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Executive Summary

Introduction

This interim evaluation of the Wireless Innovation Centre (WIC) was undertaken on behalf of Scottish Enterprise Renfrewshire (SER), as part of a joint evaluation exercise with the Hillington Park Innovation Centre (HPIC).

A pilot Wireless project was run during 2003 based at the Hillington Park Innovation Centre. As a result, it was concluded that there was scope for a wireless innovation centre of national scope and a funding approvals paper was prepared covering a three-year period ending in April 2006. The interim evaluation relates to the first 18 months delivery of this full scale project.

The operation was originally titled the “Wireless Innovation Centre”, but by the end of 2004, it was shortened to Wireless Innovation, in order to remove any ‘fixed location’ perceptions of the project.

The WIC was designed to offer Scottish companies access to a wireless infrastructure, wireless technology support, business development support and key market partnerships.

The Hillington Park Innovation Centre was considered to be a key component in the Wireless Innovation project. The clustering of innovative wireless companies in one building would result in shared knowledge, experience and collaborations, with an increasing impact on the Scottish economy.

Scottish Enterprise Renfrewshire funded the project over the three years with additional ERDF funding.

The Wireless Innovation Centre has three team members dedicated to handling wireless issues with services provided free to users. Key services include the evaluation of potential market opportunities for products and applications designed by firms, market research on behalf of firms and the development of commercial contacts and negotiations on behalf of firms. In addition, team members help firms develop their businesses through providing generic sector knowledge, specific information on product marketing and advice on commercialization of new products.  Recently, the centre has hosted a series of events for firms.

The team chooses cases for assistance based on two factors: first, a Scottish base and Scottish registration for the firm and second, the development of the product/application in Scotland.

The Team has established a test lab at the Centre, launched early in 2005 and focused on providing developers with access to equipment used by Network operators. The number of active partners is expanding, but includes Orange, T Mobile, Microsoft, Anritsu, O2, Nokia, Sun and IBM. The lab currently has around £250,000 worth of test equipment.

Method and Findings

The Wireless team has met around 22 firms based at the Innovation Centre and has provided detailed advice to around six of these firms. Approximately 110 firms operating in the development of Wireless technologies in Scotland have been identified and the Wireless team has worked closely with 29 of these, brokering contacts between the firms and the Network operators and equipment suppliers.

Consultations were carried out with the SE Network and Commercial Partners. In addition, a survey was carried out of 15 firms (25%), representing all geographic areas covered by the project.

Most firms interviewed were small when they first made contact with the Wireless team, having an average turnover of £236,000. There has been a significant increase in the order of 44% in the turnover of firms during the 18 months in which the Centre has been operating.

Firms were asked about investment in R&D, and just under half of the sample reported that they had invested in R&D during the previous year. Average investment was £210,000, which is above the average for firms in the same size band in Scotland as a whole.

The principal motivation of firms approaching the Wireless Innovation team was to have market research conducted on their behalf. A proportion of firms reported that they had a product idea and wished to gain independent commercial feedback on its strength.

Firms identified key issues of particular importance. Market and technology research services, along with Intellectual Property and product commercialization support, were considered most important. Of moderate importance was the opportunity to forge links with customers and other commercial partners. The principal areas where the Wireless team appears to be having an influence are in assisting firms access existing and new markets and in the provision of improved knowledge of the market and likely competitors.

Feedback from firms indicates clearly that access to market information is the key motivator for them when they first make contact with the team. In this regard, the team is likely to be fulfilling a specific market need.

Broadly speaking, firms felt that the Wireless Innovation team was of value and in the case of lower scores, it tended to be dissatisfaction with the content of the information rather than the process or ability of the team to provide it. 

Quantitative impacts were also measured. In this case, timing is a key factor, as it is relatively early to be attempting to make an assessment of impact.  Firms indicated that the project had not led to greatly increased sales, decreased costs or increased employment to date.

However, projected figures for impact in two years from now indicated that firms expected the actions taken as a result of working with the Wireless team would result in a notable increase in both turnover and employment. At the Scotland level, impact on turnover was £85,170 to date and £18.6 Mn projected turnover increase in two years. When examined in terms of impact on employment, the result of the project at the Scotland level was 3 jobs created to date and 17.5 jobs projected in 2 years time (2007). 

Based upon the value for net sales impact calculated above, it is possible to estimate the level of gross value added to the economy.  Assuming that the firms are operating in the Computer and Related Activities SIC92 Code, the average ratio of GVA at Basic Prices
 to Turnover is 0.55:1. Thus the GVA can be estimated to be:

· £46,843

· £10.24M estimated in two years time.

Given the high R&D spend by firms and the high projected future sales impact, the advice provided by the Wireless team appears to be more influential on informing future business activity. The overall satisfaction reported by firms with the team’s input is relatively high, so although additionality is relatively low, it is likely that the advice resulted in firms making better quality decisions than they would have made otherwise.

Displacement for the sample was relatively low.  This is likely to reflect the high technology/specialized nature of the new product development – firms operate in specific niches and do not anticipate winning sales at the expense of other Scotland based firms.

Consultation indicated that the Wireless Innovation team provides links for firms into the Scottish market and the SE/e-Business advisory network, and is a unique facility with nothing similar elsewhere in the UK or EU. The Scottish Enterprise e-Business team had lost contact with the project following the pilot, but there was now a strong desire to create an opportunity for senior staff to reengage in the project. We believe this is a positive indication that should be followed up.

Commercial Partners also identified the ‘vendor neutral’ status of the project as a unique selling proposition.

There is currently a clear allocation of responsibilities within the team, and they appear to focus on those areas where they have personal knowledge. However, outwith those areas, they engage other advisory personnel or specialists. The team appears to work well and the skills are complementary. Interviews with the team members indicate that they take a relatively strong commercial approach.

Feedback suggested that the project could build further on its core specialisms and be more proactive, especially with the SME sector, while maintaining its independence and strong industry links.

