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EXECUTIVE SUMMARY

Introduction

1. DTZ Pieda Consulting was commissioned by Scottish Enterprise (Scottish Trade International and the Planning and Evaluation Team) to undertake an evaluation of the Scottish Export Assistance Scheme (SEAS).   

2. SEAS was launched in 1989 and offers assistance to Scottish firms seeking to develop new, non-EU, export markets.  The Scheme was evaluated after three years of operation with a report produced in April 1993.  DTZ Pieda Consulting (then Pieda plc) undertook this earlier evaluation.

3. This second evaluation is focused on support provided to firms during the period 1997 – 2000.  However, given the duration of the Scheme we have undertaken population profiling and a limited number of interviews with firms assisted during the period 1993 – 1996 to provide a longer term analytical framework in which to assess the impact of the Scheme. We also provide an update on those firms interviewed in the initial study and comment on the royalty payment made to SEAS.   

Study Approach

4. The evaluation was undertaken between April and July 2001.  Our approach was based around a survey of SEAS participants, including interviews with firms that had been made an offer by SEAS but had not pursued the programme: see Section 4 for full details of the interview programme.   The survey was front-ended by a workshop with the STI programme manager and the external scheme contractor (David Hedges), interviews with Local Export Partnerships (LEPs) and detailed analysis of the total population of firms assisted over the period 1993 – 2000.

5. At the conclusion of the company interview programme an internal workshop was held to discuss the findings of the survey and structure the analytical framework.  Following analysis, a further workshop was held with the client team to present the draft findings.  

Population Analysis

6. Figure 1 details the total number of applications received by SEAS per annum over the period 1993 – 2000. There have been 309 applications to SEAS since 1993: 191 between 1993 and 1996 and 118 between 1997 and 2000. 
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Programme Funding

7. The total value of allocations made under the SEAS programme during the period 1993 – 2000 is £4.79 million.  Of these allocations some £2.65 million has been drawn down over the same period.  This equates to 55% of the money that is allocated being drawn down.  Figure 2 provides an analysis of allocations to drawdown on an annual basis over this time period. 
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8. The reasons for the disparity in allocation to drawdown are as follows::

· as export sales in the target market increase companies cease drawing down their allocation to limit the amount they have to pay back to SEAS at the end of the scheme; or

· as companies can draw down funds for 8 quarters those firms that were accepted on the scheme in 1999 and 2000 are still entitled to be drawing down funds; or

· one in five firms is cancelling their allocation following an offer from SEAS.  Funds are therefore allocated to that firm but will not be drawn down. 

9. There is an opportunity cost associated with tying allocated funds up for a long period of time given the level of draw down over the recent years.  The question has to be asked that if drawdown is likely to remain at approximately 55% should either less money be allocated up front (on a per company or scheme basis) or can non drawn down funds be re-allocated to another export programme at the end of each year?

10. Figure 3 provides an analysis of the average annual level of drawdown per company over the 8 years.  As can be seen the level of drawdown has averaged between £6,000 and £9,000 per company per annum.  The number of companies supported has gradually declined from 69 in 1993 to only 23 in 2000.
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Survey Results

11. Interviews were carried out with 36 companies that had received assistance through the SEAS scheme over the period 1993 – 2000, of which 10 companies were registered prior to 1997 and 26 companies post 1997.  In addition, the study team carried out three interviews with companies which had been allocated SEAS funding but subsequently cancelled their allocation.  Overall, 14 face-to-face interviews and 25 telephone interviews were undertaken.

12. The objective of the survey was to obtain company views on SEAS in terms of the quality of support given, the overall impact on their businesses both in quantitative and qualitative terms and, where applicable, the reasons failing to take up the offer.  

13. The key points to emerge from the company survey are summarised below:

· SEAS participants tend to be small companies (less than 50 employees) many with a turnover of less than £1 million;
· Products and services offered by the companies varies, although there is slight bias towards manufacturing and oil / gas companies (given the development of the Scheme this is not surprising);
· Previous exporting experience is varied with 42% of surveyed companies classifying themselves as novice exporters.  Target markets are also varied;
· The majority of support has been used to cover travel and promotional costs (many associated with trade exhibitions).  
· Project success has varied, but those projects that are considered to be successful by the companies have resulted in significant qualitative benefits for the firms.  Many of the partial / limited success projects are time related rather than a failing of the scheme. 
14. Table 1 below summarises the projects by the level of success achieved and defines the key characteristics of companies / projects within each category. 

	Table 1

Classification of Project Success

	Complete Success

9 companies

2 pre 1997 / 7 post 1997

High level of initial award - £19k (average)

High level of drawdown - £15.4k (average)

5 novice, 2 dabbler, 1 developed & 1 experienced

£2.5m actual sales

£35.7m potential sales (one company £35m)

Average additionality 66% (medium to high)

Contributory factors:

"SEAS funding from the start of the project"

"patience and determination to see it through"

"5 year project, ongoing delivery"


	Partial Success

7 companies

All assisted post 1997

Smaller initial award - £10k (average)

Lower level of drawdown - £7.7k (average)

3 novice, 1 dabbler & 3 developed

£1.1m actual sales

£145k potential sales

Average additionality 57%

Contributory factors:

"SEAS gave back up to the project that might not have had the same weight otherwise"



	Limited Success

12 companies

4 pre 1997 / 8 post 1997* 

Average level of initial award - £16k

Lower level of drawdown - £6k

7 novice, 2 dabbler, 2 developed & 1 experienced

£1.8m actual sales

£186k potential sales

Average additionality 46%

Contributory factors:

"disappointed so far but hopeful for the future"

"definitely potential, the company is now bigger and able to compete"

"we have only started to train people, there is a lot of potential but no sales as yet"

*(4 projects 1999/2000 so bearing on assessment of success as time related)


	Failures 

7 companies

4 pre 1997 / 3 post 1997

Average level of initial award - £14k

Lower level of drawdown - £7.6k

4 novice, 2 dabbler & 1 developed

Contributory factors:

"markets that were targeted were not strong enough - withdrew"

"should be potential, will go back to the market, nothing to do with SEAS"

"Lost a lot of money in venture and crisis of confidence in Malaysia"


Qualitative Impacts

15. A key aspect of the company survey was to identify any results which the companies interviewed felt could be attributed to participation in the scheme, both on a qualitative and quantitative basis.  Figure 4 below presents the main qualitative results that could be identified

16. There is evidence that the assistance provided by SEAS made an impact on the companies in a wide variety of ways.  36% companies had been successful in establishing a relationship with an overseas agent/distributor and slightly less (31%) felt that SEAS funding had resulted in a more strategic approach to exporting.  The full results are presented in figure 4.4 overleaf. 
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Quantitative Impacts

17. Table 2 presents the total net economic impact, grossed up to the total population of assisted companies, both in terms of actual and potential impacts.  These figures must be interpreted with great caution due to the methodology used for grossing up; i.e. calculating the gross impact based on date of assistance.  In particular, in some years only a small number of sales figures were available which the calculation could be based upon.  

	Table 2

Net Impact on Export Sales and Employment for the Total Population

	
	Actual

1993 - 2001
	Potential

2001 - 2004

	Export Sales
	£27.8 million
	£17.31 million

	Note:

1 Figure excludes £35 million potential sales, as likely to be generated by one single company and therefore not representative.


Conclusions

18. The extent to which SEAS has met the objectives set for the programme is summarised below.

	Objective
	Achievement

	Secure market entry 
	Supported firms have successfully achieved sales in new markets. 

Average level of additionality calculated at 58%.

Timescale and effectiveness improvements thought to be considerable as a result of SEAS participation. 

	Access finance
	£4.79 m offered to firms between 1993 – 2000

£2.65 m drawn down 



	Achieve sales of £4 million per annum
	Achieved sales of £28 m over 8 years, approximately £3.5m per annum.

Potential sales forecast in excess of £17 m.



	Support 35 applications per annum
	Average of 17 applications supported per annum over the period 1997 – 2000.




Value for Money

19. To assess the value for money achieved by SEAS, we have calculated the cost per job created and sales achieved per £1 of SEAS input.  The results are detailed below.

