
Evaluation of 

Business and Environment

Programme

Report For

Scottish Enterprise Tayside


    Prepared By





       March 2000


CONTENTS

	
	CHAPTER
	PAGE

	
	
	

	
	EXECUTIVE SUMMARY
	i

	
	
	

	1
	INTRODUCTION
	1

	
	
	

	
	
	

	
	
	

	2
	THE BUSINESS AND ENVIRONMENT PROGRAMME
	4

	
	
	

	
	
	

	
	
	

	3
	TAYSIDE ENVIRONMENTAL BUSINESS FORUM
	17

	
	
	

	
	
	

	
	
	

	4
	COMPANY PERSPECTIVES
	26

	
	
	

	
	
	

	
	
	

	5
	GREEN MARKET OPPORTUNITIES
	33

	
	
	

	
	
	

	
	
	

	6
	IMPACT
	36

	
	
	

	
	
	

	
	
	

	7
	CONCLUSIONS AND RECOMMENDATIONS
	46

	
	
	

	
	
	

	
	
	

	
	APPENDIX 1: INFORMATION SOURCES
	


Executive Summary

BACKGROUND


EKOS Limited were commissioned by SET in January 2000 to undertake an evaluation of the Business and Environment Programme (B&E).  The commission was to review the rationale of the B&E Programme, measure performance against aims and objectives, and offer recommendations for its future development.

RESEARCH METHODOLOGY

An integrated research programme was developed which included the following key components:

· desk study analysis of a range of company and project data from SET files;

· discussions with SET Account Managers, Business Shop managers, and TEBF steering group;

· discussions with the B&E manager and CORDaH; 

· face-to-face and telephone surveys of participating employers; and

· postal survey of TEBF members.


B&E

The B&E was launched in 1993 to:

· ensure that Tayside businesses were aware of environmental issues within their operations;

· help businesses understand the scale and nature of the action that they would be required to take to ensure that their environmental performance complied with the regulatory framework; and

· encourage Tayside businesses to exploit the business opportunities that have resulted from the increase in directives coming from the UK government and the EU - green market opportunities.

The programme has three components:

· the Tayside Environmental Business Forum;

· the B&E manager; and

· the Business and Environment newsletter.

The evaluation concluded that the B&E is a well constructed Programme in SE's Project Development Guidance terms:

· it fits well within the new strategic framework through:

· encouraging and supporting companies to engage in environmentally friendly business practices and policies; and

· encouraging and supporting companies to implement sustainable development projects that contribute towards economic progress, community well being and environmental responsibility;

· it is addressing market failures, although these are not now related to information deficiencies:

· risk aversion: 

· businesses were reluctant to invest in environmental or sustainable development projects as they were concerned about the likely rates of return or the benefits on business performance; and

· scale barriers:

· businesses did not have the funds available to invest in environmental or sustainable development projects;

· with a small workforce, companies are not able to release a manager to receive the necessary training to enable them to generate and monitor environmental projects; and

· although businesses were aware of the benefits of undertaking environmental projects they lacked internal resources and expertise to implement.

· the Programme has an effective management and delivery mechanism:

· it is managed by SET but delivered by the B&E manager - an experienced environmental consultant sub-contracted from CORDaH - whose technical expertise is highly regarded by both AMs and companies.

COMPANY PERCEPTIONS: TEBF

Motivation for Involvement

The main motivation for companies becoming involved in the TEBF was to increase their awareness of environmental legislation - for 86% of companies the TEBF had achieved this.

Impact of Membership

Around half of respondents to the survey, reported that membership of the TEBF had caused or instigated changes to business attitudes towards the environment. Of less importance, but still significant, was the evidence that environmental issues were becoming part of the business planning process within companies (40%), and that more people in the company were taking environmental issues more seriously (35%).

Satisfaction

The survey results suggest that businesses are satisfied with their membership of the TEBF - 32% reported being very satisfied and 68% satisfied.  None of the companies who responded reported being unsatisfied with their membership.

COMPANY PERCEPTIONS: NEWSLETTER
Only 3 editions of the newsletter have been produced.  Most companies read the newsletter for general interest, but it has had limited impact on changing business attitudes towards the environment (14%).

COMPANY PERCEPTIONS: B&E PROGRAMME
Environmental Issues

The environmental issue faced by most companies involved in the B&E programme is waste management. For most companies (71%) the main factor driving their interest in environmental issues was the need to comply with regulations, with just over half (52%) being pressured by customers, and 43% seeking to take advantage of business opportunities.

Involvement in the B&E Programme: Advice & Guidance

The information and advice provided has been across a range of environmental issues:

· environmental legislation;
42%

· EMS



42%;

· GMO; 



9%; and

· special projects

17%.

In most cases this information and advice did not lead to any changes in the company's attitudes towards the environment.  In a minority of cases environmental issues were given a higher priority, were impacting on business planning, or had led to additional investment when environmental projects were introduced.

Involvement in the B&E Programme: Assistance from B&E Manager
The B&E manager has worked directly with businesses to implement environmental projects.  These have included:

· waste stream management;

· waste packaging;

· compliance with EPA 90;

· ISO14001 accreditation;

· effluent discharge compliance; and

· preparation of a patent application for environment product.

Involvement in the B&E Programme: Financial and Technical Advice
The B&E manager is able to access additional technical and financial support to assist companies to address their environmental issues.  These have included:

· baseline review of factory performance for ISO14001 accreditation;

· product development - recycling;

· technical study to identify how company can comply with discharge regulations;

· technical support to test strength of waste water effluent;

· ISO 14001 accreditation;

· technical support to test recycling outputs; and

· technical support to ensure companies comply with effluent regulations.

Service Delivery

In general companies were highly satisfied with the service received from the B&E manager:

· 90% had sufficient contact the B&E manager;

· 92% found it easy to contact the B&E manager;

· 96% felt that the B&E manager understood the company's product/services; and

· 92% felt that the B&E manager understood the company’s needs.

Similarly, companies were highly satisfied with the service provided by SET:

· 95% felt that SET dealt efficiently with their application for assistance; and

· 81% felt that the procedures made it easy to access the available assistance.

Environmental Impacts

Companies in general had a positive view as to the impact that their environmental activities has had on the environment:

· improved environment within the company
65%;


-
improved environment within Tayside
73%; and


-
improved global environment


50%.

Sources of Information

Almost two-thirds of the sample (64%) had sought information on environmental issues from sources other than SET, and 57% had accessed information for another source.  Almost all (89%) were aware of other sources

GREEN MARKET OPPORTUNTIES

Only 5 companies had sought/received assistance from the B&E manager to exploit GMO.  The remainder of the sample was questioned as to why they had not entered this market.

Exploiting GMOs

Of the five companies two were start-ups with a green market business idea, and three were established businesses with a green market product:

· business start-ups:

· company developing a bio-technology product aimed at the food sector;

· company developing an energy conservation product aimed at environmental markets;

· established companies:
· adaptation of an existing product aimed at environmental market following contraction of existing customer base;

· the requirement to re-cycle waste led to the development of a new product that is being sold using green criteria; and

· the introduction of a waste management regime led to the development of a new product. 

Much of the outputs from exploiting GMO are “expected”, and are linked to the successful development and market exploitation of the new products being developed by the start up companies.  This is an important caveat as a significant number of “new” products do not in fact reach the market, and if they do, do not fully realise the expected sales. A future evaluation of B&E and the GMO strand of the programme, will need to verify these forecasts.
Attitudes to GMOs

Those companies that had no interest in GMOs offered a number of views.  In the most part this was due to them concentrating on regulatory compliance and solving environmental problems within the company, as was a belief that the company product base was not suitable.

ECONOMIC IMPACT

Input Measures

Table 1 reports SET's direct financial inputs for the component parts of the B&E programme.  These have remained relatively constant over the part 3 years.

	TABLE 1: FINANCIAL COSTS 1999/2000

	B&E Manager
	TEBF Events
	Newsletter*
	CORDaH Support
	MOST Programme*
	Company Projects

	£37,000
	£10,000
	£5,000
	£6,000
	£10,000
	£52,000


Source: Scottish Enterprise Tayside

* these activities were only funded in 1999/2000

Activity Measures

The company survey interviewed 27 companies.  Table 2 reports the activity measures for those companies that provided quantitative data. 

	TABLE 2: ACTIVITY MEASURES

	Total Reported Annual 

Sales
	Number Reporting
	Range
	Average

	£244,527,000
	25
	£30,000-50,000,000
	£9,781,080

	
	
	
	

	Total Reported FTE Employment
	Number Reporting
	Range
	Average

	2,629.5
	26
	1-250
	102


Source: EKOS Survey

Total reported sales were just over £244.5 million with an average of just over £9.7 million per company. Total reported employment was 2,629.5 full time equivalent jobs, with an average of 101 per company. 

Gross Output Measures

The reported (actual or forecast) increase/safeguarded sales and reduction in costs directly related to involvement in the B&E programme are shown at Table 3. 

	table 3: OMF GROSS output measures

	Output
	Number Reporting
	Total 
	Average 

	Increased Sales
	9
	£9,880,000
	£1,097,000

	Cost Reduction
	8
	Not quantifiable
	15%


Source: EKOS Survey
Only 9 companies were able to identify or forecast sales growth/safeguarded as a direct consequence of the B&E intervention.  Total sales in these 9 companies would be some £9.9m, averaging just over £1m.  These range from £30,000 to £2m over three years. 

In addition to the OMF output measures the survey also identified an additional output from the B&E projects.  This is reported in Table 4.

	table 4: OTHER output measure

	Output
	Number Reporting
	Total 
	Average 

	Investment
	11
	£2,075,000
	£188,636


Source: EKOS Survey
Implementation of the environmental project would require 11 companies to embark on additional investment in capital equipment or new products or processes.

Impact Measures

Moving from gross employment outputs of the B&E intervention to estimating the net impact of the programme involves taking into account additionality, displacement and multiplier effects.  Additionality and displacement factors, which reduce the employment impact, are company specific (identified during the company interview programme) with multiplier effects, which increase the employment impact, being consistent with SE and Treasury norms.