The image and positioning of the Wireless Innovation project was the subject of comment. Members of the team indicated that the response from colleagues in the local enterprise company network varied from strongly positive and well-informed to belief that it was a ‘Renfrewshire-specific’ project operating outwith its geographical boundaries. Scottish Enterprise consultees suggested that geographical boundary blurring might occur due to the Wireless project and HPIC being co-located. Commercial Partners, however, did not see the interaction of HPIC and WIC as an important issue.

However, it is clear from the survey response that the project is a good fit relative to other public sector support and does not appear to be displacing services in the private sector. 

This is a novel project that is considered to be unique in global terms by both the Enterprise Network consultees and those in the commercial sector. The Wireless Innovation project’s main competitors are considered to be economic development agencies in Ireland.

There was a view that the Wireless team should engage more with Higher Education Institutions and integrate better with Intermediate Technology Institutes. It was also considered that there were opportunities to build links with the risk capital community.

It emerged from consultations with Scottish Development International that they are targeting the wireless sector as part of their inward investment promotion. Globally, it appears that there is considerable interest in this area and the Wireless Innovation project could enable Scotland to steal an edge on the competition. Scottish Enterprise sees the project as an asset for Scotland and SDI plans to make greater use of the project when promoting the strength of Scotland as a location for wireless businesses.

A recent paper published in a US journal, authored by the Wireless team, has raised the Centre’s profile and stimulated contacts. Additionally, co-marketing seminars hosted by the team have helped to raise interest among partner organizations. Partners would appreciate regular updates on client companies. 

The feedback suggests that there is scope for the Wireless team to consolidate its approach to brokering events with network operators and build on the existing support to focus on links with the education sector and the ITIs. There is also potential to introduce greater support for new product development. However, any expansion should be framed within the context of available capacity and individual competencies.

Recommendations

· maintain independence and remain vendor neutral

· consider the branding/positioning of the Project and reconsider how it can be promoted as a National resource, in particular to LECs

· maintain the strong commercial focus of the team but aim to build on this strength

· capitalise on SDI’s targeting of the Wireless sector and continue to act as a specialist resource for SDI

· consider inviting the Director of the e-Business Team at SE to have more involvement in the project

· aim to deepen penetration/coverage of the SME base with which the Team has a service level agreement

· consider expanding services to cover product development and selectively, training

· aim to work with new clients that have a specific need – additionality is relatively low on the cases we reviewed and the team should aim to maximize the value they add

· build on the links to HEIs and ITIs (as a team and acting as a conduit to SMEs)

· consider ways of maximizing and developing the relationship with commercial partners

· improve communication/updating to commercial partners and endeavour to gain new commitments from them in other areas (e.g corporate venturing).

Chapter one

Introduction

Introduction

This report presents the findings of an interim evaluation of the Wireless Innovation Centre (WIC) that was undertaken between late 2004 and early 2005.  The assignment was undertaken on behalf of Scottish Enterprise Renfrewshire and was part of a joint evaluation exercise with the Hillington Park Innovation Centre.
The Wireless Innovation (Centre)

Background

In February 2003, SE Renfrewshire, with funding support from the SE e-Opportunities team, began a six-month wireless pilot project at the Hillington Park Innovation Centre. This pilot was viewed as being successful and indicated that there was a demand for a wireless innovation centre of national scope and separate funding approvals paper was prepared that covered a three year period (ending in April 2006). This was demonstrated by the engagement of a number of Scotland’s major telecommunications companies, high attendance at seminars run by the Wireless team and the support and co-operation of industry organisations. 

Objectives and targets

The project had a range of objectives that covered both ‘Growing Business’ and the ‘Global Connections’ objectives of a Smart Successful Scotland, namely to: 

· Facilitate the creation and growth of firms operating in the Wireless Technology sector thus contributing to an improved business birth rate and a more entrepreneurial culture

· Enhance Scotland’s e-business activity - the development of wireless (mobile) technology, applications and content was considered to be a critical part of the e-business supply chain, the development of which would positively impact the growth in e-commerce by individuals and businesses 

· Increase Commercialisation of Research & Development – the project would encourage the development of intellectual property by client companies, improve linkages between clients and appropriate university research institutions and improve the client’s level of research and development

· Improve Digital Connectivity – the project would facilitate the development of a strong base of innovative wireless companies and will help to ensure that Scotland is at the cutting edge of competitive, accessible communications technology

· Increase involvement in Global Markets – the wireless project through its involvement with SDI and the Innovation Centre’s international connections could encourage clients to develop global ambitions, strategic alliances and strategic partnerships.

The Wireless Innovation project was designed to provide a service that lowers the barriers to entry by offering Scottish companies: 

· access to a wireless infrastructure

· wireless technology support

· business development support

· key market partnerships. 

In terms of its targets, it aimed to:

· assist 53 SMEs, 

· launch 20 new products or processes

· help create 78 new jobs and 

· support 12 new high growth start-up firms.

The Hillington Park Innovation Centre was considered to be a key component in the Wireless Innovation project. Its aim is to create the premier company building mechanism in the UK by providing critical solutions and connections. The clustering of innovative wireless companies in one building would create an environment through which companies and staff share knowledge, experience and collaboration, therefore, making an increasing impact on the Scottish economy. When the (post pilot) project was put forward for funding, it was reported to have the full support of the Scottish Enterprise e-Opportunities team.

Funding

Details of the project funding are presented below in Table 1.1.

	Table 1.1 – Funding  Summary
	
	

	
	Year 03/04
	Year 04/05
	Year 05/06
	Total

	Total
	£230,600
	£242,000
	£188,400
	£661,000

	SER
	£164,600
	£139,000
	£98,400
	£402,000

	ERDF
	£66,000
	£103,000
	£90,000
	£259,000


Scottish Enterprise Renfrewshire allocated £165,000 in its 2003/04 Operating Plan to the Wireless project. The ERDF funding is additional to that approved in the SER operating plan. It was intended that the Innovation Centre team would deliver the services that underpin this project.
Although the operation was entitled Wireless Innovation Centre, it was agreed towards the end 2004 to shorten the name to Wireless Innovation.  This change was introduced to remove the ‘fixed location’ perception of the project and thereby emphasise the National remit of the team.  