	Value for Money Assessment: Summary

	Value of Inputs
	Outputs
	Ratio of Inputs to Outputs

	Population

Drawdown by all companies 1993 – 2000 = £2.65m
	Actual sales achieved 1993 – 2000 all companies

(Calculated by DTZ Pieda: see Section 5 for further details)

£27.8m
	On average, £1 of SEAS inputs generates £10.50 of export sales

	Survey Sample

Drawdown by surveyed companies = £260,000
	Total jobs created in those companies surveyed1

11 FTEs

(We have counted only actual jobs created in Scotland – there have been a further 10.5 jobs created overseas as a result of SEAS )
	Cost per job

Scottish jobs only £23,600

All jobs created £12,090


1  We have not grossed up the number of jobs created to the total population given the small number of companies that were able to state actual job creation that had resulted from the SEAS assistance – some 11 companies.  Given that the programme was designed to achieve sales (not necessarily increase employment) we are not confident that those companies that have realised an employment increase are necessarily representative of the whole population. 

Enhancements

20. We list below a series of enhancements for each stage of the programme from recruitment through to follow-up / monitoring of companies’ success. 

· Recruitment  - liaison with the LEC / LEP network has improved and the referral rate has increased significantly from the first evaluation.   Further discussions / presentations by STI staff to the LEC / LEP network should be undertaken to ensure continued understanding and promotion of the scheme by those working directly with companies on a day to day basis. 

· Companies must apply directly to SEAS and take responsibility and ownership for the production of both the application form and marketing plan.  However, we would advocate a greater involvement of the LEC / LEP staff in this process to ensure that SEAS support is fully integrated with other business development support that the company may be pursuing from the public sector.   Closer liaison will also ensure that European rules regarding the total level of public sector support available to any one firm in any one year are not breached. 

Screening – there has been a high degree of applications that have been cancelled following an offer by the SEAS programme – roughly one in five over the eight year period 1993 – 2000.  We believe that improved screening of the companies marketing plans and a more rigorous assessment of the firm’s aims and objectives should be undertaken to lower this level of cancelled allocations.  While it will not be possible to detect all potential drop-outs, our interviews with those firms that have cancelled their allocations identified two out of the three that should have been screened out at an early stage.

· Draw down – There is a high level of funds not drawn down (some 45%) and the opportunity cost associated with tying this money up for a long period of time are significant.  We recommend that STI consider ways in which either less money per company is allocated up front and / or less money across the scheme is tied up for more than six months at any one time. 

· Follow-up – currently there is no follow-up by the scheme contractor once a company ceases drawing down funds from the Scheme.  Not only does this make monitoring payback and royalty payments more difficult (if no relationship with the company has been established) it also makes SEAS support more operational rather than strategic within the firm and potentially limits the longer term impact on a firm’s export development.  If there is greater integration between SEAS and the LEC /LEP network, the responsibility for follow-up could rest with the account manager that will have a greater interest in working with the company over the longer term on strategic development. 

· Monitoring - there is also a requirement that sales achieved as a result of SEAS are accurately monitored by the Scheme Contractor and reported on an annual bases.  Annual evaluations should be able to accurately assess, at a total population level, the value of inputs relative to the sales achieved.

1 introduction

Introduction

1.1 DTZ Pieda Consulting was commissioned by Scottish Enterprise (Scottish Trade International and the Planning and Evaluation Team) to undertake an evaluation of the Scottish Export Assistance Scheme (SEAS).   This report provides the results of this evaluation. 

1.2 SEAS was launched in 1989 and offers assistance to Scottish firms seeking to develop new, non-EU, export markets.  The Scheme was evaluated after three years of operation with a report produced in April 1993.  DTZ Pieda Consulting (then Pieda plc) undertook this earlier evaluation.

1.3 This second evaluation is focused on support provided to firms during the period 1997 – 2000.  However, given the duration of the Scheme we have undertaken population profiling and a limited number of interviews with firms assisted during the period 1993 – 1996 to provide a longer term analytical framework in which to assess the impact of the Scheme. We also provide an update on those firms interviewed in the initial study and comment on the royalty payments made to SEAS.

Study Objectives

1.4 The objectives of the study, as listed in the terms of reference, are to:

· Assess what progress SEAS has made towards achieving its objectives and targets;

· Assess the strategic fit of SEAS with particular reference to the “The International Challenge” the export development strategy developed and managed by Scottish Trade International (STI), Scottish Enterprise and the Scottish Executive;

· Assess the rationale for intervention, the market failure / s being addressed and evidence of market adjustment;

· Provide a full and detailed evaluation of the gross and net economic outputs and impact from the scheme;

· Assess, where appropriate, any other benefits that companies using SEAS have acquired e.g. benefits from networking with other companies using SEAS, knowledge of other assistance available from STI, SE etc;

· Provide a comparison of the strategic fit and compatibility with other funding schemes, such as the International Projects Fund, operated by STI

· Assessment of the success of the management and administration of the scheme and make recommendations, as appropriate, with regard to ways in which it may be improved or made more effective and customer focussed;

· Assess company satisfaction with the service they have received through the SEAS scheme i.e. quality of information and advice offered, speed of approvals process, detail required in business plans and applications;

· Assess the level of understanding of SEAS and its role within the Local Enterprise Network, the Export Partnership Network and within the target market;

· Draw conclusions and make recommendations that can result in improvements to the scheme operation, management, structure, targets, monitoring and evaluation and fit with other STI funding mechanisms.  

1.5 The second study objective has not been fulfilled given the draft and confidential nature of the STI strategy document at this time.  

1.6 A copy of the terms of reference can be found in Appendix A. 

Study Approach

1.7 The study was undertaken between April and July 2001.  Our approach was based around a survey of SEAS participants, including interviews with firms that had been made an offer by SEAS but had not pursued the programme: see Section 4 for full details of the interview programme.   The survey was front-ended by a workshop with the STI programme manager and the external scheme contractor (David Hedges), interviews with Local Export Partnerships (LEPs) and detailed analysis of the total population of firms assisted over the period 1993 – 2000.

1.8 At the conclusion of the company interview programme an internal workshop was held to discuss the findings of the survey and structure the analytical framework.  Following analysis, a further workshop was held with the client team to present the draft findings.  

1.9 During the course of the evaluation a member of the Scottish Enterprise Planning and Evaluation team shadowed the DTZ Pieda team.  In total the shadow attended 5 company interviews, the contractor workshop and the internal analytical workshop. 

2 Programme Objectives and operation 

Introduction

2.1 This Section provides an overview of the rationale and objectives underlying the SEAS programme and the operational and management practices of the scheme.  Information in this Section is drawn from the programme literature received at the outset of the study, our previous evaluation of the SEAS programme, our interviews with both the STI programme manager and the external scheme contractor and interviews with seven representatives of LEPs. 

Rationale

2.2 The rationale for establishing the SEAS programme was the identification of the high costs and risks associated with establishing a presence in a new, non-EU market which were determined to have an adverse effect on a firm’s willingness to pursue export opportunities.  The programme has been developed to share the costs / risks with a firm and benefit from a firm’s future success in the target market through both a straight payback and royalty payment scheme. 

Objectives

2.3 The specific objectives of the Scheme, as listed in the terms of reference, are to: 

· contribute to the Export Development Strategy by addressing the difficulties associated with accessing export finance, which is seen as a major constraint on the ability of Scottish companies, particularly SMEs to achieve significant export growth;

· contribute to an improvement in the success rate of companies entering new market territories, both in terms of numbers of companies and the time taken to establish export sales;

· support up to 35 SEAS applications per year; and

· achieve export sales of up to £4m per year from successful SEAS supported companies. 

Recruitment and Operation

2.4 The SEAS scheme was established in 1989 and was initially designed as a pilot programme targeted at those in the oil and gas sector.  It was quickly determined that the remit of the scheme should be widened and include those firms in the high tech. sectors and others that demonstrated significant export potential.  

2.5 Recruitment to the scheme is largely reactive with companies either contacting / applying directly or being referred via their LEC / LEP, STI or another economic development organisation.  

2.6 The key features of the scheme are outlined below. 

Level of Support

· reimburses up to 50% of the total cost of implementing an export plan (i.e. the companies have to match fund the SEAS contribution);

· up to £30,000 over a period of 2 years;

· SE take royalty of 5% on future sales to the market up to a maximum of twice the level of assistance granted;

· companies may apply for assistance in up to 2 separate market areas outside the EU.

Qualification Criteria

2.7 To qualify for assistance through SEAS a company must demonstrate the following:

· A clear and detailed understanding of the business opportunities and practices in the target markets together with good overall knowledge of the market.

· A clearly defined and developed strategy to achieve sales in the target market.

· That the market opportunity would not be realised, or would be delayed, without the Scheme assistance.

· That the company has the necessary commitment and resources required to implement the marketing plan and to realise the opportunities identified.

