anticipated.  Given the (known) number of eligible recipients of the Product, the relative infrequency of strategic development activity and knowledge of take up to date it should be possible to project an anticipated number of Product applications in any year and plan resource allocation accordingly.  This would also provide a benchmark against which to assess whether take up was at, above or below levels required to deliver the Products’ performance measures.
PROMOTION AND DEMONSTRATION
The Review suggested that to encourage the take up of the Products, and demonstrate their value in advance of delivery, it was important to relate the experiences of other businesses in using them.  The promotion of the Product benefits through case studies would help in addressing market failure by promoting uptake and could also persuade businesses to contribute to the cost of provision.  
SUGGESTED ACTIONS
As a direct consequence of the completion of the Review the Consultants suggest that the following actions be considered:

· An assessment is made of the potential scale of provision of each Product.
· AMs and SDIMs are made fully aware of the purpose and content of all potential interventions to address General and International Strategic development and consider these in discussion with potential client businesses before electing for a specific response to the business requirements.
· AMs and SDIMs share their experiences to date of specific contractors delivering GSW and ISW with the appropriate Product manager.

· Post delivery evaluation is initiated and responses collated and analysed with feedback to all users of the GSW/ISW Products.
· All users of the Products are made aware of the potential for SE Delivery of the Products.
· The support requirements for internal Delivery are identified and costed to facilitate comparison of costs and benefits of internal delivery.

· Consideration is given to content and format of promotional material to convince businesses of the inherent value in the Products.
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