The team and its role

The team structure has evolved.  The current structure was formalised in the summer 2004. There are three team members dedicated to handling wireless issues on behalf of firms.  Services are free to the user. Reflecting the specialisms of these three individuals, the Wireless Innovation team delivers three key services for developer firms:

· It will make contact and establish the nature of the firm's technology, ascertaining whether there is a potential market opportunity for any application ideas on which the firm is working

· It will undertake market research on behalf of the firm into possible market opportunities among the network providers 

· If there is an opportunity and providing the firm is keen to proceed, the Team will work on developing commercial contacts and commence negotiations.

In terms of process, firms often go through the first two stages several times before they hit upon an opportunity deemed to be of marketable potential.  In addition to the three themed areas above, the team identified other areas where they help firms develop their business through providing:

· Generic sector knowledge

· Specific information on product marketing

· Advice on commercialisation of new products

Once a sound opportunity has been identified, the team usually 'hands over' the firm to the HPIC (if it is based on site) business development team who will help it prepare a business plan and raise finance if appropriate.  If the firm is not based at the Centre, then the hand-over is usually to the local LEC.  Some firms may prefer to have WIC as their primary support team - when this happens, the team will negotiate with HPIC/the LEC to make this happen

Typically, the Wireless Team has around 20 firms live at any one time.  Most of these require a light touch.

Client Appraisal and Client Targeting

When assessing cases, the team considers two main factors:

· The firm should be Scotland based and registered in Scotland

· The firms should be developing the product/application being reviewed/assisted by the Wireless team, in Scotland.

Targeting of services could best be described as being evolutionary for the first 18 months of operation.  However, a new marketing approach, built around clusters/special interest groups, was agreed in late 2004.  Presently, the team aims to work with 10-12 developer firms in a specific segment or with firms that are working on a specific type of application.  The new process involves bringing these (Scotland based) firms together for a meeting to which a number of (circa 6-8) commercial partners are invited.  The commercial partners are based elsewhere in the UK but those based in mainland EU are also targeted to attend.  At the time of interview, the aim was to hold these events every quarter and to promote them as being a ‘mini conference’ or ‘mission’

One RFID group had been held in December 2004 and this first themed event was viewed as being a notable success and we understand that a repeat session was planned for March 2005.  Separately we understand that a Machine to Machine event was held in February 2005.  It is aimed to hold similar events covering:

· RFID (repeat)

· Applications and Content

· Wireless LAN

Separately, the Wireless Innovation team is also delivering an emerging technology session with universities and Intermediate Technology Institutes around the issue of new standards.

Client targeting is influenced by an assessment of ‘potential growth’ of applications (not technology per se, or end markets) such as mobile marketing.  While all clients are Intellectual Property developers, it is possible that the Wireless team could work with for example an advertising agency that wanted to use the technology. Consequently, the potential reach of the team is very broad.

The Partners & Developers

The partners provide the developer community access to the end users.  In total there are around 110 developer firms.  Target firms are distributed across Scotland but there are notable concentrations in the major cities.  Based on feedback from the team, the distribution is considered to be as follows:

· Circa 10 in North East (Aberdeen)

· circa 30 in Dundee

· just two to three in Borders and 

· around 60 spread between Edinburgh & Glasgow 

From this larger group, the Team works with around 40 developer firms in Scotland of which four were noted as being based at the HPIC

Developers are operating in mobile gaming and other mass market applications.  The Wireless Innovation team undertakes market research with the partners on emerging opportunities - when it identifies opportunities that may be of relevance to client firms, it will bring together a group of developers to meet one or more of the mobile operators.  According to the Wireless team, feedback from the operators indicates that it is cost effective to visit Hillington if there is an opportunity to meet several developers at one time but that they would probably not make the effort to see just one firm.

Testlab

The Team has established a test lab at the Centre.  The Lab was launched early in January 2005 and focuses on providing developers with access to equipment used by the Network operators.

The Lab is one of four in the EU in which Orange has a presence.  In addition, T Mobile, Microsoft, Anritsu (manufactures test equipment), O2, Nokia, Sun and IBM have all made equipment available there.  We understand that the number of active partners is expanding and the Centre has promoted the opportunity for these firms to use the Lab as a marketing facility for their products in addition to enhancing the quality of development activity (by Scotland based firms).

There is around £250,000 worth of equipment available in the Lab of which around £30,000 was purchased by the Wireless team.  The team was in the process of preparing marketing materials for the Lab at the time of interview. 

Consultations

SE Network

Consultations were held with the e-Business Team and representatives of Scottish Development International.  The e-Business Team members, who were involved at the project design stage, have not kept abreast of changes in the project or its development.  The Director of the e-Business team would welcome greater engagement with the project in future. 

The e-Business Team consider the Test Lab facilities as being a very important asset. There was a view that there is scope to use these facilities and seek to improve the level of   prototype and R&D support that is made available.

There was a strongly held view that the ‘promotion’ of the Wireless Innovation project should be separated from HPIC.  This was driven by the recognition that HPIC is a Renfrewshire initiative and that by co-locating the Wireless project at the Centre, it was likely to cause confusion among partners elsewhere in Scotland. The Wireless Innovation project’s national remit is likely to be diluted. One of the SDI consultees indicated that it was only recently that they fully appreciated the Scotland wide remit of the project.

The Wireless team was considered to promote strongly its links with commercial partners. However, it is less clear how well connected the team is with the smaller suppliers.  It was felt important to build links to smaller suppliers as well in order to have balance and to help these firms to grow. 

Presently, the Wireless Innovation team supports SDI (providing sector expertise). SDI is currently producing a strategy and linked marketing material for inward investment in the wireless sector in Scotland. It is anticipated that the Wireless Innovation project will be part of this along with around 150 companies that are believed to be operating in this sector in Scotland.  (None of the Wireless firms in our sample were inward investment cases.) SDI sees four groups of companies in WIC’s sector:
· content providers
· application developers
· equipment and 
· network specialists.
Economic development agencies in Ireland were considered to be the major competitor and, to a lesser extent, Highlands and Islands Enterprise (but HIE also acts as a collaborator as well).
It was recognised that the technology support provided by the team is vital for incubated firms and the wider Wireless community in Scotland. There was a view that the Wireless team should engage more with Higher Education Institutions and integrate with Intermediate Technology Institutes.  (Our consultation with the Wireless team indicates that this is happening to a degree but that there was scope to do more). 