Application Process

2.8 Companies are requested to complete the application form and return it to the SEAS Scheme Contractor. The SEAS Office will then contact the company to request a marketing plan for the target area which incorporates:

· The method proposed to gain entry to the market.

· Identification of key clients.

· Knowledge of the competition.

· An estimate of the market for the company's products and services.

· A budget showing how costs will be incurred.  

2.9 Once the marketing plan has been submitted the Scheme Contractor will visit the company for an in-depth discussion of the application.  The contractor will then take the decision on whether or not to put the firm forward to STI for funding.  The decision on whether or not to fund a company rests solely with STI.  This split between the assessment and decision factors is a key feature of the delivery of SEAS: see below under Management and Delivery.

Coverage of Support

2.10 The following areas of expenditure are covered by the Scheme: 

· Travel and Expenses - to the market related to the project excluding entertaining and gifts;

· Sales Promotion - materials, advertising and exhibition costs;

· Commercial and Legal Costs - e.g. registration of company patent costs;

· Overseas Office Accommodation - rental, insurance, maintenance services;

· Overseas Staff Costs - recruiting, relocation and salaries for overseas staff;

· Overseas Warehousing - storage facilities, insurance, maintenance services;

· Training - external costs of training overseas based staff in selling products/services.

Management and Delivery

2.11 STI manage the SEAS programme and are responsible for taking the decision on which companies are supported.  The day to day delivery of the scheme is outsourced to an external contractor.  It should be noted that the same external contractor has been managing the scheme since 1991. 

2.12 The decision to outsource scheme delivery was taken to ensure:

(a) an independent assessment of a company’s ability to realise their export objectives (i.e. does the business case stack up?); and

(b) the elimination of any potential bias / influence being exerted on STI representatives to support a company’s application. 

2.13 The split between functions is summarised below:

	STI Responsibilities
	Scheme Contractor Responsibilities

	Ensure the Scheme is strategically integrated with STI strategy and other programmes of support

Take the decision on whether or not to fund each specific SEAS application based on the strategic fit of the company / project with wider SE goals / objectives.


	Receive and process application forms and marketing plans

Determine the business case for supporting the company and put this forward to STI for decision

Issue offer letters and monitor drawdown of monies by successful applicants

Monitor payback and royalty payments once export sales have been achieved.

Provide quarterly feedback to STI on the volume and nature of applications received, payback and royalty payments. 




2.14 The critical function of the external contractor is providing an independent assessment of the business case and marketing plan underlying the company’s export project.  

2.15 There is currently no system of monitoring or following-up project objectives on a company by company basis once firms have initiated their export plan.  While the Scheme Contractor maintains regular contact with SEAS participants during the drawdown period this contact is focused on ensuring that the financial side of the programme runs smoothly. 

Fit with Other Programmes

2.16 STI operate a number of programmes aimed at developing and expanding companies’ potential to export.  These programmes include:

· Eurofund

· Outward Expansion Fund

· Intellectual Property Rights Fund

· International Projects Fund

2.17 A brief overview of each of the programmes is given in Table 2.1 overleaf.

2.18 In addition to the export programmes run by STI, SEAS is delivered in the context of the export assistance available via the LEC / LEP network and within the wider environment of general business development advice / services offered to Scottish firms via the economic development agencies.  

	Table 2.1

Overview of STI Financial Support Packages

	
	EUROFUND
	OEF
	IPRF
	IPF

	Objective
	to support Scottish SMEs develop a market plan for the EU, excluding the UK
	to assist Scottish companies undertake investment in a jointly owned foreign company, acquisition of a foreign company or the establishment of an overseas company with manufacturing facilities or to provide a service
	to assist Scottish companies exploit their IPR by licensing or transferring rights to foreign companies in return for monetary reward
	to support Scottish companies pursue overseas project bids with a UK content of between £1-£30 million either as part of a package or turnkey project

	Funding
	· up to 50% of total cost of implementing export plan

· up to £15,000 over 2 years

· SE take royalty of 5% on future sales to the market up to 1.5 times the level of assistance granted
	· up to 50% of total cost of implementing strategy

· up to £30,000 over 2 years

· SE takes royalty on future sales to a maximum of 1.5 the level of assistance granted
	· up to 50% of total cost of implementing strategy

· up to £25,000 over 2 years

· SE takes royalty on future sales through IP transfer up to 1.5 times the level of assistance granted
	· up to 50% of total cost of tendering for an overseas project

· up to £30,000 over 2 years (exceptional circumstances £50,000)

· repayment of funding advanced if secure final contract plus premium 1% above BoS Base Rate on level of assistance granted

	Eligible costs
	· travel and expenses

· sales promotion

· commercial & legal
	· staff time

· travel and expenses

· commercial & legal

· bought in services

· office accommodation

· overseas staff costs

· training
	· staff time

· registration of IPR

· travel and expenses

· commercial & legal

· bought in services

· training
	· staff time

· overheads

· travel and expenses

· incidentals

· bought in services

· tender preparation & submission

· bid and/or performance bonds

	Other Comments
	Certain sectors are excluded: food processing, agriculture, fisheries and transport.
	Sales Offices are not included.
	Non-EU markets.
	Includes precontractual activity i.e. preliminary study, planning, design and engineering, preparation of BOO/BOOT and consultancy.


2.19 Given the volume of programmes and initiatives that exist it is not surprising that there is often confusion over which programme covers which aspects of exporting and which firms are eligible for which allocations of money.  However, from a participant point of view it is less important that the company understand the detail of all the different programmes and far more important that (a) all assistance for which they are eligible is properly identified and (b) the assistance received through the SEAS programme is properly integrated with other existing / potential support the firm is receiving from another economic development agency, (i.e. delivery must be joined-up). 

2.20 As part of the study we undertook consultations with a number of the Local Export Partnerships to assess their views on the degree to which they:

(a) are aware of, understand and recommend SEAS to their customers; and 

(b) feel that the content and / or delivery of SEAS could be enhanced. 

2.21 The key points to emerge from these interviews are listed below:

· General awareness of the scheme was found to be high - all respondents were aware of the scheme, with 2 stating that the scheme is being used quite frequently.  

· However, there are varying degrees of knowledge and understanding of the scheme.  5 respondents (out of seven) had a good understanding of the key objectives and principles of the scheme, as well as the eligibility criteria, the financial aspects and expenses covered.  In cases where SEAS is not being used very frequently, respondents stated that they would need to familiarise themselves with certain aspects.

· No active marketing of SEAS is undertaken, although all respondents have the brochure that is usually taken to clients and presented if necessary.  SEAS is generally promoted on a word of mouth basis through one to one activity with client companies.

· The level of recommendation was found to be high - 5 respondents have ‘actively’ recommended the scheme to companies and further two respondents stated that companies are made aware of it as an option if appropriate.  

· Take-up has generally been low.  In two cases, the scheme has never been taken up by companies, particularly where there is sufficient public finance available to support companies with local initiatives, which do not entail a payback element.  

Critique of the Scheme

· The majority of respondents criticised the level of payback, especially the level of royalties.  Whilst one respondent felt the payback element should be abolished altogether, others were less direct but thought it would be appropriate if the payback element was reduced.  Only two respondents advocated the level and structure of the payback element.

· In terms of its effectiveness and the administrative side of it, two respondents felt unable to comment, either because the scheme had not been taken up or, in one case, because all responsibility for the management and delivery of the scheme is handed over to David Hedges.  Two others felt that the idea behind the scheme is good in principle, but effectiveness is questionable due to the payback element.  One respondent suggested that effectiveness of the scheme is relative to companies’ readiness and drive, and one other thought that the scheme was very effective and exactly what companies need.

· The majority of respondents felt that the administrative procedures seemed to work well, particularly working together with the scheme administrator, although two respondents mentioned that they are often not aware when companies from their area are on the scheme and would like to be notified.

· Most respondents identified some degree of duplication between SEAS and other support schemes, particularly with the IPF and OEF.  One respondent stated that in his opinion all schemes should be consolidated to create greater clarity. 

2.22 While it is clear that the LEPs are aware of SEAS and discussing the programme with the companies in their areas, there emerges a clear need for greater integration of the programme with other aspects of LEP (and in our opinion LEC) support being delivered to firms. 

3 population analysis

Introduction

3.1 This Section provides a detailed analysis on the volume of applications to SEAS over the period 1993 – 2000, the status of these applications and the financial contribution allocated to, and drawn down by, programme participants. 

3.2 Unless otherwise noted, all data in this Section are drawn from the database managed and operated by the scheme contractor.  