Table 5 presents company actual and forecasts of increases/safeguarded in gross FTE employment directly related to their involvement in the B&E Programme.  

	table 5: gross increases/safeguarded employment to 2003

	Gross Safeguarded
	Number Reporting
	Average

	13
	1
	13

	

	Gross Created
	Number Reporting
	Average

	11
	2
	5.5

	
	
	

	Gross Expected
	Number Reporting
	Average

	42
	3
	14


Source: EKOS Survey

Only 6 companies are able to report gross employment gains/safeguarded directly to their participation in the B&E programme. This is related to the fact that much of the activity undertaken by the B&E manager has been in the provision of information and advice rather than the introduction of environmental projects aimed at developing the business.

The average additionality was measured at 43%, and reflects the fact that most of the projects would have been implemented by the company without support from the B&E programme; however B&E enhanced the quality of the project and/or enabled the company to introduce the project at an earlier date.  

The average displacement factors were 30% at the Tayside level and 47% at the Scottish level, reflecting the fact that participating companies have few local competitors and many are involved in export activities.

The estimates of net additional employment are shown in Table 6.

	table 6: net additional employment 

	
	Tayside
	Scotland

	
	
	

	Gross Direct
	66
	66

	Less Non Additional
	43.2
	43.2

	Gross Direct Additional
	22.8
	22.8

	Less Displacement
	5.9
	9.1

	Net Direct Additional
	16.9
	13.7

	Plus Supplier Linkage
	2.5
	4.1

	Plus Multiplier
	2.9
	5.3

	Net Additional Employment
	22.3
	23.1


Source: EKOS Estimates

It should however be recognised that the bulk of the gross jobs (64%) were expected to be generated over the next 3 years.

CONCLUSIONS

The main conclusions of the evaluation are:

· the B&E programme has achieved most of its objectives - raising awareness of environmental issues and making businesses  aware of the action that they need to take in order to comply with environmental regulations.  However more limited success has been achieved in encouraging businesses to exploit GMOs;

· the main benefits to participants have been in ensuring that they comply with UK and EU standards and legislative requirements, enabling companies to continue operating;

· the net impact of the Programme has been the safeguarding/creating 22.3 FTEs at the Tayside level and 23.1 FTEs at the Scottish level;

· the B&E programme fits well within the new strategic framework;

· evidence from the business survey suggests that there is not a market failure in terms of information provision, but there are other market failures that it would be legitimate for SET to address; and

· the B&E manager has focused effort on raising awareness of environmental issues and providing advice and guidance - there is a need to shift the emphasis of activity towards implementing environmental projects and processes within companies;

RECCOMMENDATIONS

The main recommendations relate to:

· the delivery mechanism; and 

· GMOs.

Delivery Mechanism

EKOS recommend a change to the way that the B&E programme is delivered. 

The focus of the B&E Programme should now shift towards assisting companies implement environmental projects that will realise business benefits in addition to environmental gain.   Environmental issues should be treated on a par with all other business development issues - issues identified by the AM rather than a dedicated B&E manager, with appropriate external technical or specialist consultancy, or financial support accessed by the AM.

EKOS recommend that SET continues with its support of the TEBF. The TEBF is a key information provider to companies on environmental regulations and other issues.  It is highly regarded by companies, public sector members and the regulatory authorities.

EKOS recommend that SET consider offering an environmental helpline facility, perhaps in partnership with other LECs. Companies are likely to continue to approach SET as their first port of call when seeking information, advice or guidance on environmental issues.  For SET to withdraw from this area of activity could be viewed adversely.

Green Market Opportunities

EKOS recommend that the GMO strand of the B&E programme is maintained, but less emphasis should be placed on it.

Companies have been focused on complying with regulations and addressing their own environmental problems, rather than seeking to exploit the environmental market; the GMO strand of the B&E programme has therefore met with limited success.  If environmental issues are to be addressed exclusively through the AM system, where the focus will be on identifying business benefits from environmental concerns, the GMO agenda will find its own level of importance within the SET portfolio of assistance.

1 INTRODUCTION
1.1
BACKGROUND

The need for companies to consider their environmental practices results largely from the tightening of controls on emissions and waste disposal, consumer attitudes to the environment and enhanced standards required by international clients and investors.  Government policy of “polluter pays”, land fill tax, packaging regulations, and higher water charges are all beginning to impact on “bottom line” performance.

There has however in the past been a significant lack of awareness and understanding, particularly amongst SMEs, of the impact that environmental issues will have on companies.  SET recognised this as a clear example of market failure and that there was a need to raise environmental awareness and competence levels amongst Tayside companies.  Also, as a result of UK legislation and EU directives there are opportunities for local businesses to exploit “green market opportunities” (GMOs).

SET’s has contracted with CORDaH, environmental management consultants, to run the Business and Environment (B&E) programme, which involves:

· identifying companies that will be required to comply with existing and future environmental regulations, and work with them on the issues identified;

· working with companies on a range of projects designed to raise environmental awareness;

· identifying and assisting businesses to manufacture environmental products; 

· identifying and assessing the commercial viability of projects using industrial waste products to produce end products; and

· managing the Tayside Environment Business Forum (TEBF).

Much of the work of Pat McKeown, the CORDAH employed B&E Manager, involves the offering of advice and guidance, although there are instances where he works with the company to implement environmental projects.  

The TEBF has a membership approaching 140 and meets every two months at a breakfast seminar.  Members have the opportunity to discuss, debate and exchange good practice on a range of environmental issues.

In addition, SET produces a quarterly newsletter, BUSINESS and the environment, which aims to inform, influence and create a dialogue between SET and businesses with an interest in environmental issues.  

SET commissioned an evaluation of the programme in 1996 that resulted in the decision to continue supporting the programme.  Three years on, SET commissioned EKOS to undertake a further evaluation.

1.2
EVALUATION OBJECTIVES

The primary objective of the study is to evaluate the B&E programme, and the "Green Market Opportunities" strand.  The study examined the operation of the programme and its performance against objectives; provides an assessment of achieved and likely outputs and impacts; and provides recommendations for the future development of the programme.

The detailed objectives of the evaluation can be summarised as providing SET with an assessment of:

· the success of the programme in terms of meeting its own operational objectives and targets, and the extent to which these are still valid;

· the quantitative and qualitative benefits that accrue to participating companies;

· the net impact of the programmes on companies and the Tayside economy taking into account:

· additionality, displacement, multipliers;

· jobs and sales created/safeguarded;

· cost effectiveness and value for money;

· success of the projects in achieving desired outcomes;

· the extent to which the strategic rationale for the programme is still valid in light of the new SE/SET strategy, and the scale and nature of the market failures the programme seeks to address;

· the benefits accruing to the environment as a result of the operation of the programme;

· the adequacy of the delivery mechanism and the fit of the various components of the programme; and

· how similar programmes operate elsewhere in the SE network, and provide benchmark information on these.

The assessment incorporate an ex-post evaluation of the programme and a forward looking element aimed at ensuring that future activities in terms of company and project selection, delivery mechanisms and management arrangements are focused on the key success criteria.  

1.3
RESEARCH METHODOLOGY
In order to satisfy the requirements of the evaluation an integrated research programme was conducted.  This included:

· desk research & meetings with SET executives, staff from CORDaH, the TEBF Steering Group, Business Shop managers and discussions with executives in other LECs:
· to clarify the objectives of B&E component parts, and the objectives of the key services provided;

· to identify market failures being addressed;

· to gather information on companies from the files;

· to identify potential linkages between B&E and other forms of SET assistance;

· comparator research; and

-
company surveys:
· an in-depth face to face interview with 15 assisted companies was attempted;

· a structured telephone interview with 20 other assisted companies was attempted;

· postal survey was sent to 140 TEBF member companies.

This methodology afforded the opportunity for companies that had participated and benefited from each of the programme components to contribute to the evaluation process.  Responses to the survey element of the study were mixed.

We received 40 useable responses to the postal survey of TEBF members.  This represents a response rate of 31%, which is above average for surveys of this type. 

The face-to-face interview programme achieved 12 successful interviews - a response rate of 80%, whereas 15 telephone interviews were completed – a response rate of 75%. 

1.4
STRUCTURE OF THE REPORT
Chapter 2 discusses the Programme in more detail, focusing on their rationale and development.  Chapter 3 focuses on the Tayside Environmental Business Forum.  Chapter 4 reports on the B&E programme from the company's perspective, with Chapter 5 focusing on the green market opportunities element of the Programme.  Chapter 6 details the impact of the programme on the performance of participating companies and the wider Tayside.  Finally, in Chapter 7 broad conclusions and recommendations are presented.

2
BUSINESS AND ENVIRONMENT PROGRAMME
2.1
INTRODUCTION

The Chapter introduces the Business and Environment programme in detail.  It highlights the environmental and business context that supports SET's intervention, uses the Scottish Enterprise Project Development Guidance (PDG) framework to help describe the programme, discusses the role of the SET executives and the B&E manager.   In addition the Chapter reports, from the SET executive perspective, the role of the B&E manager and the delivery mechanism, and the strengths and weaknesses of the Programme.  Finally, the Chapter reports on the experience of delivering environmental support programmes in a small number of other LECs.

2.2
BUSINESS AND THE ENVIRONMENT
Over the last few decades, concern for the environment and its condition has been increasing.  In the past, the environment has been viewed as a free good in terms of the resources it provides and as a waste assimilator.  As these resources are becoming depleted there is growing concern over the environment’s capacity to continue to provide those functions that have been taken for granted.  The response to these concerns has seen an increase in environmental legislation and regulation, and for government policy to move towards sustainability.

Companies are increasingly required to consider their impact on the environment and to ensure that they comply with environmental legislation; failure to do so could result in litigation and fines. In most cases it is these factors that are driving companies to look at their impact on the environment, but there are also business benefits that can be gained by companies that consider the environment.

Energy efficiency and waste reduction are two direct benefits that are relatively easy to achieve.  By ensuring that a company introduces energy saving policies, which can be as simple as switching lights off when they are not needed, then cost savings can be made. Through assessing and reviewing production methods it may be possible to alter methods that then bring further efficiency savings.

Through reducing the waste that it produces direct cost savings are accrued in the form of lower disposal costs for the company.  This also results in benefits to the environment through extending the life span of landfill sites, reducing atmospheric pollution and water pollution.  A company may also benefit in efficiency gains through reducing waste if the waste can be recycled or reused.  Recycling and reusing results in fewer resources being put through the system leading to cost savings.  