There was also felt to be an opportunity to build links with the risk capital community and that this would build profile and raise awareness.
Commercial Partners

For one partner, the Wireless Innovation team is seen as the firm’s link point into the Scottish market and the SE/eBusiness advisory network.  This is a unique facility.  To the firm’s knowledge, there are no similar (competing) facilities elsewhere in the UK or EU.  There is a Cable and Wireless RFID facility but this is not ‘vendor neutral’.

The ‘vendor neutral’ status of the Wireless Innovation project is seen as being its unique selling proposition. 

A recent US journal paper by the Wireless team raised awareness of the Centre in the USA and stimulated a number of contacts from the firm’s offices in the US seeking clarification on the operation, scope and activity being supported.  The commercial partner considered this to be a very good awareness raising exercise.

Separately, the team hosts co-marketing seminars. These commenced recently and has resulted in interest within the partner organisation to do more.  There is also a possibility to build on this relationship and link client SMEs into the partner’s ‘corporate venturing’ arm.  

Partners would appreciate regular updates on client companies to circulate internally. 

The interaction of HPIC and WIC was not seen to be an issue (either positive or negative) among the partner organisations consulted.

The Wireless Innovation team was considered to work well in facilitating links between SMEs and blue chip organisations. There is no other organisation promoting the Wireless sector in a similar manner either in Scotland or elsewhere in the UK

The key offering of the Wireless Innovation project was considered to be the provision of information and the Test Lab. This is very useful in encouraging academic spin out activity. 

The Project was felt to have a strong team that was well balanced with an understanding of both markets and technology – that balance was considered to be important

Feedback from firms on the future positioning of the Centre was somewhat non-commital.  However, the broad thrust of the comments suggests that partners would like the project to build on its core specialisms and to be more proactive (especially with the SME sector). It should retain independence and develop its strong industry links. The provision of information on markets and technology is likely to continue to be important.

The following chapter presents the findings of our survey. 

Chapter two

Survey Findings

Introduction

This chapter presents a summary of our survey with users of the Wireless Innovation service.  It will be seen from the tables below that the bulk of interviews were held firms that were not based at the Hillington Park Innovation Centre.  To an extent, this was to ensure that the national focus of the Wireless team was reflected in the feedback we gained from the firms they assisted.  

This national focus of the Wireless team is evident from a review of their client assists which we have analysed and presented in Table 2.1 below.  The database comprises a mix of firms based at the Hillington Park Innovation Centre and elsewhere.  From data provided by the team, there are:

· 22 HPIC tenants

· 40 firms receiving WI support who are not tenants.

The geographic distribution of firms shows a strong Glasgow/Renfrewshire, Edinburgh, Dundee locus.  

	Table 2.1 Client Distribution
	
	

	
	No Firms
	Proportion by region 

[%]

	Glasgow/Renfrewshire
	17
	28

	HPIC
	16
	26

	Edinburgh/Livingston
	15
	25

	Dundee/Dunfermline
	4
	7

	Lanarkshire
	1
	2

	Fife
	1
	2

	Borders
	1
	2

	Unknown
	3
	5

	Ceased trading
	3
	5

	Total firms 
	62
	100


Just under half (29 firms or 47.5%) had signed a Wireless Services Agreement with the team.

A total of 15 (interviews 25% sample) were undertaken, 11 being face to face while the  remainder were by telephone.

The sample firms were distributed as follows:

· Lothian - 6

· HPIC - 4 

· Lanarkshire (incl. Glasgow City) - 3 

· Borders - 1

· Fife - 1

When selecting our sample, we chose randomly from the overall population.  When undertaking the interviews, it was clear that some firms had been engaged in depth with the team while others had superficial contact.  From review, the existence of a Wireless Services Agreement appears to be significant in that those firms tended to have received more detailed input.

Status of firm at initial contact with wireless team

Table 2.2 presents the profile of firms when they made their initial contact with the Wireless team.  It should also be noted that the four firms classified as being "start-up" were also based at the Centre.
	Table 2.2 Status when first contact made
	

	Status at Contact
	Num

	Start-up
	4

	Established business
	11


The sectoral specialisation of firms shows a strong preference towards Mobile Content (table 2.3).  Those involved in "software development" also had a strong mobile focus.  The data in table 2.3 indicates the broad range of sectoral coverage that the Wireless team is required to provide.  It also reflects feedback from our consultees indicating that until the Wireless market evolves, the activity of firms operating in the sector is likely to be broad ranging and relatively ill-defined.

	Table 2.3 -  Sector
	No Firms

	Mobile Content
	6

	Webservices
	1

	Software
	3

	Consultancy
	2

	Systems & IT
	1

	Other
	2


Firms’ scale

At the point in time when firms first made contact with the Wireless team, they ranged in size both in employment and turnover terms (Tables 2.4 and 2.5)

	Table 2.4 - Employment Profile
	At Start

No Firms
	Now

No Firms

	1 employee
	1
	1

	2 employees
	4
	2

	3 employees
	2
	2

	4 employees
	1
	1

	5 employees
	3
	1

	6 employees
	2
	4

	7 employees
	-
	1

	9 employees
	-
	1

	10 employees
	-
	1

	15 employees
	1
	-

	20 employees
	1
	1

	Average
	5.4
	6


Table 2.5 below provides details of the turnover distribution of the sample.

	Table 2.5  -  Turnover
	At start

No Firms
	Now

No Firms

	£0
	5
	2

	£100,000
	1
	1

	£125,000
	-
	1

	£150,000
	1
	1

	£200,000
	1
	1

	£250,000
	1
	2

	£300,000
	-
	1

	£600,000
	1
	-

	£750,000
	-
	1

	£1.2M
	-
	1

	£1.3M
	1
	-

	N/A
	4
	4

	Average per firm
	£236,363
	£535,416


Most firms were small when they first made contact with the Wireless team.  Data in table 2.4 indicated the average employment size was just over five employees.  Average employment now has risen slightly to six employees.  