Total Applications 

3.3 Figure 3.1 details the total number of applications received by SEAS per annum over the period 1993 – 2000. There have been 309 applications to SEAS since 1993: 191 between 1993 and 1996 and 118 between 1997 and 2000. 
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3.4 The number of applications has declined significantly over the 8-year time period, with just over one-third of the number received in 2000, compared to 1993. 

Sector

3.5 Table 3.1 provides an overview of the applicants by sector. Across all the applications to SEAS, there are a high proportion of companies from the Manufacturing and Oil and Gas sectors. 

3.6 During the period 1993-1996 in addition to Manufacturing and Oil and Gas the Consultancy sector was important, accounting for 20% of the applications. The proportion of applications from companies in the Manufacturing sector increased to 33% in the period 1997-2000. A greater proportion of the applications came from more varied industries with 26% falling under the Miscellaneous category.

	Table 3.1

SEAS Applicants by Sector 

	Sector
	All (1989 – 2000)
	1993-1996
	1997-2000

	Construction

Consultancy

Manufacturing

Medical

Miscellaneous

Oil and Gas

Software
	35

63

97

22

70

92

29
	17

38

41

9

33

37

16
	1

15

39

8

31

17

7

	Total
	408
	191
	118


Status

3.7 There were 191 applications made to SEAS between 1993-1996. Figure 3.2 breaks down this number by the status of the applications. 
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3.8 Between 1997 and 2000, there were 118 applications to SEAS which are categorised by status in Figure 3.3 below. 
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Previous Export Experience

3.9 The companies applying to SEAS between 1997-2000 have been categorised by their level of exporting experience as shown in Table 3.2.  (Please note this information was not initially available on the scheme contractor’s database and has been completed as an exercise specifically for this study – data are not therefore available for the period 1993 – 1996.) 

3.10 Across all applications to SEAS in the time period in question, the majority (46%) of applicants fell into the category of novice exporters, i.e. those have never or only recently started to consider exporting. Only 6% of applicants in this time frame were classed as leaders in the field of exporting.  (By leader we mean a firm that has been exporting successfully in a structured and strategic manner.)  Successful applicants in the period 1997-2000 were more likely to fall into the Dabbler or Developer categories.  "Dabblers" have some experience of exporting and potentially have been enjoying overseas sales for a number of years, but in an ad hoc and usually unplanned fashion.  "Developers" are companies that are committed to trade development with a track record of export sales, but which still have a lot to learn before achieving "leader" status.

	Table 3.2

1997-2000 SEAS applicants by export experience

	Experience
	All (%)
	Successful (%)

	Novice

Dabbler

Developer 

Leader
	46

25

24

6
	36

30

27

7

	Total
	100
	100

	n =
	118
	94


Target Market 

3.11 Figure 3.4 splits the applications in each of the two time periods by the markets they were targeting. The top three markets in both periods were found to be the Americas, the Pacific Rim and the Middle East. There was a rise, proportionally, in the number of applications focusing on Non-EU Europe, Africa & India in 1997-2000. 
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Annual Average Value of Assistance

3.12 The total value of allocations made under the SEAS programme during the period 1993 – 2000 is £4.79 million.  Of these allocations some £2.65 million has been drawn down over the same period.  This equates to 55% of the money that is allocated being drawn down.  Figure 3.5 provides an analysis of allocations to drawdown on an annual basis over this time period. 
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3.13 The reasons for the disparity in allocation to drawdown are as follows:

· as export sales in the target market increase companies cease drawing down their allocation to limit the amount they have to pay back to SEAS at the end of the scheme; or

· as companies can draw down funds for 8 quarters those firms that were accepted on the scheme in 1999 and 2000 are still entitled to be drawing down funds; or

· as shown in Figure 3.2 above, one in five firms is cancelling their allocation following an offer from SEAS.  Funds are therefore allocated to that firm but will not be drawn down. 

3.14 There is an opportunity cost associated with tying allocated funds up for a long period of time given the level of draw down over the recent years.  The question has to be asked that if drawdown is likely to remain at approximately 55% should either less money be allocated up front (on a per company or scheme basis) or can non drawn down funds be re-allocated to another export programme at the end of each year?

3.15 Figure 3.6 provides an analysis of the average annual level of drawdown per company over the 8 years.  As can be seen the level of drawdown has averaged between £6,000 and £9,000 per company per annum.  The number of companies supported has gradually declined from 69 in 1993 to only 23 in 2000.  (Note: as companies can draw down funds over a two year period the numbers of firms in Figure 3.6 do not necessarily correlate with those in Figure 3.1.)
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Annual Average of Sales

3.16 It has not been possible to monitor the average value of sales achieved by all SEAS assisted companies on an annual basis.  The Scheme Contractor does record the amount of money paid back to SEAS, both directly and as a royalty on sales achieved, however the total value of sales is not recorded. 

Pre-1993 Monitoring Companies

3.17 There were 24 companies surveyed in the initial Evaluation of SEAS in 1993 that undertook 30 projects. Table 3.3 provides a summary of the history of these projects. The status of the 30 projects is as follows:

· In receivership


8

· No longer claiming - levy 
5

· Completed


9

· Repaid completely

4

· Cancelled allocation

4

3.18 Of the 30 projects, there were only 11 cases where funds were paid back. Of these 11 projects only 3 paid back in full i.e. double the amount initially borrowed.

	Table 3.3

Pre-1993 Company Monitoring

	Company
	Sector
	Market
	Start Date
	Status
	Allocation
	Drawdown
	Paid Back

	Aviation (Scotland) Ltd
	Manufacturing
	Americas
	23/04/92
	In receivership
	£30,000
	£12,248 @ Sep 1993
	£0.00

	DataCAD Ltd
	Software
	Americas
	29/04/92
	No longer claiming - levy
	£30,000
	£30,000 @ Feb 1993
	£0.00

	Norson Power Ltd
	Oil & Gas

Manufacturing
	Middle East

Americas
	10/01/92

04/03/92
	No longer claiming - levy

No longer claiming - levy
	£11,000

£9,000
	£4,437 @ Jan 1993

£6,736 @ July 1993
	£7,484 in 1995

£0.00

	Tayburn Design Ltd
	Consultancy
	Middle East
	27/03/92
	Completed
	£30,000
	£8,830 @ Jan 1993
	£0.00 levy period ended

	Cairn Energy plc
	Oil & Gas
	Middle East
	30/01/92
	Repaid completely
	£30,000
	£30,000 @ Jan 1995
	£60,000 paid back double

	Lomond Design Group
	Construction
	Middle East
	27/10/92
	In receivership
	£10,000
	£10,000 @ Aug 1995
	£0.00

	IT IS Property Ltd
	Consultancy
	Pacific Rim
	15/08/91
	In receivership
	£30,000
	£25,856 Total
	£0.00

	Gemini Corrosion Services Ltd
	Oil & Gas
	FSU
	06/10/92
	Completed
	£60,000
	£56,117 @ Nov 1994
	£0.00 levy period ended

	Welltrain Ltd
	Oil & Gas
	Middle East
	03/06/92
	In receivership
	£25,000
	£6,059 @ Oct 1993
	£0.00

	Prodrill Ltd
	Oil & Gas
	FSU

Middle East
	29/11/90

23/03/92
	Completed

Repaid completely
	£30,000

£30,000
	£24,594 @ March 1992

£10,000 direct to SCEME
	£0.00 levy period ended

£20,000 paid back double

	Dexim Ltd
	Oil & Gas
	Middle East
	11/03/92
	In receivership
	£30,000
	£31,632 @ Jan 1994
	£14,767 in 1993/1994

	Lasalle Engineering Ltd
	Oil & Gas
	Americas
	23/03/89
	Repaid completely
	£30,000
	£5,364
	£5,364 in 1990

	Ramco Oil Services plc
	Oil & Gas
	FSU
	31/08/89
	Repaid completely
	£30,000
	£30,000 @ Oct 1991
	£60,000 paid back double

	Multifabs Survival Ltd
	Manufacturing
	Americas

Non-EU Europe
	18/03/92

18/03/92
	Completed

Completed
	£11,000

£12,000
	£2,525 @ March 1993

£1,471 @ March 1993
	£626 levy period ended

£1,225 levy period ended

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Clarke's of Loch Ewe Ltd
	Miscellaneous
	Pacific Rim
	24/04/92
	Cancelled allocation
	£15,000
	
	n/a

	Blair Anderson
	Construction
	Middle East

Africa
	20/01/92

12/12/91
	No longer claiming - levy

No longer claiming - levy
	£30,000

£30,000
	£30,000 @ May 1994

£30,000 @ May 1994
	£0.00

£0.00

	Electro-Flow Controls
	Oil & Gas
	FSU

Middle East
	13/09/91

04/10/92
	Completed

Cancelled allocation
	£30,000

£20,000
	£30,000 @ April 1994
	£0.00

n/a

	Baxters of Speyside
	Miscellaneous
	Americas
	06/01/93
	Cancelled allocation
	£25,000
	£21,086 @ June 1993
	£0.00 write off