With the introduction of Environmental Management Systems, such as ISO 14001 and the European Union Eco-Management and Audit Scheme (EMAS), companies are now under increased pressure from their customers and suppliers to consider the environment. Companies who have implemented Environmental Management Schemes are required to consider the environmental performance of their suppliers and producers.

The environment is increasingly becoming one of the key determinants when choosing companies with which to do business.  A company’s environmental position is now an important element in giving them a competitive edge.

Companies who are conscious of the environment are able to use their environmental stance as a means of improving their company image and this too can give them a competitive edge.  Companies who are environmentally aware and actively reduce their environmental impact can enhance their image to both the public and other companies they do business with.  This can be an important element in a period where public opinion and company image is essential to remaining ahead in the market and maintaining a positive profile.

If a company is aware of their environmental impact then it is better placed to predict, analyse and evaluate any future impacts that it may have on the environment.  This is an important consideration when deciding which direction a company should be aiming to move in.  An understanding of actual and predicted impacts can help inform important decisions on which new technologies, techniques, products, etc. a company should invest in, in the light of future legislation and regulation and market opportunities.  By investing today in the correct environmental measures, a company is being proactive in anticipating future environmental regulation and legislation.  In terms of new market opportunities, by a company being environmentally aware, it can allow the company to be open to new and innovative ideas that it might not have previously considered.  This allows a company to introduce the necessary measures at an earlier stage to ensure future compliance and can give a company more flexibility in deciding which direction they wish to move in the long-term.

Companies that take account of their environmental impact and implement processes and procedures can realise both short-term and long-term benefits.  In the short term, it can ensure compliance to environmental regulations and legislation, reduce operational costs, reduce the costs of waste disposal and increase energy efficiency.  In the long-term, it can aid company decisions on the direction to move in, and ensure the company stays in a competitive position in relation to others in their sector.  Being environmentally aware can now make the difference between a company staying ahead and succeeding or losing its place in the market.  With the increasing number of companies introducing Environmental Management Systems, it is now even more important for a company to be environmentally aware to ensure that they continue to be considered in the supply chain.  

It is against this background that SET has developed its portfolio of environmental initiatives for local companies.

2.3 BUSINESS AND ENVIRONMENT PROGRAMME
2.3.1
Programme Description
SET launched B&E in November 1993 to:

· help ensure that Tayside businesses were aware of environmental issues within their operations;

· help businesses understand the scale and nature of the action that they would be required to take to ensure that their environmental performance complied with the increasingly stringent regulatory framework; and

· to encourage Tayside businesses to exploit the business opportunities that have resulted from the increase in directives coming from the UK government and the EU - green market opportunities.

The B&E programme has three key components as illustrated below in Figure 2.1.

Figure 2.1: Business & Environment Programme
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TAYSIDE ENVIRONMENTAL BUSINESS FORUM

The Tayside Environmental Business Forum (TEBF) was established in 1995 and has a current membership of some 140 from a diversity of industrial sectors and representatives from the Scottish Environmental Protection Agency (SEPA), the North of Scotland Water Authority (NoSWA), local universities and training companies.  Membership is open to all Tayside businesses that have an interest in environmental issues. 

Although the Forum is managed by SET it has a steering group drawn from the membership.  The current steering group has representatives from both the private and public sector.  Meeting every two months, usually at a breakfast seminar, members have the opportunity to discuss, debate and exchange good practice on a range of environmental issues.  Recent seminar topics have included:

· environmental risk management;

· environmental regulations;

· transport;

· green business opportunities;

· environmental management systems;

· waste management; and

· heat and power.

BUSINESS AND ENVIRONMENT NEWSLETTER

SET also produces a quarterly newsletter - to date there have been 3 editions.  The aim of the newsletter is to inform, influence and create a dialogue between SET and the wider business community.  

Each issue presents a range of issues, but it also has a leading article that focuses on a particular topic.  The three topics so far covered by the newsletter have been:

· green market opportunities;

· sustainable development; and

· environmental management.

ENVIRONMENTAL BUSINESS MANAGER

Since 1993 SET has contracted with CORDaH, an Aberdeen based environmental management consultancy, to supply a full-time member of staff, based at SET, to run the B&E programme.  Working closely with SET Account Managers and Business Shop advisers, the B&E Manager:

· identifies which of SET's account managed companies will be affected by and expected to comply with current and future environmental regulations;

· 
works directly with companies on a range of projects designed to raise environmental awareness;

· assist companies to access additional technical support to implement environmental projects;

· identifies and assists businesses to manufacture environmental products - GMO; and 

· identifies and assesses the commercial viability of projects using industrial waste products to produce end products.

In addition the B&E Manager manages the TEBF.

2.3.2
Strategic Rationale
In its original design the B&E programme contributed towards two of SET's strategic objectives:

· maintaining competitiveness:

· through promoting awareness of both current and anticipated environmental standards and regulations, and assisting businesses in attaining or complying; and

· business development:

· through helping businesses realise market opportunities arising from increased levels of environmental concern.

The B&E programme would aim to impact on increasing sales, profits and employment, and reducing costs - key OMF targets.  In this sense B&E is no different from any other SET programme aimed at Business Growth.

Since then SET and SE network strategies have been re-defined and adapted to meet the changing global economic environment.  SET's B&E programme however continues to fit well with the new strategic agenda.

The SE network strategy, published in 1999, identified a number of goals for the Scottish economy, and how the network would contribute towards their achievement.  The goal relevant to the design and operation of SET's B&E programme is the IFSO goal - the development of innovative and far-sighted organisations.  A key criteria of recognising a company as being an IFSO is that they recognise the need to promoting activities which are environmentally and socially sustainable. 

The  strategy also redefined the network's purpose, originally to create wealth and jobs, but now to help the people of Scotland create and sustain jobs, prosperity and a high quality of life.  A high quality environment is one of the key factors that contribute towards quality of life.

The B&E programme fits well within the new strategic framework through:

· encouraging and supporting companies to engage in environmentally friendly business practices and policies; and

· encouraging and supporting companies to implement sustainable development projects that contribute towards economic progress, community well being and environmental responsibility.

2.3.3
Market Failure
In the SE Network there are four types of market failure which justify LEC intervention to bring about successful market adjustment:

· information deficiencies;

· risk aversion;

· externalities; and 

· institutional or scale barriers

The market failure originally addressed by the Programme, as detailed in the initial evaluation of B&E
, was one of information deficiency, particularly amongst SMEs.  The programme was seen as raising awareness amongst, and providing information and advice to, Tayside companies on specific environmental issues, including regulation compliance.

Our discussions with companies identified that the initial impetus for some companies becoming involved in the B&E programme was a lack of awareness/information on how environmental legislation may impact on their business or how they might address environmental issues within their company.  However this of itself is not sufficient to conclude the existence of the failure of the market to provide information.  The company interview programme identified that 64% of the companies had sought, and 57% accessed, information from other sources.  Almost all (89%) were aware of sources other than SET for this type of information.  SET was often seen as a one-stop, short cut source of this type of information.

As evidenced in Appendix 1, there is a wealth of sources of information, advice and guidance on environmental issues, which suggests that there is not a failure of the market in this regard.  

This finding suggests that information provision is not a key role for SET; this has implications for the future design of the B&E programme, and is addressed in Chapter 7.

The company survey did establish other market failures that it is legitimate for SET to address.  These relate to where the B&E manager is working with companies, either directly or through accessing additional technical and financial assistance via SET's company development support:

· risk aversion: 

· businesses were reluctant to invest in environmental or sustainable development projects as they were concerned about the likely rates of return or the benefits on business performance; and

· scale barriers:

· businesses did not have the funds available to invest in environmental or sustainable development projects;

· with a small workforce, companies are not able to release a manager to receive the necessary training to enable them to generate and monitoring environmental projects; and

· although businesses were aware of the benefits of undertaking environmental projects they lacked internal resources and expertise to implement.

2.3.4
Management and Delivery
SET's relationship with Tayside's key companies is through an Account Manager (AMs) system.  SET currently has 8 AMs, who each work with a portfolio of companies.  SET has identified around 300 key companies - those likely to make significant contribution to the Tayside economy.  Key features of such companies are that they manufacture, and that they trade outwith Tayside.  An external evaluation of the Account Manager system concluded that it was working well.

AMs meet regularly with their client companies to discuss business performance, identify key issues facing the company and offer solutions, where appropriate, from the portfolio of business growth programmes.  One such programme is the B&E.  If an issue facing the company relates to environmental concerns, then the B&E manager is introduced to the company.

The B&E manager also receives referrals from business shop advisers, particularly as they relate to start-ups.

The B&E manager visits the company to discuss the environmental issue and in general offers one or more solutions:

· provides information, advice and guidance to enable the company to address its environmental concerns;

· provides hands-on practical support to assist a company address its environmental concerns;

· accesses additional technical support from CORDaH and financial support from SET to assist companies implement environmental projects; and

· assist companies to develop and bring to market products aimed at exploiting the increased interest in environmental issue - GMO.

2.3.5
The B&E Manager and the Delivery Mechanism

SET competitively tender the delivery of the B&E programme.  CORDaH have been operating the contract for almost 6 years; three CORDaH employees have acted as B&E programme manager.  CORDaH is an environmental consultancy with over 20 years experience of providing specialist capability to meet company needs in environmental management, training, and scientific services, including:

· environmental policy and strategy;

· environmental audits;

· environmental management systems (EMS);

· environmental assessments;

· scientific consultancy;

· environmental training and information; and 

· chemical product authorisation.

There are in fact few contractors who can deliver the B&E programme.  When delivery of B&E was tendered in 1997, only CORDaH was in a position to begin delivering the programme immediately; the other contractor would have had to recruit staff introducing an unacceptable delay leading to a breakdown in continuity of support.

In addition to providing the B&E manager, CORDaH are also contracted to supply a fixed number of consultancy days that adds to the scientific and technical capabilities of the B&E manager.

Discussions with SET executives found considerable respect for the technical and scientific expertise offered by CORDaH and the B&E managers.  The nature of the contract with CORDaH means that it can deliver across the full range of environmental issues facing Tayside companies, without SET needing to tender for each individual company support.

The main area of concern was that the B&E managers have spent a disproportionate amount of their time acting as an information resource, often reactively, rather than pro-actively working with companies on environmental projects - including, where appropriately, developing green market products.  There was a general consensus that there needs to be a shift away from information provision towards developing opportunities.