Similarly, the average turnover at the start was in the order of £236,000.  The Centre has been operating for approximately 18 months and yet assisted firms have recorded a significant rise in turnover over this period - 44% for firms in the sample.  The notable differential in turnover compared to employment can be explained at least in part by the nature of the firms’ activities.  These firms are relatively small technology-based businesses that are investing considerably in research and development (see below).  Effectively, they are making a considerable investment in R&D in order to generate a desired returning the future.  In certain cases, firms have generated a return and this is reflected in the data in the table.    We return later in this chapter to consider the attributable change.

Investment in Research and Development

Investment in R&D was a key performance criterion that Scottish Enterprise Renfrewshire requested (in its invitation to tender) be included as one of the performance metrics when undertaking the evaluation.  Just under half of the firms (46%) indicated that they had invested in R&D during the past year.  In terms of scale, the range of investment is notable and is presented in table 2.6.  Average investment over the past year is in the order of £210,000 which is well above the average for firms in Scotland as a whole especially in this size band.  This finding coupled with that presented above describing the change in firms' turnover indicates that this group appears to be investing strongly for (present and future) growth.

	Table 2.6 - R&D Investment
	No Firms

	£14,000
	1

	£40,000
	1

	£60,000
	1

	£80,000
	1

	£150,000
	1

	£220,000
	1

	£900,000
	1

	Average per firm
	£209,142


None of the Wireless Innovation firms were inwards investors.

Motivation

The principal reason that firms approached the Wireless Innovation team was to have market research undertaken on their behalf.  This was usually linked to a specific commercial lead that the firm was following and as presented in table 2.7, commercial advice on market opportunities and market development was also an important motivation for them.  Separately, a proportion of firms had a product idea and wished to gain independent, commercial feedback on its strength.  The top three suggestions in table 2.7 indicate the clear product - market intelligence support role that the team plays.

	Table 2.7 - Why did you approach WIC?
	No of Firms

	For Market Research
	8

	For Commercial market advice
	5

	Had Idea – wanted feedback
	4

	For Business Growth Advice
	2

	Had a Technical Query
	2


Some Firms Provided Multiple Answers

Firms were asked to rate the quality of the service that they received.  Those who were interviewed face-to-face were generally more positive than the four firms interviewed by telephone.  The average scores for each individual service, as presented in table 2.8, are lower than the composite score provided for the team is a whole.  Based upon our interviews, we feel that the composite score is a more accurate reflection of the tone of the responses.  Broadly speaking, firms felt that the Wireless Innovation team was of value and in the case of lower scores it tended to be dissatisfaction with the content of the information rather than the process/ability of the team to provide it.

	Table 2.8 Rating of Support 

[1=Low, 10=High]
	No Firms
	Avg Score
	Range

	Market Research 
	8
	6.6
	3 - 10

	Technical advice
	10
	7.1
	3 - 10

	Commercial 
	8
	6.9
	1 - 10

	Overall Team
	6
	8.1
	7 - 9


Table 2.9 provide an insight into the issues that were of importance to firms when they first made contact with the team and how these priorities have changed over time. The data in table 2.9 indicate that:

· market and technology research services along with Intellectual Property and product commercialisation support were areas that firms considered the most important

· forging links with customers and other commercial partners was of moderate importance

· special interest groups were considered to be of little importance
	Table 2.9 Ranking – Selection Criteria

[1=Low, 4= High]
	1
	2
	3
	4

	Market & Tech Research
	2
	2
	2
	5

	IP & Product Commercialisation Support
	-
	4
	2
	7

	Links to customers/partners
	1
	3
	4
	3

	Special Interest Groups
	6
	1
	2
	-


Benefits and impacts

The data in table 2.10 presents a summary of the areas where firms have received some form of qualitative benefit.  

	Table 2.10 - Qualitative Benefit
	Not Applicable
	No 
influence
	Some 
change, positive impact
	Significant
change, positive
impact
	

	Improved marketing/selling 
	4
	6
	5
	-
	

	Improved access to markets (existing & new)
	2
	3
	9
	1
	

	Improved knowledge of market and competitors
	2
	2
	7
	4
	

	Access to new forms of finance
	6
	5
	1
	3
	

	Development of business planning
	7
	4
	2
	2
	

	Better understanding of business/financial planning
	5
	4
	6
	-
	

	Developing links to Wireless operators
	5
	2
	6
	2
	

	Protection of a product/idea
	8
	4
	1
	2
	

	Developing collaborative links with other firms
	3
	5
	7
	-
	

	Developing collaborative links with Further & Higher Education institutions
	8
	6
	-
	1
	

	Development of new product or service
	6
	3
	3
	3
	

	Developing skills of your staff
	10
	4
	-
	1
	

	Influencing your approach to researching other parts of the business
	6
	3
	6
	-
	


The principal areas where the Wireless team appears to be having an influence are:

· assisting firms access existing and new markets

· providing improved knowledge of the market and likely competitors.

Other areas where the team is having an influence but to a lesser degree include:

· developing links to Wireless operators

· developing collaborative links with other firms

· help firms to access finance

· General support and advice with business plan development and business planning in general

· improved marketing and selling techniques

· providing a positive influence on the firms approach to applying structured research within their business.

These findings support specific elements of feedback provided by firms (recorded above) and indicate both the technical and commercial advisory roles that team fulfils.

Quantitative impact

In addition to asking firms to provide details on the qualitative benefits that they derived through the input of the Wireless team, we also asked them to provide feedback on changes to business performance they had achieved.  We would note at this stage that timing is a key factor to consider when interpreting the results.  Given the heavy investment in Research and Development by firms and their anecdotal feedback to us that product development was taking in the order of two years to complete, it is relatively early to be attempting to make an assessment of impact.