	Blackbourn Geological Services
	Oil & Gas
	FSU
	09/07/92
	Completed
	£9,000
	£3,495 @ July 1994
	£0.00 levy period ended

	Petroleum Engineering Services Ltd
	Oil & Gas
	FSU
	28/06/89
	Completed
	£30,000
	£1,744 @ Oct 1989
	£0.00 levy period ended

	Sysdrill Ltd
	Oil & Gas
	FSU
	12/06/89
	Completed
	£30,000
	£30,074 @ Aug 1993
	£0.00 levy period ended

	J & F Johnston Ltd
	Construction
	Middle East
	18/11/92
	In receivership
	£30,000
	£30,000
	£1,095 in 1997

	Babcock Energy Ltd
	Manufacturing
	Pacific Rim
	14/09/92
	Cancelled allocation
	£30,000
	
	n/a

	RAANND Systems Ltd
	Manufacturing
	Pacific Rim

Non-EU Europe
	17/05/92

03/06/92
	In receivership
	£30,000

£30,000
	
	£2,048 in 1993

£1,015 in 1993


4 company survey

Introduction

4.1 This section provides the results from the company survey, which was carried out by DTZ Pieda Consulting during May - June 2001.  

4.2 Interviews were carried out with 36 companies that had received assistance through the SEAS scheme over the period 1993 – 2000, of which 10 companies were registered prior to 1997 and 26 companies post 1997.  In addition, the study team carried out three interviews with companies which had been allocated SEAS funding but subsequently cancelled their allocation.  Overall, 14 face-to-face interviews and 25 telephone interviews were undertaken.

4.3 The objective of the survey was to get company views on SEAS in terms of the quality of support given, the overall impact on their businesses both in quantitative and qualitative terms and, where applicable, the reasons failing to take up the offer.  

4.4 The survey questionnaire covered a wide range of topics ranging from the company’s background and previous exporting experience to their views on the success of the scheme in terms of economic impact and added value.  The topics covered are summarised below and a full copy of the questionnaire is included in Appendix B.

4.5 Topics covered:

· company background – including sector, previous exporting experience and financial performance;

· involvement in the initiative – including how companies became involved, their satisfaction with the administrative side and what the money has been used for;

· results from participation – including qualitative benefits and companies’ views on the overall success of their overseas projects;

· sales impact and level of additionality 

Survey Results

Company Background

4.6 Table 4.1 below illustrates the concentration of small businesses in terms of both employment and turnover at their respective start of assistance.  The vast majority of companies interviewed were small businesses with up to 50 employees an annual turnover of less than £1 million.  The low level of turnover indicates that many of the companies would have lacked the necessary resources to undertake a relatively risky market entry with uncertain returns.  Some 3 companies had had no turnover prior to participation in SEAS.  A full breakdown is given in table 4.1:

	Table 4.1

Size of Companies Interviewed 

	No.  of Employees
	No. of Companies
	Turnover (£m)
	No. of Companies

	Less than 10
	12
	0 to 1 million
	17

	11 to 50
	11
	1 to 2 million
	3

	51 to 100
	4
	2 to 5 million
	3

	101 to 200
	2
	5 to 10 million
	1

	200+
	0
	10 million +
	0

	No of respondents: 29
	No of respondents: 24


4.7 The companies were also asked to provide some details on their past and future financial performance.  As can be seen from table 4.2 there has been a steady increase in average turnover over the past few years and further increases are expected.

	Table 4.2

Total Turnover (£m)

	
	Actual
	Potential

	
	97/98
	98/99
	99/00
	00/01
	01/02
	02/03

	Total Turnover 
	5.92
	11.39
	12.79
	21.62
	45.94
	26.33

	Average T/o
	0.93
	0.85
	0.91
	1.31
	2.84
	1.76

	No of Cases
	14
	20
	21
	22
	19
	15


4.8 Figure 4.1 below provides an overview of the main industries / sectors (according to SEAS categories) that were represented during the survey.  As can be seen, just under a half of the companies interviewed are in two sectors, manufacturing and oil & gas, which is fairly typical given the type of business support and its initial focus on key sectors, particularly the oil & gas industry.  
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Previous Exporting Experience

4.9 In order to fully assess the impact of the Initiative it is important to take account of the extent and nature of the companies' exporting experience prior to and since participation in SEAS.

4.10 42 per cent of the companies surveyed had no exporting experience prior to receiving SEAS assistance, which is a fairly high proportion considering that the scheme is aimed at companies that can demonstrate significant exporting potential. 

4.11 A further 33 per cent described themselves as ‘Dabblers’, with only fairly limited exporting experience.  Interestingly, the majority of these companies had exported for a considerable number of years, with two companies having more than twenty years experience, suggesting that overseas activities had been rather patchy and on an ad hoc basis.   

4.12 Only seven companies in total stated that they had been developed exporters prior to SEAS and two companies considered themselves as experienced exporters.  Table 4.3 illustrates the relative unimportance of the number of years when determining the level of experience. 

	Table 4.3

Exporting Status vs. Years of Experience

	
	Exporting Status (No. of Companies)

	Years of Experience
	Novice
	Dabbler
	Developer
	Experienced

	0
	15
	-
	-
	-

	1 to 4
	-
	3
	-
	-

	5 to 10
	-
	7
	5
	1

	11 to 20
	-
	-
	1
	-

	21 to 50
	-
	2
	1
	-

	50 +
	-
	-
	-
	1

	Total
	15
	12
	7
	2


4.13 The relative importance of exports to the companies’ overall activities is illustrated in Table 4.4 below.  For those companies which were able to provide information there has been a steady growth in the average level of exports as a percentage of total sales over the period under consideration.  Moreover, the forecast figures suggest that a number of companies expect major increases in export sales in relation to their overall activities.

4.14 Two of the companies that were non-exporters when they first received SEAS assistance have achieved export sales and further 5 are expecting sales over the next three years.  For a more detailed discussion of sales and employment impacts please refer to Section 5.

	Table 4.4

Exports as a Percentage of Total Sales (£m)

	
	Actual
	Potential

	
	97/98
	98/99
	99/00
	00/01
	01/02
	02/03

	Mean Exports as % of Sales
	27
	25
	26
	35
	38
	40

	No of Cases
	18
	20
	21
	20
	20
	19


Reason for Participation

4.15 Overall 15 companies had received other export support before participating in SEAS.  LEC/LEP support and other STI support including IPF, Eurofund and Outward Expansion appeared to be the most frequent types of assistance, with both being mentioned by 40% of companies.  Four companies had received DTI support.

4.16 Just over a half of the companies were recommended onto the scheme through their LEC/LEP, suggesting that there is a relatively high level of awareness of SEAS amongst local advisers and high levels of recommendation.  It is also very encouraging that out of six companies that had received LEC support prior to SEAS, five were advised to seek further assistance through SEAS as LEC assistance was felt to be unsuitable or insufficient.

4.17 Seventeen percent were made aware of SEAS directly through STI.  Only two companies decided to participate in the scheme following a corporate recommendation (see Table 4.5):

	Table 4.5

Reason for Participation (No. of Companies)

	LEC/LEP Recommendation
	19

	STI Recommendation
	6

	Previous use/knowledge of SEAS
	3

	Corporate Recommendation
	2

	Other Recommendation
	4

	Other Reason
	-

	Don't know
	2

	No of respondents: 36


Recruitment Process

4.18 The companies were asked to rate the SEAS recruitment process in terms of the clarity, relevance and decision time at each stage. Table 4.6 illustrates the high number of companies rating each stage of the recruitment process highly in terms of all 3 criteria. The decision times at the application form and offer letter stages was felt to be good by 78% of the companies.

	Table 4.6

SEAS Recruitment Process

	
	No. of Companies rating stage as good against criteria

	Stage of Recruitment Process
	Clarity
	Relevance
	Decision Time

	Application Form
	27
	27
	28

	Marketing Plan Guidance Notes
	23
	23
	n/a

	Offer Letter
	29
	n/a
	28

	Terms and Conditions of Loan
	27
	27
	n/a

	No. of respondents: 36


4.19 A few companies suggested possible enhancements to the recruitment process. Points identified by the companies included the following:

· the application form required too much detail;

· there could be more flexibility in the terms and conditions of the loan;

· the Scheme Administrator had to be contacted to clarify every stage of the recruitment process.