Such a shift in emphasis has implications for the future design of the B&E programme, and is addressed in Chapter 7.

2.3.6
Strengths & Weaknesses

STRENGTHS

The key strengths identified by SET AMs were:

· through its contract with CORDaH SET has access to a dedicated expert resource that can access the information requirements and can also address directly and hands-on a company's environmental issues;

· the advice and guidance provided by CORDaH is up to date, cutting edge, and unbiased as they have no commercial interest;

· the TEBF is a key strength of the B&E programme - the private/public sector steering group has identified the main environmental issues facing companies and has introduced a programme of seminars etc. aimed at addressing these.  The meetings are well attended, ensuring that the messages are being spread across Tayside company base, and are being well received; and

· the newsletter is seen as a useful way raising awareness of the issues, and through the case study approach, provide a local focus that companies can relate to.

WEAKNESSES
A small number of weaknesses were identified:

· the Programme has become too information centred;

· limited success in developing GMO (although there was a recognition that this is a difficult area to progress); 

· limited small company representation at the TEBF - do they perceive it to be a forum for large companies or is time the key issue; and

· limited representation at TEBF meeting from the key decision makers within companies – i.e. the MDs.

2.4
ACTIVITY ELSEWHERE
We have held discussions/received information from the Lanarkshire Development Agency (LDA), Grampian Enterprise (GEL), Scottish Borders Enterprise (SBE), Forth Valley Enterprise (FVE) and Fife Enterprise (FE), to ascertain the scale and nature of their activity in this area of business development.

2.4.1
LDA
To address the lack of environmental awareness and enhance competence levels the LDA introduced two initiatives in 1995/6: the Environmental Managers Initiative (EMI) and the Environmental Support Programme (ESP).

The EMI, established in 1995/6, enables unemployed managers to undertake a seven-week training period, after which they are placed with local companies to undertake environmental projects.  The objectives of the programme can be summarised as follows:

· to enhance the employment prospects of unemployed executives; and

-
to improve the environmental performance of SMEs.

Just over 40 managers have taken part, undertaking projects in around 75 companies.  The expectation is that individuals will obtain employment within 3 months of the end of the programme, and that 80% of businesses will be able to recognise and attribute improvements in business performance directly to the programme.

The ESP also began in 1995/6, and offers three main areas of support to companies:

· awareness: LDA part funds the Lanarkshire Environmental Business Club, which assists local businesses to understand the impact, compliance issues and potential opportunities represented by current and forthcoming environmental legislation.  The club has over 180 members from 90 companies and meets monthly;

· environmental management systems (EMS): LDA will provide support up to 50% of eligible costs to companies seeking ISO 14001 EMAS; and 

· sustainable business planning initiative: aimed at encouraging business to develop medium and long-term strategies around sustainable development activities.

2.4.2
Grampian Enterprise

GEL have undertaken a range of activities in supporting companies to address environmental issues.

GEL have established and funded an environmental forum; it has been running for over three years.  GEL have recently scaled down its level of funding, as its view is that if the forum is of value to members it will be self sustaining.

GEL also help fund an environmental helpline.  Whilst this has proved valuable to companies who use it, it has not been widely used by Grampian companies.  Uptake of this assistance has varied considerably across sectors, and across environmental issues.  Food companies have made limited use of the helpline recently, but uptake from other sectors has increased recently.  

Other activity, which has met with limited success, has involved GEL attempting to establish a “club” for companies in the oil and gas sector working towards ISO 14001, and a waste minimisation project.  Neither of these approaches proved particularly successful in stimulating or maintaining company interest.

In light of this experience GEL are likely to move towards offering assistance to companies on a one-to-one basis during their normal business development activity.  This will assist in encouraging companies to see environmental issues as a key component of business development, and enable GEL to meets its key result targets with respect to ISO 14001/EMAS.  GEL are keen to encourage companies to consider their social and environmental responsibility.

GEL are in the process of developing a “world class company” programme, where environmental responsibility will be a key determinant, but will only be one amongst many criteria for classifying a company as being world class.

There is currently an internal debate within GEL as to who carries forward the environmental activity.

2.4.3
Scottish Borders Enterprise

SBE have developed a number of initiatives aimed at addressing environmental issues within companies:

· Tweed Horizons Centre for Sustainable Technology:

· the aim of the Centre has been to provide accommodation and support for new businesses whose activities are related to the promotion or development of sustainable activities;

· the Centre currently hosts 12 companies with turnover of around £4m and employing 70 people;

· Small Business and Environment Pilot Project:

· funded through the Selkirk Riverside project, it was designed to encourage companies to improve their environmental performance;

· outputs have included:

· 14 companies visited;

· 9 environmental reviews undertaken;

· 3 environmental policy statements developed; 

· 5 improvement projects undertaken; and

· Business and Environment Initiative:

· aimed at improving business efficiency through diversification, and lessening impact on the environment;

· methodology has involved raising awareness of environmental issues and conducting and implementing environmental reviews;

· progress to date includes:

· 40 companies involved in projects;

· 34 environmental reviews completed;

· 27 grants totalling £152,000 awarded; and

· 7 companies have developed environmental policy statements.

2.4.4
Forth Valley Enterprise
FVE have done little to address environmental issues. 

Their activity to date has involved taking eleven local manufacturing businesses through a Sustainable Development Audit using consultants and students from Stirling University.  All of the audits are complete and reports have been written and submitted to the companies for their comment; only four completed reports have so far been submitted to FVE.  These four companies are intending to work towards the ISO 14001 standard.

FVE are minded not develop bespoke programmes but to encouraging its business advisors/account managers to incorporate sustainable development issues into their advice to local companies, and to increase awareness amongst businesses.  FVE have plans to run internal workshops, but will extend the invitation to staff from the Business Shop, Trade Development Centre, Enterprise Trusts, local authorities SEPA, Sistech, and some of the businesses who have gone through the audit to make a presentation.

FVE's approach has been to signpost businesses to the various appropriate bodies (local councils providing environmental audits) rather than offer this service directly

2.4.5
Fife Enterprise

FE have also done little in this area; raising awareness and addressing environmental issues has been left to the local authority's Green Business Fife, who FE once provided funding for.

FE have recently become involved in the Eastern Scotland waste management project.

FE are however considering how to address environmental issues, and they are tentatively considering following the SET approach of buying full time external support.  No firm decisions have been reached.

3
THE TAYSIDE ENVIRONMENTAL BUSINESS FORUM
3.1
INTRODUCTION
This Chapter reports the results of the postal survey of members of the TEBF. Questionnaires were sent to all companies who are members of the TEBF - some 140 companies.  Of these 44 (31%) returned the questionnaire.  This response rate is above average for surveys of this type - 20% is the norm.

The questionnaire focused on:

· motivation for joining the Forum;

· frequency of participation;

· usefulness and relevance of the Forum activities;

· membership's impact on attitudes to the environment and business operations;

· satisfaction with membership; 

· suggestions for developing the Forum; and

· views on the environment and business newsletter.


We also report on our discussions with the TEBF Steering Group.

3.2
SURVEY RESULTS: TEBF

3.2.1
Motivation
Companies offered a range of views as to their main motivation for joining the TEBF, but as illustrated in Figure 3.1, "to increase awareness of environmental legislation" was the key factor.
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Almost 70% of respondents identified the opportunity to increase their awareness of environmental legislation as the key motivation for becoming involved with the TEBF, with 28% seeking to benefit from networking with business facing similar issues, and 21% sought to learn from best practice.  The potential for increasing their awareness of business opportunities was the motivation of around a fifth of companies.

However most companies (60%) felt that prior to joining the Forum the company was very well/well informed as to the environmental issues that it faced.  Almost 40% claimed partial knowledge, with 2% suggesting that they were not informed at all.

When questioned as to their expectations as to what the TEBF could do for their business, "keeping up to date with current and future legislation" was offered by 79% of responded.  Figure 3.2 presents the full details.

[image: image9.wmf]Figure 4.1: Environmental Issues

0

10

20

30

40

50

60

waste management

water conservation

air emissions

visual/land imapct

health & safety

trans & distrib

gmo

energy conserve

water quality

noise

land use

packaging

%


When asked if membership of the TEBF had met their expectation, 86% reported that they had - only 5 companies responded negatively.

When asked to expand, companies in general they felt that membership of the Forum and the range of activities organised were informative and helped by providing opportunities to learn from other businesses experiences. The Forum also provides a wide range of opportunities for networking and making business contacts.

Those companies whose expectations had not been met felt that the information available and seminar series was not directly relevant to their company. 

3.2.2
Participation

The TEBF has held 12 events since it came in to existence.  Attendance at events is usually around the 50-60 mark.

The survey results revealed that less than 10% have attended all 12, although one-in-five have attended at least 75%.  Figure 3.3 presents the details.
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Participation in events such as those organised by the Forum is often linked to their relevance to business needs.  As illustrated in Figure 3.4 most companies (73%) find the activities of the TEBF very relevant/relevant to their needs.
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3.2.3
Impact on Attitudes to the Environment and Business 

Operations

Just under half of respondents (47%) reported that membership of the TEBF had caused or instigated changes in attitudes within their business towards the environment.  The most important change in attitude, as illustrated in Figure 3.5, is an increased company awareness of environmental issues - a key objective of the Forum.  
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Of less importance, but still significant, was the evidence that environmental issues were becoming part of the business planning process within companies (40%), and that more people in the company were taking environmental issues more seriously (35%). 

Membership of the TEBF was having less of an impact on business operations; only 30% of companies were able to report any changes to the way their business operates as a result of their membership of the TEBF.

The nature of these changes is illustrated in Figure 3.6.
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Three quarters of this group (of 30% of companies) had undertaken new projects aimed at addressing environmental issues within their business, and 17% had undertaken new investments. 

3.2.4
Satisfaction
The survey results suggest that businesses are satisfied with their membership of the TEBF; 32% reported being very satisfied and 68% satisfied.  None of the companies who responded reported being unsatisfied with their membership.

When questioned as to whether membership was valued such that they would be willing to pay an annual membership fee, 5% stated that they would definitely be prepared to pay, whereas 72% said their decision would be dependent upon the size of the fee.  Almost one-in-four said that they would not be prepared to pay a membership fee.  When questioned further as to the level of subscription fee that they would be willing to pay, 37% said £100 per annum while the majority (67%) said that less than £100 per annum would be acceptable.