Impact

The process of mapping expenditure to net impacts is presented in a number of UK Governmental documents, most notably the HM Treasury ‘Green Book’
. When designing our approach and when completing our analysis, we have followed its broad principles. We have depicted the logic of our calculations in Figure 2.1 below.
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Programme expenditure

From review of the approvals paper, the expenditure is calculated to be £472,600 and at the end of the three year approval period the total expenditure will be £661,000.  This assumes the expenditure profile to date is in line with the approvals paper. 

Population level impacts

When undertaking our interviews with firms, we found that the team’s contacts with firms had been relatively light touch in several cases.  These contacts tended to comprise informal discussions that do not lead to tangible service being delivered.  However, the Centre has signed formal Wireless Service Agreements with 29 firms and we feel that this is a more appropriate group to consider when grossing up the impacts to the level of the population. We have therefore used 29 as the ‘impact relevant population’ for grossing-up purposes.

Gross outputs

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

· increases in sales turnover;

· increases in profitability;

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

· protection of or increases in employment.

When conducting the interviews, we tend to find that firms measure the success of the project in different ways.  For example, while two very similar projects might be implemented, one firm may cite the benefit to performance in terms of a sales increase while the other may record it as a reduction in cost or increased profit.  Some firms may be able to cite improvement in more than one area.

In the case of Wireless Innovation evaluation interviews, none of the firms identified a profit increase or cost reduction benefit.  Given that these are small technology based businesses that are investing heaviliy in product development – and that the team tended to provide market and technical advice coupled with commercial contacts, the lack of proft/cost benefits is to be expected.  The inputs of the team are most likely to lead to sales growth.

Gross sales impact to date for the sample amounts to £100,000 with a figure of £8.875 million projected for a point at two years from now.  However as described graphically in Figure 2.1, these data must be adjusted to take account of:

Additionality is the extent to which the WIC input encouraged the firm:

· To take an action it would not otherwise have taken

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

· To undertake an action on a larger scale or better quality;
Displacement is where the benefits derived were at the expense of other firms operating within Scotland; and  
Multiplier effects can be derived in two ways, through enhanced spending power (income) and secondary benefits to suppliers (sales) – we use published multipliers for these calculations (Scottish Executive, 2000 based on 1998 data).

These adjustments are analysed on a case by case basis using the responses of each interviewee. Additionality is calculated at two levels.  When assessing additionality, we discussed with the firm actions that they took as a direct result of advice or input from WIC staff.  In addition we also discussed with the firm any specific benefits that accrued to their business performance as a result of the information/advice they obtained and/or the contacts the accessed as a result of the team’s help. The second aspect of additionality relates to the impact benefit derived by the firm as a result of the project.  From experience, projects of this kind often make a contribution to the overall change in performance (sales, employment, profit etc.) so it is not appropriate to attribute all of this impact to the project.  Where there has been a partial impact, the overall additionality is calculated as the product of the additionality associated with the project and that associated with the positive change on sales, profit, cost or employment.   

Additionality 

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

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

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

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

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

The additionality profile of the sample is presented in Table 2.11. Most of the cases exhibited partial additionality and given the advisory nature of the support offered by the Wireless Team, this is to be expected.  At 6% of the sample, the proportion of fully additional cases is low when compared to other business development initiatives we have reviewed.

For WIC, the average additionality is 30%. This suggests that the Centre is having some influence on firms’ decisions to take actions sooner or on a larger scale or that they get information that they would not otherwise have done. 

	Table 2.11   Additionality Profile for Sample
	

	Full Additionality
	1

	Smaller Scale/ longer timescale/ increased likelihood
	8

	Non-additional
	6


Our handling of future sales requires explanation.  We asked firms for their informed estimate of future sales at a point in two years.  In our calculations, we have assumed that the sales growth in the firm increases linearly over the two years (Figure 2.2) and that half of the future projected sales will have been achieved at the end of the first year and the full amount two years in the future. Therefore, the future sales projection figure is the sum of the B and C in Figure 2.2 Future sales have been discounted assuming an 8% internal rate of return.

The assumption that 50% of the future benefit will be achieved at the end of the first year and that the total benefit is the cumulative change over the two year period is applied to profit, cost and employment calculations.
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Displacement

Displacement for the sample was very low. Just one firm cited displacement at the local level and two firms at the Scotland level. This reflects the high technology/specialised nature of the new product development – firms operate in specific niches and do not anticipate winning sales at the expense of other Scotland based firms.

Turnover

The Wireless Innovation Centre assistance has had an influence on turnover impact.  Feedback from the sample indicated that firms have achieved a net increase in turnover of:

At the Local level -  £44,054 to date and anticipated a further £9.6 Mn in two years (2007); and

At the Scotland level - £44,054 to date and anticipated a further £9.6 Mn in two years (2007). 

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

Local - £85,170 to date and £18.7Mn in two years time (2007); and

Scotland - £85,170 to date and £18.6 Mn in two years (2007).

This increase amounts to around £323,000 per firm linear growth over the next two years This figure looks very high at first viewing, but the data in Table 2.5 suggests that firms have seen an average rise of £300,000 since their first contact with the team.  The relatively high figure of £323,000 therefore looks credible, if high.

Employment

Firms identified the increase in employment (jobs created) to date as a result of the WIC support.  At the level of the sample, this equated to 4 jobs gross of additionality to date and 38 gross of additionality anticipated in two years time (2007).  

When this effect is grossed up to the level of the population, and adjusted for additionality the net employment impact is the creation of 3 jobs to date and 17.5 projected by 2 years time (2007).

The projected future employment impact looks relatively ambitious given that:

· It is the employment benefit that is specifically attributable to the change in the firm’s performance that results from the Wireless teams advice or information

· Firms have indicated a relatively small change in their employment levels over the period since they first made contact with the Wireless team.

Gross Value Added

Based upon the value for net sales impact calculated above, it is possible to estimate the level of gross value added to the economy.  Assuming that the firms are operating in the Computer and Related Activities SIC92 Code, the average ratio of GVA at Basic Prices
 to Turnover is 0.55:1.  This the GVA can be estimated to be:

£46,843

£10.24M estimated in two years time.

Summary of impacts

Table 2.13 presents a summary of the quantitative impacts.