4.20 The companies were asked for any additional comments regarding the recruitment process in general and 14 of the companies offered a response. The comments can be grouped into 4 categories: positive comments, costs, time and other comments. The 4 categories are summarised below:

	Positive Comments

Scheme Administrator was helpful at all stages in clarifying the process.

Everything was fine, no problems at all.

Very reasonable process.

Very straightforward.
	Costs

Only getting half of the project cost is slightly inflexible.

Reduce interest on loan.

Too much hassle and too many costs involved in getting a relatively small grant. Also the grant should cover more expenses i.e. preparation for meetings abroad and money that needs to be spent post meetings.

	Time

Scottish Trade Americas helped arrange a meeting (regarding SEAS) eventually, but it took time.

Took longer than it should have done, lot of work for the amount of money.
	Other

Could be consolidated with IPRF.

Could have done with support earlier but wasn't aware of SEAS.

Application form is not aligned to the media/creative industries.


Project Description

4.21 The vast majority of companies (89%) used their money in order to visit their target market, which is extremely important when identifying potential distributors or customers.  Furthermore, 53% used the assistance to promote their products, either via trade fairs and exhibitions or other promotional material.  Overseas office accommodation, staff costs and training was mentioned only sporadically (see Table 4.7).

	Table 4.7

Type of Assistance

	Type of Assistance
	% of companies

	Travel & Expenses
	89%

	Sales Promotion
	53%

	Overseas Office Accommodation
	3%

	Overseas Staff Costs
	3%

	Training
	6%

	No. of Respondents: 36


4.22 DTZ Pieda classified the companies' projects as either strategic or operational. Strategic projects are likely to be where the company has no prior involvement in the market and is trying to break into the market, for example by going to meet with potential partners. Operational projects are more likely to be where the company is already established in the market and is perhaps setting up an overseas office.  The methods of market entry adopted by companies is summarised in Figure 4.2.  The most popular is direct selling (25%), followed by overseas agents/distributors (16%) and using contacts abroad (13%).
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Project Success 

4.23 Figure 4.3 below presents the companies’ views on overall success of their overseas project.  Some 9 companies could report a complete success in their target market, with 5 companies indicating that success had exceeded their expectations.   A significant number of respondents (12) could only report limited success and in further seven cases, the project was described as a failure, with only very limited sales and no future sales to be expected.  Some 3 companies decided to withdraw from their target market. 
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4.24 Some of the main characteristics of the projects falling into each of the four success categories are presented in the matrix below. A more encouraging picture emerged when companies were asked for their views on future success potential versus success to date.  The vast majority of companies who had had only limited or partial success so far were confident that significant levels of export sales would be generated in future.  

4.25 It should also be stressed that, in those cases where projects had been unsuccessful, this appeared to be down to unstable political/economic conditions in their target markets.  None of the companies interviewed felt that SEAS could in any way be held responsible and, moreover, the vast majority would undertake another programme again.

	Complete Success

9 companies

2 pre 1997 / 7 post 1997

High level of initial award - £19k (average)

High level of drawdown - £15.4k (average)

5 novice, 2 dabbler, 1 developed & 1 experienced

£2.5m actual sales

£35.7m potential sales (one company £35m)

Average additionality 66% (medium to high)

Contributory factors:

"SEAS funding from the start of the project"

"patience and determination to see it through"

"5 year project, ongoing delivery"

	Partial Success

7 companies

All assisted post 1997

Smaller initial award - £10k (average)

Lower level of drawdown - £7.7k (average)

3 novice, 1 dabbler & 3 developed

£1.1m actual sales

£145k potential sales

Average additionality 57%

Contributory factors:

"SEAS gave back up to the project that might not have had the same weight otherwise"



	Limited Success

12 companies

4 pre 1997 / 8 post 1997* 

Average level of initial award - £16k

Lower level of drawdown - £6k

7 novice, 2 dabbler, 2 developed & 1 experienced

£1.8m actual sales

£186k potential sales

Average additionality 46%

Contributory factors:

"disappointed so far but hopeful for the future"

"definitely potential, the company is now bigger and able to compete"

"we have only started to train people, there is a lot of potential but no sales as yet"

*(4 projects 1999/2000 so bearing on assessment of success as time related)
	Failures 

7 companies

4 pre 1997 / 3 post 1997

Average level of initial award - £14k

Lower level of drawdown - £7.6k

4 novice, 2 dabbler & 1 developed

Contributory factors:

"markets that were targeted were not strong enough - withdrew"

"should be potential, will go back to the market, nothing to do with SEAS"

"Lost a lot of money in venture and crisis of confidence in Malaysia"


Qualitative Impacts

4.26 A key aspect of the company survey was to identify any results which the companies interviewed felt could be attributed to participation in the scheme, both on a qualitative and quantitative basis.  Figure 4.4 below presents the main qualitative results that could be identified.  For a detailed analysis of the quantitative impacts achieved, including DTZ Pieda’s assessment of overall additionality, please refer to Section 5.

4.27 There is evidence that the assistance provided by SEAS made an impact on the companies in a wide variety of ways.  36% companies had been successful in establishing a relationship with an overseas agent/distributor and slightly less (31%) felt that SEAS funding had resulted in a more strategic approach to exporting.  The full results are presented in Figure 4.4.
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4.28 The exporting experience of the companies was established in Table 4.3. It is interesting to consider the influence that a company's exporting experience may have had on the qualitative results of their SEAS project. For the purposes of the analysis the export experience categories have been grouped into 2 broader bands, namely Dabbler or Novice and Developed or Experienced. There are 27 Dabbler or Novice companies and 9 Developed or Experienced companies. 

Several notable points regarding the qualitative results achieved by projects emerged from the analysis including the following:

· 56% of the more experienced companies felt that the project helped establish their name and make contacts overseas compared with only 11% of the less experienced companies;

· 1/3 of the less experienced companies felt that participation in SEAS improved their confidence in tackling export markets as did 22% of the more experienced companies;

· 22% of the more experienced companies stated one of the benefits was the creation or reallocation of their export budget whereas none of the less experienced companies reported this;

· Improvements in exporting processes were twice as likely to be a qualitative benefit for the experienced companies (44%) than the less experienced companies (22%);

· The less experienced companies reported recruitment of a marketing/export manager (7%) and recruitment of foreign speakers (11%).

Other Comments

4.29 The respondents made a number of additional comments which were both positive and negative, a selection of which is given below:

· "SEAS covers accommodation and travel only when it should really be extended to cover preparation for meetings and post meetings…."

· "Potentially integrate SEAS with other programmes, perhaps a combination of a development programme and a marketing programme as they both go hand in hand"

· "If I had known about SEAS earlier I would have applied as most of the expenses from previous projects would have been eligible."

· "Encourages you to take a risk, a good scheme but not visible enough - marketing is one weakness" 

Cancelled Allocations

4.30 As mentioned earlier, short telephone interviews were carried out with three companies who had been allocated SEAS funding but subsequently failed to take up the offer.  Table 4.9 presents a brief overview of their overseas projects and reasons for cancelling the allocation:  

	Table 4.9

Cancelled Allocations 

	
	Project Overview
	Reason for

Cancelling Allocation
	Comments

	Company 1 (Manufacturing, Novice)
	Direct selling of teak products to North Africa and Middle East
	‘Had not really planned to take up the offer; just wanted to see what was available – got private funding.’
	Project has been unsuccessful; company currently not trading

	Company 2

(Manufacturing, Developed)
	Meters for the meat and fish industry; company wanted to enter North America
	Company got offered SEAS funding (£6,000) but could not raise sufficient funding to match grant.
	Company did not enter North America, but still hopeful of future success. 

	Company 3

(Consultancy, Novice)
	Power generation projects in Nepal
	Company got private funding from Nepalese partners and felt there was no need to take up SEAS offer
	IPF prospects were considered to be more attractive as all expenses are covered.