3.2.5
Suggested Improvements
Although most were satisfied with their membership of the TEBF, around half of the respondents offered views on how the TEBF could be developed to better meet their business needs.  These included:

· encourage more small firms to become involved and made aware of environmental issues;

· there is a continual need to ensure that the format of breakfast meetings does not become stale through the use of mini workshops etc;

· more informal participative workshop and discussion groups on specific environmental issues;

· more seminars on specific legislation;

· an outreach philosophy – “why are meetings always Dundee”
 - is there scope for virtual seminars

· more sectoral specific events; 

· increased networking/joint sessions with other organisations to reduce costs and increase knowledge spread;

· evening meetings may be easier to attend;

· workshops that link up with other environmental organisation in the area; and 

· more workshop meetings where companies can sit down in small groups and swap ideas on such areas as waste minimisation, packaging regulations, recycling opportunities etc.

3.2.6
Overview

Responses received from the postal survey reveals a high level of satisfaction with membership of the TEBF.  Other responses indicate that it is achieving its objective of providing a meeting forum for companies to discuss implications of current and impending environmental legislation on their operation.  Attitudes towards the environment are improving as companies are becoming increasingly aware of the impact that their business activities are having on the environment.  A significant number of companies have introduced new projects and committed to new investment as a direct result of membership of the TEBF.

3.3
TEBF STEERING GROUP VIEWS

The TEBF Steering Group meeting on 11th January 2000 provided an opportunity to discuss a range of issues:

· role and function of the Forum;

· the environmental agenda;

· strengths and weaknesses;

· perceived success; and

· the future.

3.3.1
Role and Function
The Steering Group saw the key functions of the Forum as being to:

· raise awareness amongst SME as to:

· how environmental issues will impact on them;

· future directions in regulatory compliance;

· enable companies to share their experience and best practice with SMEs; and

· an opportunity for SET to act as catalyst to instigate change in terms of environmental practices within companies.

3.3.2
Environmental Agenda
The environmental agenda raised and addressed by the Forum is driven in part by the membership articulating the problems and issues that they are facing.  The Steering Group accesses the appropriate information and feeds this back to members.  Pro-actively, the Steering Group also investigates current and impending legislative requirements and imparts this knowledge to members.

From SE'Ts perspective, setting the environmental agenda is concerned more with encouraging companies to consider the impact that their activity has on the environment, rather than seeking to inform business on how environmental legislation influences their business practice. 

Although a key driver for companies becoming environmentally friendly is legislation and, to a lesser extent, supply chain pressures, there was also a recognition that addressing issues within the company could enhance competitiveness through driving down costs - reducing energy use, waste management etc.  This is a key message that the Forum seeks to communicate - the environmental agenda can also be about realising business benefits.

3.3.3
Strengths and Weaknesses
The key strengths identified by the Steering Group were:

· its pro-active nature - it seeks to anticipate needs rather than reacts to regulatory pressures; and

· the varied and mix of membership - private and public sector, multinationals and indigenous Tayside companies, large and small. 

The only weakness identified, which to some extent contradicts one of its strengths, is the narrowness of its membership.  There is limited representation amongst the very small companies, who it was felt could benefit most from membership.

3.3.4
Success
The Forum was perceived to be a success, measured by the following criteria:

· it has been responsible for raising awareness of environmental issues,

· it has increased company awareness of their responsibility towards the environment;

· member companies are now discussing environmental issues outside the Forum and so networking further afield with other SMEs; and

· it has targeted the right topics for its meetings/seminars so as to allow companies to identify their needs, which are then matched to legislative and government requirements.

3.3.5
Future
To an extent the future activities of the Forum will be more of the same - a programme of meetings/seminars based on businesses perceived needs and legislative (both EU and UK) requirements.  However the Forum is also keen to expand membership, particularly amongst companies with less that 50 employees.

3.4
SURVEY RESULTS: NEWSLETTER
3.4.1
The Newsletter
Most (74%) members of the TEBF receive the newsletter.  Just over half (52%) have received all 3.  50% have read all 3, 46% have read 2 and 4% one edition.

As illustrated in Figure 3.7, most (87%) read the newsletter for general interest.
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3.4.2
Impact 
The newsletter has limited impact on business attitudes towards the environment; only 14% responded positively.  As illustrated in Figure 3.8 the main change is that environmental issues are now seen as part of the business planning process - 75% of this group (of 14%).

[image: image15.wmf]Figure 3.5: Changes in Attitude Towards the Environment

0

10

20

30

40

50

60

70

80

90

increase

awareness

higher priority

taken seriously

business

planning 

investment

%


The newsletter has had an even lower impact on business operation, with only two companies responding positively - features in the newsletter has encouraged them to undertake new projects in support of the environment.

3.4.3 Improvements
Few companies offered any suggestions on how the newsletter could be improved - most either did not respond or indicated that the newsletter met with their approval.  Those that did offer suggestions replied as follows:

· include UK focus as well as local focus;

· more articles on legislative changes; and

· more case studies.

4
COMPANY PERSPECTIVES
4.1 INTRODUCTION

In this section we report on company perception of the B&E programme, focusing on:

· environmental issues;

· involvement in the B&E;

· service delivery; 

· environmental impacts; and

· other sources of information and advice.

The Chapter beings with a brief description of the sample.

4.1
THE SAMPLE

Some 27 companies have participated in the survey programme, drawn from five industrial sectors:

· food


32%;

· manufacturing

23%;

· construction

15%;

· engineering

15%; and

· other services

15%.

Total employment in the 26 companies that supplied data is some 2,629.5 FTEs, with an average size of 101 FTEs.  Size of company ranges from a single employee to 250 employees.  Over the next 3 years employment is expected to grow to 2,824 FTEs - an increase of 7%.

Sales in the 25 companies that supplied data, in their last full year of trading, totalled some £244.5m, an average of £9.78m.  Over the next 3-year sales are expected to grow to £297.3m - an increase of around 22%.  

4.3
ENVIRONMENTAL ISSUES
Less than half the companies (43%) employed someone whose job description related specifically to environmental issues; in these companies most (70%) employed only one individual.  Most companies (54%) felt that they were very well/well informed of environmental issues prior to their involvement with SET's B&E programme.  Just over 40% felt that they had some partial knowledge, with only 5% admitting to not being informed at all.

When questioned as to the nature of the environmental issues facing their company a variety of answers were given, with waste management being top of the agenda for most (60%) companies.  The full details are illustrated in Figure 4.1.

[image: image16.wmf]Figure 3.4: Relevance of TEBF 

Activities to Business Needs

0%

10%

20%

30%

40%

50%

60%

very relevant

relevant

slightly

relevant


For most companies (71%) the main factor driving their interest in environmental issues was the need to comply with regulations, with just over half (52%) being pressured by customers, and 43% seeking to take advantage of business opportunities. 

Prior to the company's involvement in the B&E programme environmental issues were not given much priority as illustrated in Figure 4.2.  Only in solid waste management (65%), effluent discharge (57%) and production methods (56%) were environmental issues regarded as being important in more than half of the sample companies 
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4.4
INVOLVEMENT IN B&E PROGARMME
In most cases the company became involved in the B&E programme as a result of the issues being raised by SET - either the AM (41%) or the B&E manager (27%).  Almost 30% of companies said that they approached SET, with others being unable to remember.

Companies have benefited from a range of assistance offered under the B&E programme:

· information and advice from the B&E manager;

· direct hands-on assistance from the B&E manager to implement environmental projects;

· financial and technical assistance from the B&E manager to implement environmental projects; and

· assistance to exploit GMO.

INFORMATION AND ADVICE
The information and advice provided has been across a range of environmental issues:

· environmental legislation;
42%
· EMS



42%;
· GMO; 



9%; and

· special projects

17%.
The nature of the special projects are illustrated in Figure 4.3, with waste management dominating (67%) 

[image: image18.wmf]Figure 3.2: Expectations of Membership of LEBC

0

20

40

60

80

100

%

legislation update

new business contacts

new business opps

training

learn from others


The information and advice provided by the B&E manager did not lead to any changes in the company's attitude towards the environment in most cases (64%).  Figure 4.4 illustrates where changes did take place in the other companies.
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However, in more than half of the companies (55%) this information and advice has led to changes in business operations.  In most cases (75% of the 55%) this resulted in new projects, and in others new training procedures.

DIRECT ASSISTANCE FROM THE B&E MANAGER

The B&E manager has worked directly with businesses to implement environmental projects.  These have included:

· waste stream management;

· waste packaging;

· compliance with EPA 90;

· ISO14001 accreditation;

· effluent discharge compliance; and

· preparation of patent application for environment product.

FINANCIAL AND TECHNICAL ASSISTANCE
The B&E manager is able to access additional technical and financial support to assist companies to address their environmental issues.  These have included:

· baseline review of factory performance for ISO14001 accreditation;

· product development - recycling;

· technical study to identify how the company can comply with discharge regulations;

· technical support to test strength of waste water effluent;

· ISO 14001 accreditation;

· technical support to test recycling outputs; and

· technical support to ensure company complying with effluent regulations.

4.5
SERVICE DELIVERY
In general companies were highly satisfied with the service received from the B&E manager:

· 90% had sufficient contact the B&E manager;

· 92% found it easy to contact the B&E manager;

· 96% felt that the B&E manager understood the company's product/services; and

· 92% felt that the B&E manager understood the company’s needs.

Similarly, companies were highly satisfied with the service provided by SET:

· 95% felt that SET dealt efficiently with their application for assistance; and

· 81% felt that the procedures made it easy to access the available assistance.

4.6
ENVIRONMENTAL IMPACTS
Although a full and detailed environmental audit/impact assessment was beyond the scope of this study, companies were questioned as to their views on the impact that their environmental activities might have had on the environment.  Most had a positive view:

· improved environment within the company
65%;


-
improved environment within Tayside
73%; and


-
improved global environment


50%.

4.7
SOURCES OF INFORMATION/ADVICE

Almost two-thirds of the sample (64%) had sought information on environmental issues from sources other than SET, and 57% had accessed information for another source.  Almost all (89%) were aware of other sources.  These include:

· environmental consultants;

· DTI;

· local authorities; and

· regulatory authorities.