	Table 2.13 Summary of Impacts

	
	
	To Date
	In 2 years

	Programme Cost
	£472,600
	£661,000

	Gross sales
	
	£193,333
	£17,158,333

	Gross profit increase
	£0
	£0

	Gross cost reduction
	£0
	£0

	Gross Employment
	8
	73

	Project Additionality [%]
	30
	30

	Displacement [%]
	1
	3

	Net sales – Local
	£85,170
	£18,729,904

	Net Sales – National
	£85,170
	£18,624,503

	Net GVA at Basic Prices (National)
	£46,800
	£10.24M

	Net  profit increase
	£0
	£0

	Net cost reduction
	£0
	£0

	Net Employment
	3
	17.5


The following chapter presents our conclusions and recommendations.

Chapter Three

Conclusions and Recommendations

Objectives

The funding approval paper prepared by Scottish Enterprise Renfrewshire specified five objectives for the project. These are summarised in table 3.1 along with our assessment of their achievement.  

	Table 3.1
	

	Objective
	Evaluation Assessment

	Facilitate the creation and growth of firms operating in the Wireless Technology sector thus contributing to an improved business birth rate and a more entrepreneurial culture
	Our interviews with firms would suggest that the Wireless team has not influenced directly the decision by firms to start-up.  However, it has met with 22 firms based at the Innovation Centre and has provided detailed advice to around six of these.

	Enhance Scotland’s e-business activity - the development of wireless (mobile) technology, applications and content was considered to be a critical part of the e-business supply chain, the development of which would positively impact the growth in e-commerce by individuals and businesses
	The firm has identified 110 firm active in the development of Wireless technologies and based in Scotland.  It has worked closely with 29 of these firms in particular brokering contacts between the firms and the Network operators and equipment suppliers.

	Increase Commercialisation of Research & Development – the project would encourage the development of intellectual property by client companies, improve linkages between clients and appropriate university research institutions and improve the client’s level of research and development
	The team has influenced this to an extent but feedback from the sample indicates that there is scope for it to do more.  Its approach thus far has been towards facilitating commercial contacts – we recommend below that it should investigate broadening its support to include commercialisation assistance.

	Improve Digital Connectivity – the project would facilitate the development of a strong base of innovative wireless companies and will help to ensure that Scotland is at the cutting edge of competitive, accessible communications technology
	To date the firm has worked with a core group of firms active in the Wireless sector.  It has made good in-roads to the population and we feel that it can build on this further.

	Increase Involvement in Global Markets – the wireless project through its involvement with SDI and the Innovation Centre’s international connections could encourage clients to develop global ambitions, strategic alliances and strategic partnerships.
	This does not appear to have occurred to any great extent to date but our consultations with SDI indicate that the Wireless Innovation project could be an important (and unique) platform from which to promote Scotland’s strength in this sector. The team has already contributed to SDI’s activities in the sector through advising on shows to support and building links to operators who are global businesses.



The project has made selective progress against its objectives.  There are two key issies that need to be considered relating to the positioning and objectives of the WIC. First, we understand that the Wireless project approvals paper was presented for funding at around the same time as two other papers relating to both incubation and technology firm startup. From the viewpoint to the HPIC Director, the Wireless project was not anticipated to have as its objective the incubation of wireless firms. Rather, there was to be joint working between the WIC and HPIC team – HPIC would provide specialist incubation support while WIC would provide specialist technical/sectoral knowledge.

Second, feedback from both SER and HPIC suggests that the objectives that were set for the WIC were framed within the context of Smart Successful Scotland. There was considerable discussion around the current appropriateness of the objectives and it was broadly concluded that these should focus on providing specialist technological and market knowledge on the sector to firms (both indigenous and inwardly investing) operating in wireless segments. 

The Wireless Project has made good progress against its targets (Table 3.2)

	Table 3.2 Project Targets
	Full Term

(April 2006)
	Pro-Rata (Now)
	Actual

	Assist SMEs
	53
	35
	~30 in depth assists

62 total

	Launch New Products & Processes
	20
	12
	3 patents*

7 trade-marks*

3 licences*

	Create new jobs
	78
	47
	8 to date 

(73 projected for April 2007)

	Support High Growth Start-up firms
	12
	7
	~ 6


* 2 patents, 7 trademarks and 3 licences are with one firm

The team and its service

The Wireless Innovation team is relatively small, numbering just three people.  There were several personnel changes in the early stages of the project but the team appears to have stabilised since the summer of 2004.  There is currently a clear allocation of responsibilities with the three individuals covering:

· Product and market research

· Technical and product design

· Access to markets and commercial contacts.

Feedback from the firms indicates clearly that access to market information is the key motivator for them when they make first contact with the team.  Given that these are mainly technology-based firms, the attractiveness of marketing expertise is likely to be high - based upon previous evaluation interviews and consultations with investors, marketing and understanding the channels to market are common weaknesses of technology firms in Scotland.  In this regard, the team is likely to be fulfilling a specific market need . 

Based upon our consultations with the team, they appear to focus on those areas where they have personal knowledge.  Where firms need more detailed IP advice, advice on raising finance or detailed business planning, the Wireless team will tend to engage other advisory personnel.  When the firm is a tenant, these specialist personnel are based at the Innovation Centre.  When the firm is located elsewhere in Scotland, the Wireless team  engages specialists following discussion with the firm's local enterprise company.

Our conversations with the team members suggests that the team works well and that their skills are complementary.  These interviews also emphasised the relatively strong commercial approach that the team adopts.  Examples of this include the introduction of Wireless Service Agreements that provide a documentary framework summarising the input the team will make and the responsibilities of both the team and the firm.  Separately, the team's approach to brokering contact with Network Operators appears to have a strong "deal-making" feel.

Image

Different consultees commented on the image and positioning of the Wireless Innovation project relative to the Hillington Park Innovation Centre.  Feedback from the Wireless Innovation team indicated that they received a mixed response from colleagues in the local enterprise company network - some were very positive and well-informed while others were surprised to see what they considered to be a " Renfrewshire specific" project active outside its area.  This latter group did not appreciate the national role being fulfilled by the Wireless team.