  Summary

4.31 The key points to emerge from the company survey are summarised below:
· SEAS participants tend to be small companies (less than 50 employees) many with a turnover of less than £1 million;
· Products and services offered by the companies varies, although there is slight bias towards manufacturing and oil / gas companies (given the development of the Scheme this is not surprising);
· Previous exporting experience is varied with 42% of surveyed companies classifying themselves as novice exporters.  Target markets are also varied;
· The majority of support has been used to cover travel and promotional costs (many associated with trade exhibitions).  
· Project success has varied, but those projects that are considered to be successful by the companies have resulted in significant qualitative benefits for the firms.  Many of the partial / limited success projects are time related rather than a failing of the scheme. 
5 economic impact analysis

Introduction

5.1 This section summarises the quantitative impacts both in terms of export sales and employment that can be attributed to SEAS, taking additionality into account.  

5.2 Based on figures that were supplied to DTZ Pieda during the company survey, quantitative impacts were first assessed at company level and then grossed up to the total population of companies that were assisted over the period 1993 – 2000. 

5.3 Due to the fact that a number of companies that were included in the survey had received assistance fairly recently, it was not possible in all cases to establish actual impacts.  As a result, the calculation also takes potential impacts into account.

Gross Impact

5.4 The extent to which quantitative impacts have been achieved as a result of participation in the SEAS scheme is very encouraging, with 15 companies having achieved export sales in their target market and 23 companies expecting future sales.  Figure 5.1 provides this breakdown.  Five companies have achieved export sales, a further 10 have achieved some sales and expect to achieve more, while 13 companies expect to achieve sales in the future. 

Figure 5.1

No of Companies with Sales Impacts


Actual
Potential


5.5 Where possible, companies were asked to quantify both actual and potential increases in turnover and employment, as well as the number of jobs safeguarded.  The results are presented in Table 5.1 overleaf, on a company by company basis.

	Table 5.1

Gross Impacts at Company Level

	
	Exporting Status
	Actual Sales

(£)
	Potential Sales

(£)
	Employment Creation
	Safeguarded Employment

	1
	Dabbled
	10,000
	50,000
	-
	-

	2
	Developed
	1,400,000
	(
	-
	-

	3
	Dabbled
	17,000
	(
	1
	-

	4
	Developed
	350,000
	700,000
	2
	-

	5
	Dabbled
	16,000
	120,000
	2
	-

	6
	Experienced
	-
	(
	-
	-

	7
	Dabbled
	-
	12,000
	1
	-

	8
	Dabbled
	-
	1,700,000
	-
	-

	9
	Dabbled
	-
	(
	-
	(

	10
	Dabbled
	150,000
	-
	-
	-

	11
	Novice
	-
	200,000
	3
	5

	12
	Dabbled
	-
	100,000
	-
	-

	13
	Developed
	7,200
	(
	-
	3

	14
	Dabbled
	4,000
	-
	-
	-

	15
	Dabbled
	-
	(
	-
	-

	16
	Novice
	-
	(
	(
	-

	17
	Developed
	120,000
	120,000
	-
	3

	18
	None
	-
	(
	-
	-

	19
	Novice
	-
	(
	4
	-

	20
	Novice
	-
	-
	-
	-

	21
	Novice
	-
	45,000
	-
	2

	22
	Dabbled
	20,000
	70,000
	-
	-

	23
	Novice
	848,597
	-
	-
	2

	24
	Developed
	22,000
	350,000
	2
	-

	25
	Dabbled
	-
	500,000
	-
	-

	26
	Novice
	-
	35,000,000
	75
	-

	27
	Experienced
	-
	100,000
	3
	-

	28
	Novice
	280,000
	20,000
	0.5
	-

	29
	Novice
	-
	-
	-
	-

	30
	Developed
	16,000
	-
	-
	-

	31
	Novice
	-
	-
	-
	-

	32
	Novice
	-
	-
	-
	-

	33
	Novice
	-
	-
	-
	-

	34
	Novice
	-
	-
	-
	-

	35
	Dabbled
	-
	-
	-
	-

	36
	Novice
	-
	-
	-
	-

	Total
	3,260,797
	39,087,000
	93.5
	15


Additionality

5.6
In order to assess the level of additionality of the export assistance provided by SEAS, respondents were asked to indicate to what extent the results identified during the survey could be directly attributed to SEAS.  The companies’ own assessments have been reviewed by the study team based on the results of the entire interview and the final results are presented in Table 5.2 on a company by company basis.

	Table 5.2

Overall level of Additionality by Company

	
	Exporting Status
	Level of Additionality 
	Level of Additionality

 (%)

	1
	Dabbled
	Medium
	50

	2
	Developed
	Complete
	100

	3
	Dabbled
	Medium
	50

	4
	Developed
	Complete
	100

	5
	Dabbled
	Low
	25

	6
	Experienced
	Medium
	50

	7
	Dabbled
	Complete
	100

	8
	Dabbled
	Low
	25

	9
	Dabbled
	Low
	25

	10
	Dabbled
	Medium
	50

	11
	Novice
	Medium
	50

	12
	Dabbled
	Low
	25

	13
	Developed
	Medium
	50

	14
	Dabbled
	Complete
	100

	15
	Dabbled
	High
	75

	16
	Novice
	Medium
	50

	17
	Developed
	Complete
	100

	18
	None
	Low
	25

	19
	Novice
	Low
	25

	20
	Novice
	Low
	25

	21
	Novice
	Complete
	100

	22
	Dabbled
	Complete
	100

	23
	Novice
	High
	75

	24
	Developed
	Complete
	100

	25
	Dabbled
	Low
	25

	26
	Novice
	High
	75

	27
	Experienced
	High
	75

	28
	Novice
	Nil
	0

	29
	Novice
	N/a
	-

	30
	Developed
	Nil
	0

	31
	Novice
	N/a
	-

	32
	Novice
	N/a
	-

	33
	Novice
	N/a
	-

	34
	Novice
	-
	-

	35
	Dabbled
	-
	-

	36
	Novice
	
	-

	
	Average Additionality
	
	58%


5.6 One fifth of the companies interviewed said that they would have not gone ahead with their overseas project without the assistance provided by SEAS.  Unsurprisingly, these were most likely to be companies with no or only little previous exporting experience.  The majority would have attempted to go into the market but felt that, without the assistance, the project would have been affected to some degree.  The overall level of additionally can therefore be summarised as follows:

	Table 5.3

Overall Additionality

	Level of Additionality 
	Percentage of Companies

	Complete
	19

	High
	14

	Medium
	19

	Low
	22

	Nil
	5

	Not applicable / don’t know
	19

	No of respondents: 36


5.7 It should be borne in mind that in cases where the company described the project as a failure, no assessment of additionality could be made.

5.8 In order to investigate the degree of additionality provided by SEAS in greater detail, respondents were also asked whether they felt that the scheme had been beneficial to them in terms of improving timescale and/or efficiency of their overseas project.  The results summarised in Table 5.4 suggest that

· in 21 cases, the project would have been much slower without assistance through SEAS; and

· some 17 companies believed that the project would have been less efficient without assistance.

	Table 5.4

Timescale / Efficiency

	
	Timescale
	Efficiency

	
	No. of Companies
	No. of Companies

	Much Improved
	21
	17

	No Change
	7
	10

	Don’t know / not applicable
	8
	9

	No. of Respondents: 36


5.9 The cost implications resulting from these significant improvements in timescale and effectiveness should not be underestimated in establishing the true impact of the support provided by SEAS.

Net Impacts: Survey Population

5.10 Based on the above analysis it is possible to calculate the net economic impact achieved.  Table 5.5 overleaf presents a detailed analysis on a company by company basis.  As can be seen, actual export sales in excess of £2.6 million can be directly attributed to the financial support provided by SEAS, with a further £28 million likely to be achieved in future (of which, however, £26m would be generated by one single company).