SET was therefore seen as a short cut one-stop-shop offering not only advice but access to hands-on and /or financial assistance.

5
GREEN MARKET OPPORTUNITIES
5.1 INTRODUCTION
The 1997 evaluation of the B&E programme concluded that the programme was making significant progress towards improving awareness and assisting businesses to comply with environmental standards.  The evaluation also concluded that there had been insufficient emphasis on developing the GMO.  This was understandable given the need to comply with UK and EU regulations.  The evaluation however recommended that the Programme's orientation should shift away from compliance issues towards GMO.

The positive nature of the evaluation led SET to continue with B&E, and, as recommended, they introduced a shift in emphasis towards GMO.  This has not proved successful, and the current evaluation has sought to identify the reasons for this.

All companies, as indicated in Chapter 4, were questioned as to the nature of the support sought/received from the B&E manager - only 5 companies have sought/received assistance to exploit GMO.  The rest were questioned as to why they had not entered this market.

In addition, discussions were held with the manager of the Dundee and Angus Business Shops.

5.2 GREEN MARKET OPPORTUNTIES
GMO have been created as a result of the vast amount of legislation and public concerns over how businesses interact with the environment.  Scope for realising GMO, as outlined in the December 1998 edition of BUSINESS and the environment, fall into the following categories:

· using green criteria to sell existing products and services to existing customers and in existing markets - examples could include:

· engineering sub-contractors working towards an environmental management system as demanded by customers; or

· construction companies incorporating energy efficient features into their buildings;

· selling current products to environmental markets - examples could include:

· suppliers of pumps to the water industry; or

· manufacturers of polythene tubing for use in waste water applications;

· designing and selling new products specifically for environmental markets: 

· this may be an opportunity for companies whose traditional customer base has contracted to seek out new opportunities within the environment market; and

· new start-up businesses whose potential customers are in environmental markets - examples could include:

· designers, engineers or spin-out companies from university research establishments.

5.3
GREEN MARKET OPPORTUNTIES EXPLOITED
The Business survey identified 5 companies that have received assistance from the B&E manager and through SET's wider business development support initiatives, to exploit GMO: 

· business start-ups:

· company developing a bio-technology product aimed at the food sector;

· company developing an energy conservation product aimed at environmental markets;

· established companies:
· adaptation of an existing product aimed at environmental market following contraction of existing customer base;

· the requirement to re-cycling waste led to the development of a new product that is being sold using green criteria; and

· the introduction of a waste management regime led to the development of a new product. 

The gross impact of this assistance provided by the B&E manager is forecast to be significant.  Exploiting the GMO has or is expected to realise the following outputs over the next 3 years (2003):

· investment totalling £685,000:

· realised:
£185,000

· expected:
£500,000

· safeguarding/creation of 39 FTEs:

· safeguarded:
13

· created:

11

· expected:

15

· generation of an additional sales of £5.13m:

· realised:
£1.63m

· expected:
£3.5m

For the purpose of estimating impact it is legitimate in OMF terms not to distinguish between realised and expected outputs and impacts.  Much of the outputs from exploiting GMO are “expected”, and are linked to the successful development and market exploitation of the new products being developed by the start up companies.  This is an important caveat as a significant number of “new” products do not in fact reach the market, and if they do, do not fully realise the expected sales.  

A future evaluation of B&E, and the GMO strand of the programme, will need to verify these forecasts.

5.4
ATTEMPTS TO EXPLOIT GREEN MARKET OPPORTUNITIES

The B&E manager had met with and discussed the potential to exploit GMO with two-thirds of the sample, but as highlighted above, with very limited success.  When questioned as to why the company had not sought to exploit GMO a range of reasons were given, as illustrated in Figure 5.1.

[image: image20.wmf]Figure 3.8: Changes in Attitude Towards the Environment

0%

10%

20%

30%

40%

50%

60%

70%

80%

increase

awareness

higher priority

taken seriously

business

planning 

investment

%

Concentrating on regulatory compliance and solving environmental problems within the company were major factors, as was a belief that the company product base was not suitable.

One in three companies were not of aware of the potential for exploiting GMO, and a similar number felt that the market was not suitable for green products.

5.5
DISCUSSIONS WITH BUSINESS SHOPS
Discussions with Business Shop managers detected no ground swell of interest in "green market opportunities" from either the small businesses with whom they work, or from those seeking to set up their own business.

The consensus was that small companies in particular had limited interest in environmental issues - they did not want to become involved in even addressing issues with their own company, let alone seek to develop products/processes to exploit within the market.  As with those companies that featured in the fieldwork, this was not an issue they considered.

There was no real evidence that those with a business idea to exploit through establishing their own business had ideas that were seeking to exploit green market opportunities.  This was viewed as reflecting that the market was not yet ready to make this viable.

6
IMPACT

6.1
INTRODUCTION
This Chapter reports the economic impact measures derived from the survey of companies.  It covers:

· method;

· activity measures;

· output measures; and

· impact measures.

6.2
METHOD

The B&E programme is recorded under the Innovative and Far Sighted Organisations category.  

The relevant OMF measures, as identified in the consultants' brief, cover:

· inputs: 

· SET’s direct costs;

· activity measures: 

· number of organisations assists;

· number of organisations assisted;

· employment in these organisations;

· gross output measures:

· increased sales;

· cost savings achieved; and

· impact measures:

· employment created/sustained;

· increased productivity.

6.3
SET INPUTS
Table 6.1 details SET's spend on the B&E programme for 1999/2000.  Spend in the previous two years, 1997/98 and 1998/99 was of the same magnitude - £120,000 per annum.
	TABLE 6.1: FINANCIAL COSTS 1999/2000

	B&E Manager
	TEBF Events
	Newsletter*
	CORDaH Support
	MOST Programme*
	Company Projects

	£37,000
	£10,000
	£5,000
	£6,000
	£10,000
	£52,000


Source: Scottish Enterprise Tayside


* these activities were only funded in 1999/2000

Company projects account for the largest single item - £52,000 - with the employment costs of the B&E manager (salary, national insurance, pension, expenses and related administration costs) accounting for a further £37,000.  

6.4
ACTIVITY MEASURES

The company survey interviewed 27 companies.  Table 6.2 reports the activity measures for those companies that provided quantitative data. 

	TABLE 6.2: ACTIVITY MEASURES

	Total Reported Annual 

Sales
	Number Reporting
	Range
	Average

	£244,527,000
	25
	£30,000-50,000,000
	£9,781,080

	
	
	
	

	Total Reported FTE Employment
	Number Reporting
	Range
	Average

	2,629.5
	26
	1-250
	102


Source: EKOS Survey

Total reported sales were just over £244.5 million with an average of just over £9.7 million per company.  The range varied between £30,000 to £50 million – a considerable range indeed.

Total reported employment was 2,629.5 full time equivalent jobs, with an average of 101 per company.  Again the range was significant, from 1 to 250.  

6.5
GROSS OUTPUTS

The reported (actual or forecast) increase/safeguarded sales and reduction in costs directly related to involvement in the B&E programme are shown at Table 6.3. 

	table 6.3: OMF GROSS output measures

	Output
	Number Reporting
	Total 
	Average 

	Increased Sales
	9
	£9,880,000
	£1,097,000

	Cost Reduction
	8
	Not quantifiable
	15%


Source: EKOS Survey
Only 9 companies were able to identify or forecast sales growth/safeguarded as a direct consequence of the B&E intervention.  Total in these 9 companies would be some £9.9m, averaging just over £1m.  These range from £30,000 to £2m over three years. 

That only 9 companies are able to report gross outputs directly related to their participation in the B&E programme is due to the fact that much of the activity undertaken by the B&E manager has been in the provision of information and advice rather than the introduction of environmental projects aimed at developing the business.

In addition to the OMF output measures the survey also identified an additional output from the B&E projects.  This is reported in Table 6.4.

	table 6.4: OTHER output measure

	Output
	Number Reporting
	Total 
	Average 

	Investment
	11
	£2,075,000
	£188,636


Source: EKOS Survey
Implementation of the environmental project would require 11 companies to embark on additional investment in capital equipment or new products or processes.  Total spend would be some £2m, averaging almost £190,000.  This ranged from £5,000 to £1,000,000.

6.6
ECONOMIC IMPACT MEASURES

6.6.1
Introduction
This section reports on the stated impacts of the B&E programme support in terms of:

· gross employment;

· additionality;

· displacement;

· linkage and multiplier effects; and

· net additional employment. 

Insufficient companies were able to supply sales growth data attributable to their involvement in the B&E programme; it is therefore not practicable to calculate robust productivity and value-add estimates.

6.6.2
Gross Employment

Table 6.5 presents company actual and forecasts of increases/safeguarded gross FTE employment directly related to their involvement in the B&E Programme.  

	table 6.5: gross increases/safeguarded employment to 2003

	Gross Safeguarded
	Number Reporting
	Average

	13
	1
	13

	

	Gross Created
	Number Reporting
	Average

	11
	2
	5.5

	
	
	

	Gross Expected
	Number Reporting
	Average

	42
	3
	14


Source: EKOS Survey

That only 6 companies are able to report gross employment gains/safeguarded directly related to their participation in the B&E programme is due to the fact that much of the activity undertaken by the B&E manager has been in the provision of information and advice rather than the introduction of environmental projects aimed at developing the business.

6.6.3
Additionality
Non-additionality was taken as the proportion of gross direct employment impacts that would have been expected to occur even if SET had not offered support to the businesses.  It was assessed by asking a number of questions regarding the influence of the SET programmes on:

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

· if SET support had not been available, what action would the companies have taken;

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

· quality and scale additionality; and

· any other impacts upon reported business performance.

Businesses were assessed according to a hierarchy of additionality factors. 

· absolute additionality: where all gross direct employment impacts are additional, was taken to apply where none of the employment outputs would have occurred, in the absence of SET support. Where there was no evidence of absolute additionality we made allowance for:

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

· scale additionality: where SET support had a positive influence on the level of gross direct employment.  Following in-depth discussions with companies to ascertain the nature of scale and quality impact of SET assistance, we adopted an assumption of between 10%-20% additionality.

Based on the responses received, we found that
:

· 1 company reported absolute additionality; 

· 4 companies reported time and/or scale additionality; and

· 1 company reported no additionality.