Consultees at Scottish Enterprise also commented on the potential for geographical boundary blurring given that the two projects are co- located.  These consultees felt it was very important to (re) brand the Wireless Innovation project, emphasising that it is different from the Hillington Park Innovation Centre and promoting its relevance and remit as a national level.  The Scottish Enterprise consultees had been involved (to differing degrees) in the design of the original proposal but seem to have lost contact following the the pilot.  There was a strong desire within the e-business team to create an opportunity for senior staff to reengage in the project.  We feel that this is a positive indication and one that should be followed up .

Separately, we understand that Scottish Development International is targeting the wireless sector as part of its inward investment promotion.  It sees the Wireless Innovation project as being a significant strength for Scotland.  Feedback from the commercial consultees emphasise their surprise (and delight) that a unique project of this kind was located in Scotland.  There are other centres specialising in Wireless technologies but these are not vendor neutral.  One commercial partner commented that an article written by the Wireless team for a US journal had generated considerable interest among his peers in the USA and that he had received a number of inquiries looking for more information on the facility in Scotland.  Globally, it appears that there is considerable interest in this area and a potentially the Wireless Innovation project could enable Scotland to steal an edge on the competition.

Project fit

This is a novel project that was considered to be unique in global terms by both the Enterprise Network consultees and those in the commercial sector.  In terms of fit, the skills and operation of that team seem to blend well with those of the Hillington Park Innovation Centre.  The interface with local enterprise companies is less smooth but this appears to be a function of the companies' representatives not understanding the national remit of the project.

Scottish Enterprise sees the project as an asset for Scotland and Scottish Development International plans to make greater use of the project when promoting the strength of Scotland as a location for Wireless businesses.

In terms of networking and representation, there may be some overlap with the MX Alliance.  Our consultation with the Wireless team indicated that the two organisations communicate presently.

Overall, the project would appear to be a good fit relative to other public sector support and does not appear to be displacing services in the private sector.

Areas for development

Feedback from firms indicates that the Wireless team is relatively strong in providing research, marketing advice and access to markets.  Its input is lighter in the areas of new product development, technical product research, and links to Higher Education Institutions.  That said, the team has recently started to make links with HEIs and the Intermediate Technology Institutes.

Given this feedback we feel that there is scope for the Wireless team to consolidate its approach to brokering events with network operators and build upon the existing support to focus on links with the education sector and the ITIs.  There is also potential to introduce greater support for new product development.  That said, it should be borne in mind that the project is built around a team of three and that each team member has specific skills that are being utilised by clients presently.  We feel any expansion should be framed within the context of available capacity and individual competencies.  It may be necessary to recruit additional staff as the scope of services are broadened.
Impact and value for money

A summary of quantitative impacts is provided in Table 3.2.

	Table 3.2 Summary of Impacts

	
	
	To Date
	In 2 years

	Programme Cost
	£472,600
	£661,000

	Gross sales
	
	£193,333
	£17,158,333

	Gross Employment
	8
	73

	Project Additionality [%]
	30
	30

	Displacement [%]
	1
	3

	Net sales - Local
	£85,170
	£18,729,904

	Net Sales - National
	£85,170
	£18,624,503

	Net GVA at Basic Prices (National)
	£46,800
	£10.24M

	Net Employment
	3
	17.5


The impact analysis is somewhat complex.  The project has effectively been operating for 18 months and feedback from the firms indicates that it is providing specific expertise on commercial aspects of wireless technologies.  None of the firms consulted indicated that the Wireless team’s service was displacing that of another private provider.  The Wireless team would appear to be filling a gap.

That said, additionality is relatively low as are sales impacts date.  At first sight, the low additionality figure suggests that firms felt that they would have obtained the information from another source or that they would have undertaken a similar action to that informed by the Wireless team.  However, the overall satisfaction rating with the team's input is relatively high indicating that firms placed value the information they received.  This can suggests several things but the most likely reason is that the information helped to make a better quality decision.

Interestingly, given the high research and development spend by firms, and the high projected future sales impact, the advice provided by the Wireless team appears to being more influential on informing future business activity.  There was a relatively high attribution on future sales impact.

Recommendations

· Maintain independence and remain vendor neutral

· Consider the branding/positioning of the Project and reconsider how it can be promoted as a National resource, in particular to LECs

This should address specific feedback from both SE National and the Wireless Team that the project’s image is strongly intertwined with that of HPIC. This could involve SE eBusiness Team ‘endorsing’ the project as part of its wider promotion of the sector. At an extreme, SE/SER should consider relocating the team elsewhere within the Network.

· Maintain the strong commercial focus of the team but aim to build on this strength

The Team is well balanced at present with a mix of market research, technical and commercial inputs. This skills-set may need to be developed further should the Team target new product development or similar issues in the future.

· Capitalise on SDI’s targeting of the Wireless sector and continue to act as a specialist resource for SDI

· Consider inviting the Director of the e-Business Team at SE to have more involvement in the project

· Aim to deepen penetration/coverage of the SME base with which the Team has a service level agreement

We understand that the number of agreements signed recently (since February 2005) has increased notably. This trend should be maintained.

· Consider expanding services to cover product development and selectively, training

The objectives of the Wireless Team include a focus on new product development. Feedback from firms indicated that the Team had relatively little influence in either NPD or Training and Development. Given the specialist nature of the Team’s remit, we consider that the scope to provide specialist training should be investigated.

· Aim to work with new clients that have a specific need – additionality is relatively low on the cases we reviewed and the team should aim to maximize the value they add

· Build on the links to HEIs and ITIs (as a team and acting as a conduit to SMEs)

· Consider ways of maximizing and developing the relationship with commercial partners

· Improve communication/updating to commercial partners and endeavour to gain new commitments from them in other areas (e.g corporate venturing) 

� http://www.scotland.gov.uk/Resource/Doc/933/0007804.xls


� Appraisal and Evaluation in Central Government – HMSO


� http://www.scotland.gov.uk/Resource/Doc/933/0007804.xls


� The Orange development centre is one of 5 globally.
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Figure 2.2		Future Sales
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