5.11 In addition, there has been/will be considerable impact on the companies surveyed in terms of employment, with at least 67 new jobs resulting from the assistance provided by SEAS and 11 jobs safeguarded.  Again, it should be noted that 56 of new jobs would be created by one single company. 
	Table 5.5

Net Impacts at Company Level

	
	Exporting Status
	Actual Sales

(£)
	Potential Sales

(£)
	Employment Creation
	Safeguarded Employment

	1
	Dabbled
	5,000
	25,000
	-
	-

	2
	Developed
	1,400,000
	(
	-
	-

	3
	Dabbled
	8,500
	(
	0.5
	-

	4
	Developed
	350,000
	700,000
	2
	-

	5
	Dabbled
	4,000
	30,000
	0.5
	-

	6
	Experienced
	-
	(
	-
	-

	7
	Dabbled
	-
	12,000
	1
	-

	8
	Dabbled
	-
	425,000
	-
	-

	9
	Dabbled
	-
	(
	-
	-

	10
	Dabbled
	75,000
	-
	-
	-

	11
	Novice
	-
	100,000
	1.5
	2.5

	12
	Dabbled
	-
	25,000
	-
	-

	13
	Developed
	3,600
	(
	-
	1.5

	14
	Dabbled
	4,000
	-
	-
	-

	15
	Dabbled
	-
	(
	-
	-

	16
	Novice
	-
	(
	-
	-

	17
	Developed
	120,000
	120,000
	-
	3

	18
	None
	-
	(
	-
	-

	19
	Novice
	-
	-
	1
	-

	20
	Novice
	-
	-
	-
	-

	21
	Novice
	-
	45,000
	-
	2

	22
	Dabbled
	20,000
	70,000
	-
	-

	23
	Novice
	636,448
	-
	-
	1.5

	24
	Developed
	16,500
	262,500
	1.5
	-

	25
	Dabbled
	-
	125,000
	-
	-

	26
	Novice
	-
	26,250,000
	56
	-

	27
	Experienced
	-
	75,000
	2.5
	-

	28
	Novice
	-
	-
	-
	-

	29
	Novice
	-
	-
	-
	-

	30
	Developed
	-
	-
	-
	-

	31
	Novice
	-
	-
	-
	-

	32
	Novice
	-
	-
	-
	-

	33
	Novice
	-
	-
	-
	-

	34
	Novice
	-
	-
	-
	-

	35
	Dabbled
	-
	-
	-
	-

	36
	Novice
	-
	-
	-
	-

	Total
	2,643,048
	28,264,500
	67
	10.5


Net Impacts: Total Population

5.12 In order to calculate the net quantitative impact that SEAS has had on the total population of assisted companies, the results for the 36 companies surveyed must be grossed up to the population of 252 companies that had received assistance during 1993 – 2000.  

5.13 Actual and potential sales were grossed up on the basis of the date assistance was awarded.  The methodology can be summarised as follows:

· all surveyed companies were first classified according to start date of award;

· the study team then calculated total sales achieved per annum by companies assisted in that year; and the average drawdown for companies assisted in that year;

· we then worked out a ratio of input to output per annum;

· applied this ratio to the average level of input per annum per company to calculate an average level of sales per company per annum; and

· we then summed these averages to achieve the total level of sales for that year by all assisted companies.

5.14 Table 5.6 presents the total net economic impact, grossed up to the total population of assisted companies, both in terms of actual and potential impacts.  These figures must be interpreted with great caution due to the methodology used for grossing up; i.e. calculating the gross impact based on date of assistance.  In particular, in some years only a small number of sales figures were available which the calculation could be based upon.  

	Table 5.6

Net Impact on Export Sales and Employment for the Total Population

	
	Actual

1993 - 2001
	Potential

2001 - 2004

	Export Sales
	£27.8 million
	£17.31 million

	Note:

1 Figure excludes £35 million potential sales, as likely to be generated by one single company and therefore not representative.


6 conclusions and recommendations

Achievement of Objectives

6.1 The starting point for our conclusions is the extent to which SEAS has achieved the objectives set for the programme.  We have summarised the extent to which we believe the objectives have been met below. 

	Objective
	Achievement

	Secure market entry 
	Supported firms have successfully achieved sales in new markets.  

Average level of additionality calculated at 58%.

Timescale and effectiveness improvements thought to be considerable as a result of SEAS participation. 

	Access finance
	£4.79 m offered to firms between 1993 – 2000

£2.65 m drawn down 



	Achieve sales of £4 million per annum
	Achieved sales of £28 m over 8 years, approximately £3.5m per annum.

Potential sales forecast in excess of £17 m.



	Support 35 applications per annum
	Average of 17 applications supported per annum over the period 1997 – 2000.




6.2 Secure market entry – the objective of improving the success rate of companies entering new markets, in terms of both the numbers of firms and time taken to establish export sales, has been met.  The high level of average additionality achieved, 58%, and the improvements in timescales stated directly by the companies interviewed gives us confidence that the SEAS programme has been successful in meeting this objective. 

6.3 Access finance- a total of £2.65 million has been utilised by Scottish companies over the past 8 years, an average of £331,000 per annum.  We therefore consider that this objective has been met. 

6.4 Sales of £4 m per annum  - total sales achieved over the period 1993 – 2000 by all SEAS supported companies has been estimated at £28 m, which equates to approximately £3.5 m per annum.  This is marginally below the target of £4 m per annum but given the time taken to secure export sales and forecast potential sales are £17 m we are satisfied that the SEAS programme has met this objective. 

6.5 Support 35 applications per annum – this objective has not been met given that an average of only 17 applications per annum has been supported over the last four years.  The reasons for this low level of applications supported could reflect a lack of demand for the scheme and / or a lack of awareness (signifying a need to improve marketing and publicity). 

Value for Money

6.6 To assess the value for money achieved by SEAS, we have calculated the cost per job created and sales achieved per £1 of SEAS input.  The results are detailed below.

	Value for Money Assessment: Summary

	Value of Inputs
	Outputs
	Ratio of Inputs to Outputs

	Population

Drawdown by all companies 1993 – 2000 = £2.65m
	Actual sales achieved 1993 – 2000 all companies

(Calculated by DTZ Pieda: see Section 5 for further details)

£27.8m
	On average, £1 of SEAS inputs generates £10.50 of export sales

	Survey Sample

Drawdown by surveyed companies = £260,000
	Total jobs created in those companies surveyed1

11 FTEs

(We have counted only actual jobs created in Scotland – there have been a further 10.5 jobs created overseas as a result of SEAS 
	Cost per job

Scottish jobs only £23,600

All jobs created £12,090


1  We have not grossed up the number of jobs created to the total population given the number of companies that were able to state actual job creation had resulted from the SEAS assistance – some 11 companies.  Given that the programme was designed to achieve sales (not necessarily increase employment) we are not confident that those companies that have realised an employment increase are necessarily representative of the whole population. 

Enhancements to the Programme 

6.7 Export support such as that provided under the SEAS programme has been shown to be successful and helps to generate sales in overseas markets for Scottish firms.  The levels of net sales achieved (i.e. taking account of additionality) are impressive and sales achieved per £1of SEAS input are estimated at ten times – a very impressive ratio. 

6.8 However, this is not to say that the support could not be enhanced to ensure that future participants are receiving the most appropriate support delivered in an integrated and efficient manner. 

6.9 We list below a series of enhancements for each stage of the programme from recruitment through to follow-up / monitoring of companies’ success. 

6.10 Recruitment  - liaison with the LEC / LEP network has improved and the referral rate has increased significantly from the first evaluation.   Further discussions / presentations by STI staff to the LEC / LEP network should be undertaken to ensure continued understanding and promotion of the scheme by those working directly with companies on a day to day basis. 

6.11 Companies must apply directly to SEAS and take responsibility and ownership for the production of both the application form and marketing plan.  However, we would advocate a greater involvement of the LEC / LEP staff in this process to ensure that SEAS support is fully integrated with other business development support that the company may be pursuing from the public sector.   Closer liaison will also ensure that European rules regarding the total level of public sector support available to any one firm in any one year are not breached. 

6.12 Screening – there has been a high degree of applications that have been cancelled following an offer by the SEAS programme – roughly one in five over the eight year period 1993 – 2000.  We believe that improved screening of the companies marketing plans and a more rigorous assessment of the firm’s aims and objectives should be undertaken to lower this level of cancelled allocations.  While it will not be possible to detect all potential drop-outs, our interviews with those firms that have cancelled their allocations identified two out of the three that should have been screened out at an early stage.

6.13 Draw down – There is a high level of funds not drawn down (some 45%) and the opportunity cost associated with tying this money up for a long period of time are significant.  We recommend that STI consider ways in which either less money per company is allocated up front and / or less money across the scheme is tied up for more than six months at any one time. 

6.14 Follow-up – currently there is no follow-up by the scheme contractor once a company ceases drawing down funds from the Scheme.  Not only does this make monitoring payback and royalty payments more difficult (if no relationship with the company has been established) it also makes SEAS support more operational rather than strategic within the firm and potentially limits the longer term impact on a firm’s export development.  If there is greater integration between SEAS and the LEC /LEP network, the responsibility for follow-up could rest with the account manager that will have a greater interest in working with the company over the longer term on strategic development. 

6.15 Monitoring - there is also a requirement that sales achieved as a result of SEAS are accurately monitored by the Scheme Contractor and reported on an annual basis.    Annual evaluations should be able to accurately assess, at a total population level, the value of inputs relative to the sales achieved. 
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