6.6.4
Displacement

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

· location of major competitors;

· location of main markets; and

· current market conditions.

Displacement was then assessed according to the following factors:

· high displacement: where the company sold most of their products or services in Tayside and where there was a high level of local competition. We assumed a displacement range of 70-90% with a norm of 80%;

· medium displacement: where the company was a partial exporter with limited Scottish competition and operated in a growing market. We assumed a displacement range of 30-50% with a norm of 40%; and

· low displacement: where the company operated mainly in export markets with only a few Scottish based competitors and their market is growing. We assumed a displacement range of 10-30% with a norm of 20%.
Displacement was assessed at the local (Tayside) and national (Scottish) levels. The assessed levels of displacement are shown at Table 6.6.

	table 6.6: levels of displacement 

	
	Number of Companies

	Factor
	Tayside
	Scotland

	
	
	

	Low
	3
	

	Medium
	3
	5

	High
	
	1


Source: EKOS Survey
The analysis shows that the SET business support shows relatively low levels of displacement.  This reflects the fact that most of the business that featured in the survey have few local competitors with most exporting to England and overseas. 

6.6.5
Linkages and Multiplier Effects
Linkages refer to the indirect employment impact generated by the purchase of goods and services by businesses supported by SET.  Multiplier effects refer to the induced employment generated by the consumption expenditures of those directly and indirectly employed through the businesses supported. 

It was difficult to extract relevant data from the companies on levels and, in particular, the distribution of purchases. However, we believe that overall the types of companies supported will have a normal pattern of purchases, excluding wages, and have assumed that these will be within the norm. These were assumed to be:

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

· 1.30 for both linkages and multiplier effects at the Scottish level.

These coefficients are consistent with those recommended in SE best practice.

6.6.6
Net Additional Employment

Applying these additionality, displacement, and linkage and multiplier effects to gross employment safeguard/created/expected, the estimates of net additional employment shown in Table 6.7 are obtained. 

The 66 gross jobs safeguard/created/expected in the 6 companies are:

· discounted to take account of:

·  non-additionality (-43.2 jobs) and displacement (-5.9 jobs at the Tayside level and –9.1 jobs at the Scottish level); and

· increased to take account of:

· supplier linkages (+2.5 jobs at the Scottish level and +4.1 jobs at the Scottish level); and 

· multipliers (+2.9 jobs at the Scottish level and +5.3 jobs at the Scottish level)

	table 6.7: net additional employment 

	
	Tayside
	Scotland

	
	
	

	Gross Direct
	66
	66

	Less Non Additional
	43.2
	43.2

	Gross Direct Additional
	22.8
	22.8

	Less Displacement
	5.9
	9.1

	Net Direct Additional
	16.9
	13.7

	Plus Supplier Linkage
	2.5
	4.1

	Plus Multiplier
	2.9
	5.3

	Net Additional Employment
	22.3
	23.1


Source: EKOS Estimates

These jobs relate only to those generated in the firms that participated in the survey – they account for around 1-in-four B&E programme companies.  It would be normal practice to gross up these figures to the B&E programme population of companies as a whole.  

However, in this case, as the fieldwork programme sought to include all companies that had been involved in environmental projects that could realise economic impacts, we believe that the impacts detailed in Table 6.7 represent the full scale of the Programme's economic impact.

It should however be recognised that the bulk of the gross jobs (64%) were expected to be generated over the next 3 years.

6.7
ENVIRONMENTAL IMPACT
Although a full and detailed environmental audit/impact assessment was beyond the scope of this study, through our own knowledge and experience, and through qualitative discussions with companies, we have been able to identify some potential environmental impacts of the B&E supported projects implemented by businesses.  These are outlined in Table 6.8.  

	TABLE 6.8: MEASURING ENVIRONMENTAL IMPACT

	ENVIRONMENTAL PROJECT
	BUSINESS IMPACT
	ENVIRONMENTAL IMPACT

	Waste Management
	· reduction in disposal costs

· reduction in amount of waste produced

· reduction in resource input

· separates types of waste into hazardous, inert, etc. so reduces disposal costs as less waste is contaminated and so less requires special treatment


	· less waste means less is disposed in the environment, extending landfill site life, reducing amount incinerated and so air emissions and reducing discharge

· more efficient use of resources ensures they last longer so less environmental impact in harvesting less raw resources


	ENVIRONMENTAL PROJECT
	BUSINESS IMPACT
	ENVIRONMENTAL IMPACT

	Water Conservation
	· businesses who conserve water produce less waste water which requires discharge consents and so reduce the costs

· conserving water also means less water is used so they require less water input thus reducing charges and influencing the quantity of waste water
	· water conservation reduces the amount used of this natural resource

· using less water reduces the demand so less is taken out of the natural environment, reducing the impact of removing water or storing water, i.e. less reservoirs required so less land flooded to accommodate them, river flow is left at more natural levels so not limiting fauna or flora use or requirements or the natural processes of the river system

	Air Emissions
	· ensures business meets regulatory standards

· avoids potential fines

· business is better informed of the content of their air emissions and can plan to reduce the amount and/or hazardous of emissions


	· improved atmospheric conditions

· reduction in accumulative impact of businesses leads to reducing greenhouse gases overall

· reduction in acid rain means reduced harm to fauna and flora

· cross boundary pollution reduced

	Visual/Landscape Impact
	· helps to make a better working environment

· reduces the impact of an unsightly building/landfill/site, etc

· some business operations require that visual/landscape considerations be taken into account in order to be allowed to proceed, i.e. landfill sites, 
	· can improve the habitat for fauna and flora in the area if undertaken with this objective in mind, i.e. when planting screening trees for a development, use a variety of native species and incorporate open grassland, as this maximises the benefits to fauna and flora that can live in the environment.  This improves the biological diversity in the area

	Health & Safety
	· requires businesses to reduce the risks to employees and the public, so reduces the risk of hazardous events/substances/operations to people

· ensures employer complies with EU and UK legislation to avoid fines
	· hazards posed to humans are usually also hazardous to the wider environment but this does depend on the type of risk posed by the hazard

· reduces potential for hazards to occur such as chemical spillage’s, emissions, discharges which would adversely effect the environment

· H&S requires mitigation measures to be put in place to avoid accidents, and also emergency procedures to be developed in the event of an accident, this minimises the potential damage that could occur


	ENVIRONMENTAL PROJECT
	BUSINESS IMPACT
	ENVIRONMENTAL IMPACT

	Transport & Distribution
	· Business will aim to maximise transport efficiency in order to minimise costs and reduce fuel use

· But businesses will use the most convenient transport and distribution method for themselves which isn’t necessarily the most environmental, i.e. road instead of rail
	· Transport efficiency helps reduce atmospheric emissions

· Because of the preferred road option, traffic and congestion have increased, increasing journey time and so emissions.

· This increased pressure results in more roads constructed to cope with demand and destroying more natural environment and habitat and increasing emissions

	Green Market Opportunities
	· with increasing environmental legislation, is more demand for new methods and technology enable legislation to be complied to

· business can be ahead of the game and provide this technology etc and so exploit a new and growing market

· businesses investing in GMO are taking the initiative and seeing the potentials that environmental legislation offers
	· better technology, methods, etc. reduces the impact of human activity on the environment

· allows for better, efficient, less harmful ways to be developed

· this ensures human requirements are met but at a greatly reduced cost to the environment

	Energy Conservation
	· reduced energy costs for business increases production/operating efficiency and so increases profit margins

· allows company to see ways in which energy use can be maximised, i.e. combined heat and power systems, this reduces the amount of energy used and so the amount of waste produced
	· reduces amount of raw material needed to produce energy so less environmental impact from using less resource, i.e. amount of coal produces more energy but for less damage to environment in extracting that coal

· reduces amount of carbon and greenhouse gases being emitted as less raw material used

	Water Quality
	· ensuring a business meets the required water quality standards means it avoids fines and clean up cost

· by ignoring water quality, it may need to upgrade facilities later on but this won’t be planned for or built into the business planning long term, resulting in reactive behaviour

· better water quality requires less treatment before being acceptable for use so reduces costs
	· improved water quality means there is less detrimental effect to fauna and flora reliant on the aquatic environment

· improved water quality also ensures that water supplies and ground water are less likely to be contaminated and so avoids the loss and degradation of an essential natural resource

· by water quality being better, then less chemicals and resources are required to be added, i.e. chlorine, to allow for human use


	ENVIRONMENTAL PROJECT
	BUSINESS IMPACT
	ENVIRONMENTAL IMPACT

	Noise
	· reducing noise levels improves the working environment for employees and for other people living or working in the surrounding area

· reducing noise levels can also mean that the business isn’t constrained by noise restriction legislation which can impose times when operating can commence
	· reducing noise levels can improve the overall environment and reduce disturbance to fauna

· some species are sensitive to noise and disturbance caused at certain times of the year, which might adversely effect breeding patterns or rearing of young, so reducing noise reduces the potential to disrupt species natural behaviour

	Environmental Management System
	· in order to meet customer requirements and keep that customer, a business may need to implement an EMS which can cost initial outlay in reviewing current procedures and then in implementing the EMS

· but there are cost savings associated with EMS, through improved energy efficiency, reduction in waste, ensures legislative compliance so mitigates against any potential fines

· business is more aware of their impact on the environment and has the baseline for action to reduce their impact
	· increases resource use efficiency, meaning that less natural/raw materials are required to produce the same output

· reduces waste, atmospheric, solid and effluent.  So reduces detrimental impact that these Have on the environment

· reduced waste means less resources required to treat the waste


7
CONCLUSIONS AND RECOMMENDATIONS
7.1
INTRODUCTION
This Chapter draws on the various elements of the work programme to present a brief set of conclusions and a small number of recommendations.  The conclusions are organised around the objectives of the study:

· identifying the success of the programme in terms of meeting its own operational objectives and the extent to which these are still valid;

· the benefits that accrue to participating companies;

· the net impact of the programmes on companies and the Tayside economy;  

· measuring cost effectiveness and value for money;

· the extent to which the strategic rationale for the programme is still valid in light of the new SE/SET strategy, and the scale and nature of the market failures the programme seeks to address;

· the benefits accruing to the environment as a result of the operation of the programme;

· the adequacy of the delivery mechanism and the fit of the various components of the programme; and

· how similar programmes operate elsewhere in the SE network, and provide benchmark information on these.

7.2
CONCLUSIONS
7.2.1
Objectives
The objectives of the B&E programme are to:

· help ensure that Tayside businesses were aware of environmental issues within their operations;

· help businesses understand the scale and nature of the action that they would be required to take to ensure that their environmental performance complied with the increasingly stringent regulatory framework; and

· encourage Tayside businesses to exploit the business opportunities that have resulted from the increase in directives from the UK government and the EU - green market opportunities.

The business survey and the postal survey of TEBF members clearly demonstrate that the first two objectives of raising awareness of environmental issues within their business operations, and the scale and nature of the action required to comply with environmental regulations has been achieved.  However less success has been achieved in encouraging business to exploit GMO.

Discussions suggest that in part this is due to the success of the first two objectives; business are still concerned with regulation compliance and addressing their own environmental problems.  Other reasons given relate to perceptions regarding their own product base, and internal human and financial resources.  Where GMOs have been realised they have (or are expected to) achieved significant gross outputs: 

· investment totalling £685,000:

· realised:
£185,000

· expected:
£500,000

· safeguarding/creation of 39 FTEs:

· safeguarded:
13

· created:

11

· expected:

15

· generation of an additional sales of £5.13m:

· realised:
£1.63m

· expected:
£3.5m

7.2.2
Benefits to Participants

The key benefits realised by participating companies has been:

· compliance with UK and EU standards and legislative requirements, enabling companies to continue operating;

· 9 companies realised additional sales of £9.9m;

· 11 companies realised additional investment of over £2m;

· 8 companies reduced operating costs by an average of 15%.

7.2.3 Net Impact
The numbers of net additional jobs safeguarded/created/expected as a result of the Programme are:

· 22.3 FTEs at the Tayside level, and 

· 23.1 FTEs at the Scottish level.

7.2.4
Strategic Rationale
The B&E programme fits with the new strategic framework through:

· encouraging and supporting companies to engage in environmentally friendly business practices and policies; and

· encouraging and supporting companies to implement sustainable development projects that contribute towards economic progress, community well being and environmental responsibility.

7.2.5
Cost Effectiveness and Value for Money
Measuring cost effectiveness and value for money in traditional terms - assigning monetary values and calculating cost per job figures - would be somewhat misleading.  Much of the Programme activity has involved the B&E manager offering advice and guidance to companies that has resulted in an increased awareness of their environmental obligations and responsibilities. Assigning monetary values to the results of this activity is impractical.  

As a result of the B&E manager's activity being focused on provision of advice, more limited project and spend activity has resulted, leading to lower level traditional economic impacts.  Calculating cost per job figures would be misleading as they would distort the picture.  

As the focus of the B&E programme shifts, from information/advice provision towards assisting companies to implement projects that will address both environmental issues and competitive pressures, it will be possible to make useful statements about cost effectiveness and value for money.

7.2.6
Market Failure
The market failure originally addressed by the Programme, as detailed in the initial evaluation of B&E was one of information deficiency, particularly amongst SMEs.  The programme was seen as raising awareness amongst, and providing information and advice to, Tayside companies on specific environmental issues, including regulation compliance.  Evidence from the business survey suggests that there is no longer a market failure in terms of information provision: 

· 64% of the companies had sought information from other sources;

· 57% had accessed information from other sources; and

· 89% were aware of sources other than SET for this type of information.

The company survey did establish other market failures that it is legitimate for SET to address:

-
risk aversion: 

· businesses were reluctant to invest in environmental or sustainable development projects as they were concerned about the likely rates of return or the benefits on business performance; and

· scale barriers:

· businesses did not have the funds available to invest in environmental or sustainable development projects;

· with a small workforce, companies are not able to release a manager to receive the necessary training to enable them to generate and monitoring environmental projects;

· although businesses were aware of the benefits of undertaking environmental projects they lacked internal resources and expertise to implement.

7.2.7
Benefits to the Environment

The change is business attitudes to the environment, the addressing of environmental issues required to comply with regulation, and the implementation of environmental projects is felt by companies to have had a positive impact on the environment:

· improved environment within the company
65%;


-
improved environment within Tayside
73%; and


-
improved global environment


50%.

7.2.8
Delivery Mechanism
SET competitively tender the delivery of the B&E programme.  CORDaH have been operating the contract for almost 6 years; three CORDaH employees have acted as B&E programme manager.  In addition to providing the B&E manager, CORDaH are also contracted to supply a fixed number of consultancy days that adds to the scientific and technical capabilities of the B&E manager.

Discussions with SET executives and companies found considerable respect for the technical and scientific expertise offered by CORDaH and the B&E managers.  The nature of the contract with CORDaH means that it can deliver across the full range of environmental issues facing Tayside companies, without SET needing to tender for each individual company support.

However there is a concern.  The B&E managers have spent a disproportionate amount of their time acting as an information resource, often reactively, rather than pro-actively working with companies on environmental projects - including, where appropriately, developing green market products.  There was a general consensus that there needs to be a shift away from information provision towards developing opportunities, particularly as there does not appear to be a market failure with respect to information deficiency. Such a shift in emphasis has implications for the future design of the B&E programme, and is discussed below.

7.2.9
Experience Elsewhere

Experience from elsewhere suggests that SET are one of the most advanced LECs in terms of their thinking and approaches to environmental issues within companies, that goes beyond regulatory compliance.  LDA, GEL and SBE have programmes of a similar type to SET, and LDA and GEL both use external experts (Bell Innovation at LDA and CORDaH at GEL).

Sustainable development is a key result area for the network; much of this work is being led by SET.

7.3
RECOMMENDATIONS

The recommendations reflect the wide consultations, interviews, and surveys undertaken during the study. They fall into the following categories:

· delivery mechanism; and

· GMOs.

7.3.1
Delivery Mechanism
EKOS recommend a change to the way that the B&E programme is delivered.

The initial evaluation study highlighted that the key rationale for the programme was to address the market failure of information deficiencies.  As such, a significant proportion of the three B&E managers' time and effort has been spent providing information, advice and guidance to companies.

Whilst this may have been an appropriate allocation of time in 1997, the business survey suggests that it is no longer the case - almost all companies knew of sources of information on environmental issues other than SET, and most had accessed information from these sources.  

This suggests that the focus of the B&E manager should be on assisting companies to implement environmental projects that will realise business benefits in addition to environmental gain.

This shift in focus then raises the additional issue of the status of the B&E manager within SET.  SET operates an Account Manager system for its dealing with local businesses; a recent independent external evaluation concluded that this was an effective and efficient mechanism.  The AM discusses a wide range of business development issues with companies - environment, skills, marketing, product development, exports etc - and then accesses appropriate support, whether financial, technical or specialist consultancy.  On environmental issues SET contract with outside experts on a full-time basis to address these issues.  This raises the question: “Do environmental issues warrant such special attention?” EKOS would suggest that they do not

Whilst this may have been the case 6 years ago when SET established the programme, when knowledge of environmental issues, concerns and how to address them may not have been a skill set posses by AMs.  Over the past 6 years the AM have climbed the learning curve and have sufficient experience and knowledge to discuss environmental issues with businesses.  This is not to pretend that they have the technical and scientific expertise possessed by the previous CORDaH employees who acted as the B&E manager.  They do however have the knowledge to identify an issue and seek the appropriate support.

EKOS would therefore suggest that environmental issues be treated on a par with all other business development issues - issues identified by the AM rather than a dedicated B&E manager, with appropriate external technical or specialist consultancy, or financial support accessed by the AM.
The TEBF operates as a key information provider to companies on environmental regulations and other issues.  It is highly regarded by companies, public sector members and the regulatory authorities.  The costs to SET are modest - around £10,000 per annum; in addition it attracts private sector sponsorship/leverage in funding the costs of hosting meetings.

EKOS would therefore recommend that SET continues with its support of the TEBF.

Companies are likely to continue to approach SET as their first port of call when seeking information, advice or guidance on environmental issues.  For SET to withdraw from this area of activity could be viewed adversely.  Both LDA and GEL fund an environmental helpline on a call-off contract basis, which is highly regarded by those companies who use it, but involves minimal costs.  

EKOS would therefore recommend that SET consider offering such a facility, perhaps in partnership with other LECs.
7.3.2
Green Market Opportunities
EKOS recommend that the GMO strand of the B&E programme is maintained, but less emphasis should be placed on it.

The GMO strand of the B&E programme has been the least successful element of the Programme.  Although the B&E manager undertook a significant visit programme to "sell" the GMO strand companies were found to have been focused on complying with regulations and addressing their own environmental problems.  However there have been some activity, that if successful could realise significant outputs for the companies concerned in terms of sales and the safeguarding of existing employment and creating additional jobs in the future.

If environmental information provision is no longer to be seen as a key function of SET, with environmental issues addressed exclusively through the AM system, and therefore the focus will be on identifying business benefits from environmental concerns, the GMO agenda will find its own level of importance within the SET portfolio of assistance.

AMs should not be seen to be pushing GMO - GMO issues should fall out of a general discussion of the business issues facing one of their companies.

APPENDIX 1: INFORMATION SOURCES

· Advisory Committee on Business and the Environment;

· Association of Environmental Consultancies;

· British Library - Environmental Information Service;

· British standards Institute;

· Centre for Environmental and Business in Scotland;

· Chartered Institute of Purchase and Supply

· Energy Efficiency Office;

· DTI Environmental Helpline;

· Energy Technology Support Unit;

· Engineering Employers Federation

· Scottish Environmental Protection Agency

· Groundwork Foundation;

· Health and Safety Executive;

· Institution of Chemical Engineers;

· Industry Council for Packaging and the Environment;

· Institute of Environmental Management;

· Institute of Waste management;

· Institute of Water and Environmental Management;

· Joint Environmental Markets Unit;

· National Environmental Technology Centre; and

· National Physical Laboratory.
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� University of Abertay School of Social Science - (1997) - Evaluation of the Business and Environment Programme  May.


� An analysis of the attendance at TEBF meetings in 1999 revealed that whilst the private sector representation accounted for well above half of all attendees only 2 MDs attended. 


� Our understanding is that this is not the case; many breakfast meetings have been hosted outwith Dundee.


� Additionality is not discussed for the other 21 companies who participated in the evaluation process as no economic impact was established.
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